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Sal non, Doogan and Chair Johansen.

PRESENTATI ON: 2030 PLAN
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1: 35: 01 PM

REPRESENTATI VE FAI RCLOUGH infornmed nenbers that she received a
letter from DOT&PF but has not yet had time to read it.

REPRESENTATI VE NEUMAN noted DOT&PF extended the public conment
period on the 2030 Plan so that |egislators and the public have
nore time to review it. He thanked Chair Johansen for
intervening in that matter.

CHAI R JOHANSEN announced that Representative Johnson had joi ned
the commttee. He then thanked DOT&PF for being flexible in
extending the public coment period for the 2030 Plan and said
the conm ssioner assured him the extension wll not be
problematic to the STIP process. He welconed M. QOtesen and
asked himto continue his presentation.

1: 36: 08 PM

JEFF  OITESEN, Director, D vision of Program Devel opnent,
Department of Transportation & Public Facilities, told nenbers
his topic today would be the 2030 Plan. He said he would first
answer a question raised |ast week about efficiencies DOT&PF is
enploying to address the increased cost of transportation
projects. He stated:

The three things that | can point to is we, a couple of
years ago, identified a software package that helps you
optimze the route selection of a new route when you're
working in through terrain and you have things |ike
wet | ands and historic properties and any of a dozen other
considerations including cut fill, haul balances of cut
fill, software  devel oped by the Australian Roads
Comm ssi on. They then took it conmercial. It has since
been sold to Trinble, which is a conpany here in the United
States and is used in six continents to identify roads,
i ncl udi ng about seven or eight DOTs. W identified that

sof t war e. I wish | could tell you that we bought it. W
can’t. It’s actually sold on a per use basis by the mle
so you rent the software per project per mle. W did
negotiate, they <claim - they the conpany, the only
exception to their worldwde pricing policy, and we were
able to tell them that our low volune roads deserved a
| ower price than say a four lane freeway in Texas. That’ s

one exanpl e.
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Anot her exanple is one we're actually denonstrating right
now wth [the Departnent of] Public Safety and the
Anchorage Police Departnent is a canmera that you can use to
phot ograph a crinme scene, and I'Il get to engineering in a
m nut e. In that photograph it allows you to do
measurenents after the fact, very accurate neasurenents so
you can photograph the crinme scene or the accident scene

t ake measurenments, use them in court, do a lot of things
that now are done by hand and accelerate the opening of a
freeway or a highway after a fatal accident, which often
can take hours to clear. It’s a very expensive canera.
It’s over $200,000 but its engineering application is that
it can also be used to photograph a very busy intersection
and allow you to do neasurenents wthout having to put
people out in traffic |anes. You can photograph a bridge
from different angles. The State of Washington DOT
identified it last year as their technology of the year for
t hose applications so we’'re now going to be using that here
in Al aska. It has both highway safety benefits and
engi neering benefits.

The third one, and one we inplenented, is a technol ogy
called video | og. Video log is where you drive down the
road and take a lot of pictures. Those pictures can be

used and then put on the web and viewed by the engineers to
| ook at the roadway, say on a day like today when the road
is covered with snow and it’s hard to get out. The
daylight is short. They can sit in their offices and see
that roadway in optinmal conditions. Very high resolution
phot ographs — there are 1,200 of them taken per mle. It's
indexed in a way that it makes neasurenents possible of the
assets on the roadway. That’ s uni que. Among all the
states only one other state has been able to do that
particular trick...to have it indexed in a way that you can
actually do neasurenents so we can do asset inventory in a
very cost effective manner as opposed to putting people in

the field and nmeasuring things manually. It has two
benefits - asset inventory and for engineering, the
feedback I'm getting from engineers in the field that are
using this are saying this is wonderful. This allows us to

see every detail of that roadway sitting in their office,
be it Anchorage, Fairbanks or Juneau, without a field trip,
wi thout travel, and wthout dealing wth things |Iike
traffic control and bad weather and snow cover, etcetera
etcetera. So, those are three efficiencies.
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CHAIR JOHANSEN asked if the [video log] <canera would be
applicable to airstrips or other nodes of transportation.

MR. OTTESEN replied the camera could be applied to Al aska Marine

H ghway System (AVHS) projects. He was not sure whether it
could be applied to aviation projects. He said the |[|aw
enforcenment community is intrigued by it. The FBI is using it

for crime scene investigations and, to denonstrate its accuracy,
can neasure the dianmeter of a bullet hole froma photograph.

REPRESENTATI VE NEUMAN asked whether the cost of that equipnent
is already included in DOT&PF s budget.

MR. OITESEN said that equiprment will be paid for with H ghway
Safety Funds. DOT&PF wi | | provide two canmeras to |aw
enforcenent; one to the Anchorage Police Departnment and one to
the Alaska State Troopers. DOT&PF coul d downl oad acci dent scene
phot os on the day the accident occurred.

REPRESENTATI VE NEUMAN asserted that he has been trying to get
departnments to work together so he cormended M. Otesen for his
efforts.

MR. OITESEN told nenbers he would like to talk to them about
DOT&PF' s Hi ghway Safety Plan later in the session because it was
devel oped with renarkable cooperation anong departnents. He
noted highway safety is a very serious problem the plan goes a
long way in identifying the scope of the problem

MR. OTTESEN continued his presentation
Wth that, I’m ready to begin, M. Chairnan. I’d like to

tal k about schedule first because schedule has really been
the key issue on people’s mnds, including Representative

Neurman’s coments here before we gaveled in. There’'s a
diagram there in your chart, made from Excel, with about a
two-year tine line. That diagram basically shows you the

schedule we thought we were following starting in the
sumer of 2006 when the regulations were issued in draft
formthat governed this planning process.

W knew then we had a potential problem in getting
everything done that we had to get done. W had to get
done wunder that a long range transportation plan in a
certain anount of tine. W also had to get done a
strategic highway safety plan, which | just nentioned.
That was even on a shorter tine frame. That was due to be
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done by Septenber of last year with about a $13 mllion
consequence if we didn’t get it done. W’d |lose that nuch
noney.

As the sumrer of '06 wore on, we also knew we were going to
have a new adm ni stration, which added another dinension to
the problem You couldn't really be starting a policy plan
when, one way or another, there was going to be a new

governor here in Juneau cone Decenber of that year. So,
whatever we did, we had to wait for the new adm nistration
to get on board. Qur solution to that was we w |l update

the STIP because the STIP is the thing that is really the
tool that US DOT is using to control the conpletion of the
plan. The plan has to be conplete before we can anend the
STIP [Statewi de Transportation |nprovenent Plan]. That’ s
the controlling factor.

So we said let’s have a STIP that’'s anended before the
deadl i ne, which was July of |ast year. W will then be
able to extend the time that we processed the plan given
the fact that we’'d have a new adm nistration. Qur plan was
we woul d have the | ong range plan done by approximtely the
end of 2006, at which time the STIP would have carried us
across that gap in tinme of about six nonths. The next
winkle, the <card that got dealt that we couldn't
anticipate, was the way the noney was allocated at the
start of 2008 in Septenber of |ast year and | tal ked about
that a little bit in the STIP presentation, about how we
had a change and how nuch apportionment we’'re receiving and
that has changed our flexibility. W now have to spend
dollars in categories we weren't planning on spending it
in, specifically nore safety projects and nore bridge
projects, |less highway reconstruction projects. The only
way we can change the STIP to then spend those dollars in
this fiscal year is to get the plan done and then to do a
STI P anendnent and then we will be ready to do the project
work that will enable us to not |ose those dollars.

| know this is confusing. If you look at this you see
where that first horizontal band of red is. That’'s really
where we lost our flexibility. That’s when we said oops

we need to do a STIP anmendnent now but we had to conplete
the long range transportation plan and then do a STIP
amendnent . You see there those arrows right below - or
between the two red I|ines. You can see that short anount
of red arrow there near the bottom That’ s the anmount of
time that will be left to obligate funds at the end of this
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fiscal year after first conpleting the long range plan and
then conpleting the STIP anendnent. So we're taking a
very, very generous anount of time, 10 or 11 nonths, and
conpressing it into two to three nonths under the schedul e
right now. There’s really no one here to blane. We
t hought we had a pl an. It was identified given all of the
facts ahead of us, the new change in governor, the
requirenent to do everything, the fact that we were also
working on a separate planning docunment but, when those
notices arrived in COctober, all our well-laid plans were
basi cal | y undone.

So if that’s not entirely clear because it’'s a lot of
material here...l’d be happy to go over that further so you
under st and. That’ s the push. That’s why we tried to do
this plan quickly and it’'s because we literally have tens
of mllions of dollars of state funding that’s at ri sk.

REPRESENTATI VE NEUMAN asked M. Otesen to explain the
unexpect ed events.

MR. OITESEN said in the 20 years he has been in the business, he
has never seen DOT&PF |lose the flexibility that it lost wth
apportionment |ast October. He affirmed the rescissions are the
problem Rescissions are a take back of apportionnment, which is
holl ow i n nost cases because it is an unfulfilled prom se. Wen
that is left on DOT&PF s books, it gives DOT&PF latitude to
adj ust when a project slips and another nust be substituted. He

said now, DOT&PF now has to substitute like for like so that a
bridge project would have to be substituted for another bridge
project of a like dollar anount. Previ ously, DOT&PF coul d

substitute any project for another. He continued:

So the change in Cctober of last year, | still describe it
internally as literally turning our world upside down in
how we manage projects. | don't know to this day that al

of our staff fully wunderstands its inplications. W' ve

spent tinme talking to them explaining to them but a |ot
of people in DOT...really want to know what’'s ny budget
what’s ny schedule, let ne get it done. They don’'t want to
deal with these arcane rules of the funding itself. There
are just a few of us that have to suffer those roles. I
hope that answers your question, Representative Neunan.

1: 48: 50 PM

MR. OTTESEN continued his presentation
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So, the plan itself — there’s a PowerPoint presentation |I'd
like to go through. On the bottom of page 1 there’s — you
know, the question why is there another plan. Vell the
feds make us do it in a sinple nutshell. There’'s a
requi renment in SAFETEA-LU that we not only have a statew de
long range transportation plan, but that we update it to
nmeet new requirenments that were contained in SAFETEA-LU

In our state we have chosen to treat the |long range plan
as, what | call, a top level plan, a strategic plan, a
policy plan. Those are the kinds of words you see used in
ot her states. About a third of the states do it in that
approach. Sonme states — I’'I|l pick out a state that | know
that doesn’t do it that way is Kansas but Kansas doesn’t
have ferries, they don’t have aviation, they have a very
sinple state highway system They don't do a lot of |oca

roads. So it’'s fairly easy for themto wite one plan that
covers all of their needs and get it done. The state of
Al aska - huge geography, lots of different systens, very
di verse sets of needs between urban areas and rural areas.
Trying to do one plan that covered everything and was the
definitive plan, there was no other docunment to turn to

woul d just be a huge job. | don’'t think it’s possible. W
do it in a tiered approach.

The policy plan is literally kind of a high level 30,000
foot view of where the state needs to go but it l|leaves to
t hose other planning docunents the details. Their job is
to flush out the details, be it a nodal plan, like an
aviation plan or a marine highway plan, or a geographically
constrained plan, like the Anchorage |ong range plan, like
t he Sout hwest Al aska transportation plan or there are other
topics too. W have for safety, we have plans for ITS, we

have plans for other subsets. [If you |look at AS 44.42. 050,
you' |l find that state |aw actually provides, just for what
I’m talking about, a tiered plan done in multiple
docunent s.

1:50: 40 PM

MR. OITESEN conti nued:

On page 2 ... speaking here what |’ve just said at the top
of 3. This plan is a policy plan. [t’s not a list of
proj ects. W don't want it to be so unrealistic that we

just say that the sky is blue and the future is rosy and
let’s go build everything we need to build. W wanted this
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plan to have one overriding nessage: there’'s been a change
in funding, there’'s been a change at the national |evel
there’s been a change in what the dollars acconplish and we

think that was the key nessage to get out. |If we don't do
sonet hi ng di fferent as a state, our dr eans for
transportation will be in peril.

And so, when we started this plan, we said that is the key
message. We have to communicate that one thing if nothing
el se in this planning docunent.

REPRESENTATI VE DOOGAN said he is famliar with the 2030 plan.
Sonme projects were specifically nmentioned but always under the
rubric of “anong others.” He asked whether a 2030 plan could be
subnmitted that did not include any projects.

MR. OITESEN said the plan did not have to include any projects;
however DOT&PF felt such a plan would not adequately explain,
for exanple, system expansion so projects were included to
illustrate those phrases. He asserted that DOT&PF is not
attenpting to let those named projects serve as projects that
must go forward. Sonme of the named projects are already in the
i npl enent ati on st age.

1: 53: 23 PM

MR. OTTESEN conti nued:

Even our list of what we call strategic projects, $5.5
billion and we talk in there about that, we...deliberately
did not make that list part of the plan because to do so
woul d | et everyone argue over the non-essential point. The
point is not which projects are in that 5.5 billion, the
point is we can't build that 5.5 billion w thout sonething
being different on the funding side. It’s sort of npot to

talk about the projects as there isn't enough noney to
build the list. And the 5.5 billion is a subset of needs,
not the entire list, and that’s the key point. W can’'t
even build an inportant subset of needs, even if we could
all sit at the table and agree what the subset is. W have
to constrain further and that’'s really what we’'re trying to
say is the current funding streamw !l only get you so far
agai nst the broad set of needs in this state.

The other thing about the plan | should talk about is just

that the funding itself that’'s shown in the plan ignores
the question of eligibility. It treats all of the funding
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we get as essentially one color — aviation dollars, highway
dol | ars, marine highway operating dollars, et cetera.
That’'s only to nake the point at the macro level, at the
30,000 foot level, how are we doing? W’'re not trying to
say well we need to shift aviation dollars to highways or
ferry dollars to sonething else. That can’t happen
| egal ly. We understand that. But the key point is there
are sone real holes between what we think we need to do as
an owner of the transportation system and what our neans
are to address those ownership responsibilities.

REPRESENTATI VE DOOGAN asked about a relationship between the
projects nentioned in the 2030 Plan and the projects in the
STIP, “that is, it doesn't nake it nore likely that a project is
going to get into the STIP if it’s in the 2030; it doesn’t make
it less likely if it’s not.”

MR. OTTESEN said it mght make project inclusion nore likely in
t he subordi nate plans. He then el aborat ed:

If you are witing an area plan, just pick a region, or the
YK Delta and you propose to build an 8,000 foot
strip...when the policy is we should be building 3,300 foot
strips because we have so many needs we need to allocate

funds judiciously ... we would probably tell the authors of
that regional plan you can’t make that recommendati on. | t
isnt consistent with being ... fair with the noney and
maeking it serve as many user groups as possible. So, it
m ght constrain what goes in a subordinate plan, which
woul d then constrain what goes into a spending plan. But

we're not trying to make this |long range plan, and we could
put those kinds of words in the front end of the docunent
if that would nmake people nore confortable, we deliberately
keep this as a policy plan, as a strategic vision with a
message about fundi ng. W think that's really the take
away nessage coming out of this plan. The truth is, nost

of our long range plans up until now have been “yawners.”
They have sat on the shelf and they have not drawn nuch
i nterest. For sone reason this one caught interest and

it’s kind of been an interesting phenonena.
1:56: 24 PM
REPRESENTATI VE NEUMAN asked how he can comunicate to his
constituents what DOT&PF s specific responsibilities are in his

district, particularly since his district has mny borough
transportation projects underway.
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MR. OITESEN said that is a good question because the public
doesn't care who owns the road. The public wants to drive on
safe, snooth roads that are appropriate to their needs. He said
there is a hierarchy of roads in Al aska based on ownership:
state, |ocal governnent, federal or tribal entities.

REPRESENTATI VE NEUVAN asked for information to provide to his
constituents.

MR. OITESEN said he can provide nmaintenance district maps. He
poi nted out that sonetines road mai ntenance i s cross-shared.

1: 59: 09 PM

REPRESENTATI VE NEUVAN noted a | ocal road service area (RSA) does
sone of the crack seal work on state-owned roads.

MR. OTTESEN noted DOT&PF is statutorily required to mmintain
lists of state roads, which are posted on the Internet.

CHAI R JOHANSEN sai d he recogni zes why people are frustrated with
the 2030 Plan and how it affects future projects. He expressed
concern that if the long range plan policy is concentrated on a
certain area, it will affect specific projects.

MR. OITESEN remarked it is far nore likely that subordinate
plans w |l specify project prioritizations.

CHAI R JOHANSEN asked if constituents should focus on the npda
pl ans.

MR. OTTESEN replied in ternms of allocating resources in the

short term those plans are far nore neaningful. The 2030 Pl an
is treated as a call to arns for the state. The funding picture
has changed. A different approach is necessary otherw se

Al askans nust cone to grips with what the state is able to
acconpl i sh.

2:02:21 PM

REPRESENTATI VE JOHNSON asked if there is still an admnistrative
interest in participating in the upgrade and trade of nunicipa
roads and whether that should be included in the 2030 Pl an. He
expl ai ned the upgrade and trade involve the state upgrading a
road and then giving it to the municipality, which would then
maintain it.
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MR. OITESEN said that strategy is not listed in the 2030 Plan
but should be. That policy has been in existence for alnost 20
years. He noted that one conplaint about the 2030 Plan is that
it does not sufficiently address ports and harbors. DOT&PF has
been devolving itself from ports and harbors for 20 years.
DOT&PF has transferred ownership of many harbor and road
facilities and will continue to do so if it has the funds to do
upgr ades.

REPRESENTATI VE JOHNSON asked whether that philosophy should be
included in the 2030 Plan as an overriding plan and whether it
will limt DOT&PF if it is not in the plan.

MR. OTTESEN said that type of policy conmes from the |egislature
so it does not need to be included in the plan; however he
believes it should be included in the plan’s overall efficiency

proposal because it nmakes DOT&PF nore efficient. DOT&PF manages
many nore roads than the typical departnent of transportation
el sewhere in the country. DOT&PF manages about 40 percent of
the state’s road mles. The national average is about 20
per cent .

REPRESENTATI VE JOHNSON encouraged M. Otesen to include that
policy in the 2030 Plan to help DOT&PF get closer to 20 percent
and divest itself of roads within nunicipalities.

2: 06: 02 PM

REPRESENTATI VE FAI RCLOUGH cautioned the urban nenbers of the
commttee to be careful what they wish for. She continued:

Wen you enter projects like that you have long term
obligations that go out into the future that you burden
people who, from sone urban areas, think they pay an
extraordi nary anmount of taxes and bonding capacity already
and so, again, fromny service prior to this body, we have
been involved in ny conunity before, taking over roads and
it does create clarity for who is responsible for the snow
being on them but it also adds obligations about a decade
out in the future of when you have to repair them locally
and do that.

| just think that as a state representative we certainly
need to | ook for ways to reduce the state’'s responsibility,
and, from that perspective, | think it should be included
in the plan. But, as far as the community nenbers that |
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represent, | feel it an error in nmy way not to say that
that could in the future cause them to have a bond before
them that would require them over the next 30 years to have
to pay for that inprovenent out of their own pockets.

MR. OITESEN continued his presentation

Slide 4 - Wre trying to address the state’'s
responsibilities in each of the nodes that we’ re | ooking at
primarily. Qobviously there’s sone question about ports and
harbors that |1’ ve already discussed. W are anplifying the
ports and harbors discussion. | should add we have reached
tentative agreenment wth tw other organizations, the
Denali Comm ssion and the Corps of Engineers, to do a
three-way study of the state’s port and harbor needs
because it’s kind of |ong overdue. One, it hasn't been
done in a long time and two, there have been a |ot of
changes in what is needed out there, everything from the
change in shipping |anes due to the dimnishing ice, to the
fisheries in western Alaska just due to the changes in
evolution that have gone on in fisheries, all gravitate
toward a need to look hard at what our ports and harbors
need across the state. So, there’'s a suppl enental request
in the 2008 capital budget to fund the state’s share of
that study that | think was announced this week or released
this week.

2:08: 24 PM

REPRESENTATI VE DOOGAN noted the committee has heard testinony
that DOT&PF is building a ot of projects, such as bike trails
and sidewal ks, and asked where those projects fit into the 2030
Pl an.

MR. OITESEN answered those projects are considered to be

ancillary parts of the highway system DOT&PF occasional ly
builds themin a different right-of-way but those are generally
transferred to l|ocal governnents, such as trail systens that

foll ow green belts. He stated:

But, by and large, the trails that we build that are part
of the highway system they are just part of our
responsibility and they are actually talked about in the
plan. There is discussion of them |In fact, internally we
ask ourselves are we doing a good enough job of keeping
track of them because right now all of our asset inventory
tools are focused on the highway itself. They aren’t
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focused on those other features so we think this new video
log tool will allow us to do a better job of getting the
grips of just how many mles of this and that that we own.

2: 09: 49 PM

REPRESENTATI VE DOOGAN asked how he would find out what DOT&PF is
doing to mamintain sidewalks and trails associated with state
mai nt ai ned roadways. He asked if those funds would be part of
t he gi ant nmaintenance fund for roads statew de.

MR. OTTESEN said that is how it works; those funds would be part
of the highway operating budget. DOT&PF' s Hi ghway Safety Pl an
identifies the inportance of clearing those trails and sidewal ks
for safety reasons.

2:11:04 PM
CHAI R JOHANSEN asked whet her those nunmbers are separated out.

MR. OTTESEN replied trails and hi ghway mai ntenance funds are not
separated; they are both part of the same operating budget
because the sane equi pnent and workforce is used.

REPRESENTATI VE DOOGAN said he was informed that typically, the
equi pnent DOT&PF uses to clear roadways cannot be used to clear
pat hways and that in the Minicipality of Anchorage, DOT&PF has
no equi pnment to keep pat hways cl ear ed.

MR. OTTESEN agreed it is fair to say DOT&PF could do a better
j ob. DOT&PF managers say they do what they can within their
budget s.

2:12: 35 PM

REPRESENTATI VE SALMON asked for information from DOT&PF about
improving the J[airstrip] in Red Devil by adding lights, for
exanpl e.

MR. OITESEN said he would refer that question to the new deputy
commi ssioner of aviation who will be on board in a couple of
days.

REPRESENTATI VE SALMON said the lack of inprovenents could be a
matter of |ife and death.
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MR. OITESEN said DOT&PF has been trying to bring airports up to
the mnimm 3,300 foot standard in many areas of the state and
i's now addressing the nost difficult projects.

CHAIR JOHANSEN acknowl edged that a representative from the
aviation division will address the commttee next Thursday.

REPRESENTATI VE SALMON said the inprovenents should be fairly
si npl e and have been on the books for a long tine.

2:14:17 PM

REPRESENTATI VE JOHNSON indicated that his district has severa
state roads and asked if nunicipalities are conpensated for
clearing trails adjacent to those roads.

MR. OITESEN said DOI&F has cross agreenents and shared
responsibilities with municipalities so that, for exanple, if a
muni ci pality clears trails along state roads, DOT&F w || use
its equipnment to clear certain city roads. He said those
agreenents are typically in witing; DOT&F is trying to make
themformal in all cases. He continued his presentation:

On Slide 5, the only thing this slide is trying to show
you, these are all indexed to 100 at the tine of statehood
that our population has about tripled since statehood but
our use of the roadways in terns of EMI or vehicle mles of
travel and the nunmber of vehicles registered have both gone

up three tines faster than popul ation. This is a
remar kable statistic when you consider the fraction of
Al aska that it is really “unroaded.” You ve got alnost 30

percent of the state’s population not on a road system W
actually have sone of the highest registration of vehicles.
| think we have nore vehicles than we have people in this
state, which is an unusual trend. In nost states it’'s the
ot her way around.

2:15:59 PM
| think I won't belabor Slide 6. You’'ve seen a simlar
slide in the presentation |ast week. The price of things

is going up and it’s going up in Alaska faster than it is
el sewhere in the United States. That has just played into
what is happening to the dollars and what they are able to
achi eve.
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On Slide 7 - no surprise here. W' re heavily dependent
upon federal receipts. You can see those three bands. The
top two bands have not changed that much. Their thickness
is about the sane over several years, whereas the federa
band is where all of the growmh has been. For a state that
relies so extensively on federal funds, if sonething
happens to that source of funds, we are clearly at risk and
there’s a lot of discussion that that could happen. There
coul d be changes.

CHAI R JOHANSEN asked where he can find a list of the revenues
for the remai nder of the roads.

MR. OITESEN clarified the bands do not represent revenue for
roads because Al aska has no dedicated fund for that purpose.
Revenues for roads from registration fees and gas taxes are
deposited into the general fund. Funds are then appropriated
from the general fund for the operating costs of the marine
hi ghway and avi ation systens and roads. The red band shows the

operating cost appropriations. He told nenbers the anount
deposited into the general fund from registration fees and gas
taxes is very close to the anmbunt appropriated for roads. He

pointed out Alaska is the only state without a transportation
fund of sone sort.

REPRESENTATI VE FAI RCLOUGH comment ed:

Following up on Representative Johnson’s coments about
personal responsibility inside of particular municipalities

or regions in Alaska, | noticed that it’s nentioned inside
of 2030 about increasing or looking to local communities to
match. |Is there any way to “incentivize” |ocal conmunities

to qualify faster for highway federal dollars comng in by
comng up with nore of a local match? |Is that inside of
your strategy?

2:19:11 PM

MR. OITESEN replied that is considered under DOT&PF s STIP
selection criteria. Communities that contribute nore than the
requi red match are awarded nore points.

REPRESENTATI VE FAlI RCLOUGH asked, “But it is true that under the

STIP that we put roads or any other transportation nodes in
wi t hout any kind of |ocal community match.”
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MR. OITESEN said DOT&PF does but several years ago the
Legi slature included | anguage that requires |ocal communities to
provide a match for projects. He explained:

How our policy works is, we kind of look at the class of
r oad. Roads are characterized by a schene called
functional class. They start at the top with the very,
very high level roads. The primary arterials, which would
be the NHS and the nmgjor arterials in a conmmunity that you
can drive here in town - Tudor Road, d enn Hi ghway, would
all be arterials. As you nove down the functional class

you nmove into what are called collectors, nmjor collectors
and mnor collectors and then eventually you get to what
are called local roads. Every road in the state gets
classified under this system The DOT does it but we do it
under strict guidelines and the oversight of the Federal
Hi ghway Adm nistration who requires that we produce this
functional class study.

So our policy says nmjor collector and above, regardl ess of
ownership, the state will match because those really are
roads that serve broad state interests. They carry a heavy
anount of traffic. In fact, one way to look at it is our
maj or collectors and our arterials, |’ve got the statistics
right here, represent 30 percent of our road mles but
they’'re carrying about 80 to 90 percent of our traffic in
the state. They clearly are where the econony occurs.
They are where our state, you know, our econonmy W ns or
doesn’t win when those roads are well naintained.

So there’s a very, very high interest in those regardl ess
of ownershi p. Roads below that threshold, we start to
require a local match to participate. | should add
historically, federal aid dollars have never been able to
go below major collector — that has always been the federa
scheme and in 49 other states it remains the federal
schene. Only in Alaska are we eligible to spend federa
dollars on the lower tiers of the functional class system
It’s good on one hand because it allows village roads to
use these dollars and |local roads in general, whether they

be village or suburban or even urban. But it’'s the old
adage. When everything is a priority, then nothing is a
priority.

2:21:53 PM
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REPRESENTATI VE  FAI RCLOUGH conmmented that DOT&PF' s criteria
pointing system inside of the regulatory side of the code
provi des hi gher points. She asked the anmount of the percentage
mat ch.

MR. OITESEN said that depends on the apportionnent of funds,
however, in general the match is about 9 percent.

REPRESENTATI VE FAI RCLOUGH asserted that a community that has a
10 percent match woul d score higher.

MR. OITESEN agreed that for every few percentage points above
the mninum a community woul d get extra points.

REPRESENTATI VE NEUMAN requested information on DOT&PF s point
system and for information about whether those communities have
direct access to the federal funds or whether they nust go to
DOT&PF.

2:22: 57 PM

MR. OITESEN said he would provide the point system information

In response to the second question, he said federal funds flow
to DOT&PF, which is responsible for deciding what projects those
funds should be wused for. DOT&PF also has fiduciary
responsibility for local governnment projects that use federal

dol | ars.

REPRESENTATI VE JOHNSON expressed concern about an actual or
percei ved overbuilding of roads in Anchorage because sone roads
have been built to a higher standard than the traffic nerits
He questioned whether the possibility of receiving funds m ght
notivate a community to overbuild roads.

VR. OTTESEN replied noney does not drive the standard

Standards for state roads are determ ned by the state; standards
for rmunicipal roads are deternmined by the nunicipality. He said
the Minicipality of Anchorage’s standards include factors such
as providing space for snow renoved, or for wder intersection
lanes to allow sem -tractor trucks to turn. He said there is
tension anong different wuser groups but the standards are
deci ded by the road owner, not the funding source.

2:25: 11 PM

REPRESENTATI VE JOHNSON asked whether a mmjor collector road
scores higher so that an applicant mght design a road
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i nprovenent project as a mpjor collector road to score nore
poi nt s.

MR. OITESEN said DOT&PF controls the decision to build a mjor
collector road depending on the area it serves and based on
national criteria. He noted the group that requests funds does
not determ ne functional class. That is determined using an
i ndependent revi ew.

2:26:53 PM

REPRESENTATI VE SALMON asked if any nmmjor roads are included in
the 2030 Pl an, such as the Stanpede Road.

MR. OTTESEN responded DOT&PF has proposed new roads only if a
new source of funding has been establi shed.

REPRESENTATI VE SALMON asked if federal noney is included in the
2030 Plan for a [road] to the Pebble Mne if it is devel oped.

MR. OITESEN commented the Southwest Alaska Transportation Plan
states a possible need for a road from Cook Inlet down to

Chigni k and possibly farther south. It also says three snal

segnents should be focused on now. That plan, done five years
ago, took into account limted funding. He pointed out one of
those roads, the Iliama Nondalton Road, has beconme a |ightning

rod for people fearful of the mne s devel opnment.
2:28:48 PM

MR. OTTESEN noted public support for that road was originally
very strong and is now quite m xed because of the Pebble M ne.

REPRESENTATI VE KELLER said the WMatanuska-Susitna Borough has
been asking that he and Representative Neuman work on a method
so that the borough can use its portion of matching funds to
affect the tineline and planni ng process. He noted the Borough
has built a connector but cannot get access to the Knik-Goose
Bay Road because of a timng issue.

MR. OITESEN repeated DOT&PF is prepared to fund roads that are
maj or collectors or above, regardless of ownership. DOT&PF’ s
mat ching fund policy also applies to transit projects because
transit projects serve a group of users that often have no ot her
means of transportation. He said DOT&PF staff has had many
policy discussions on the topic. The Legislature directed
DOT&PF to hold the line firma few years ago.
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REPRESENTATI VE KELLER asked if a nmechanism exists whereby a
comunity can affect a project’s tineline by contributing |oca
noney.

MR. OTTESEN said a conmmunity can affect the tinmeline through the
scoring process. He commented that the Mat-Su Borough has been
a leader in comng to the table to deal with its road needs, as
have Juneau and Anchor age.

2:31:52 PM
CHAIR JOHANSEN noted he would like to bring the commttee' s
attention back to the presentation after Representati ve

Fai rcl ough asks her question.

REPRESENTATI VE FAI RCLOUGH st at ed:

M. Chai r man, it was in response to Representative
Johnson’s inquiry about ... projects spending nore noney.
That does happen on a local level. Local plans can, inside

of the process, at least in the comunity of Anchorage we
| ooked at trails or anenities on the side of the road, and
| believe inside of some sub-criteria for the National
H ghway Systemis — | think there’s sone kind of demarcation
for a 5 percent for anenities alongside the road and then
Anchorage chose to increase that to a higher percentage so
if you look at a roadway |ike 15'" Avenue, some feel that’s
overdressed, sonme feel that’s a nice way to slow traffic
down by those additional anenities and do that so dollars
can be ate up. It doesn’t necessarily change the project
out but it does happen. And then — and it’s wusually by
community request in the area, it’'s not DOT comng in and
saying let’s do nore. It is local comunities and
i ndi vi dual groups asking for anenity changes.

And then in response to Representative Keller, one of the
successes that we had at a local |evel was when you | ook at
mega- projects, if there’s any way to bust those into
smal l er projects. | thought that we were able to
facilitate for the first time ever private sector
contributions in the form of Fred Meyer, who actually cane
in and, to advance their project, we splintered off the
G enn H ghway project that hasn't gone forward as quickly
and were able to provide local conmmunity match actually
from the private sector to come in, instead of bonding or
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ot hers. So, DOI has been responsive when people try to
step up and save the state noney, per se.

2: 33: 58 PM

MR. OITESEN continued his presentation
Slide 8 — slide 8 is where we essentially have added up the
cost of ownership for these three mjor nodes of

transportation broken down into, essentially, the cost of
inmproving that system be it highways or ferries or

avi ati on. W call that system devel opnent. The cost of
life cycle managenent, which is sinply the cost of being a
good steward to the things you already own, if you do
proper |ife cycle mnmanagenent, you preserve an asset and
actually lower your total costs in the future because it
| asts | onger. It is said that $1 in pavenent nanagenent
expenditures will save $4 of rehabilitation in the not-too-

di stant future, so you spend a dollar now or you can spend
four later. Same thing with bridges. And then the cost of
routi ne nmaintenance, and if you |ook at the highway bridge
system it’s over a billion dollars to be full ownership.
This is a bottonms-up analysis. These nunbers were really -
they spent a lot of tinme on consultant data in getting to
t hese nunbers. They are all docunented. They cone from as
much data as we can bring to the table.

The sanme for marine highways: the cost of nmanaging that
system is about $154 mllion a year including fleet
additions or replacenent and refurbishnment, recertification
costs per year, working on the termnals, and then the
[ operation & naintenance] O&M cost. And then finally, for
aviation you see it’'s about $223 nmillion to operate that
system to be the owner of that system including bettering
the systemas well as maintaining what you have.

| want to talk a little bit about that system devel opnent
cost on highways in the next slide that we conme up to on
Slide 9.

2:35: 33 PM

MR. OITESEN continued his presentation:
This is where we talk about a set of strategic priorities.

You could say it's the nobst inportant of a list of very
i mportant projects. W knew going in we couldn’t take the
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full $10 or $12 billion and just say build that, because
it’s conpletely off the table in ternms of funding. So we
looked at ... 1'd say the nost critical projects to the
state and | think if you put 10 people in the room you'd
probably get 80percent agreenent on the list — that people
woul d agree - at least 80 percent - in comon projects.

There will be a few projects that people say no, take that
off and add this. That’s just the nature of our politica

process. | think it was a fair |ook. W tal ked to our
regions about this. W |looked at it and, again, the
i nportant nessage here is not which projects nake up the
5.5 billion. The inportant nmessage is if you wanted to do
$5.5 billion worth of work in the future, how long will it
take you to do that with current resources. You’ re going
to find out, keep this 5.5 billion in mnd as a straw man
l[ist without agreeing to what’s in it, that it wll show
how long it takes to get it done under different funding
scenarios in a later slide.

So, as you can see, there’'s a very snall anount of noney,
| ess than 10 percent for new roads. Al nost everything el se
is sonme form of standards, upgrade, or an urban capacity
i mprovenent including Anchorage, WMat-Su, Fairbanks and
ot her urban capacity.

2:37:10 PM
MR. OTTESEN conti nued:
So on Slide 10, which is unnunbered - |I'm sorry, it |ooks

i ke the nunbering went away here for sonme reason - but the
Al aska financing slide, there’'s sone risk to rely upon the

federal program growt h. | could talk at |ength about what
t hat risk IS, but ever yt hi ng I’m | earning about
reaut hori zation gives ne pause. If you kind of, you know,

right now with [petrol eum production profits tax] PPT just
passing, we |look pretty good but when this was being
witten, PPT wasn’t passed yet and everyone was saying you
know, just a few years in the future wth the decline of
production at Prudhoe Bay, oil revenues don’t | ook all that

heal t hy. Sonme people would say that’s still true, even
with PPT, is that 6, 7 percent decline at Prudhoe Bay is
really going to cone — we’'ll have to conme to grips wth.
So, the prognosis for general fund revenue, long term is
not great.
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W also have the issue that we’ve never had a dedicated
fund for transportation - constitutional reality - we just

haven’t done it. | think as a state, we’'ve tried to |ook
to the federal purse as nuch as possible although it’s
interesting, in early statehood we Alaskans were pretty

brave. W went froma 5 to an 8 cent gas tax increase at a
time that nmade it the highest tax in the land in the early
‘ 60s. That stayed the sane and every other state now has
passed us up. W stood pat and everyone el se has run past
us.

REPRESENTATI VE NEUVMAN asked if DOT&PF is |ooking at changes to
t he gas tax.

MR. OITESEN said it is not. He explained the Governor’s Al aska
Transportati on Fund woul d generate about $50 nmillion per year at

the start. The gas tax would have to increase from 8 cents to
20 cents to raise $50 mllion. Al aska’s snmall popul ati on base
makes it difficult to generate adequate funding. Additionally,
people see a surplus in the bank. He believes the Al aska

Transportation Fund is a fresh idea with nerit.
2:39: 34 PM
REPRESENTATI VE NEUMAN conment ed:

So when I'm looking at this and I'’m reading the 2030 Let’s
Get Moving Plan that’s laid out, this big plan, in these
slides we're trying to keep this $5.5 billion in m nd. I
don’t see how we're going to get that and how we’'re going
to pay for the nunbers that we see in here, correlate
equally into here.

MR. OITESEN said that will becone clear in 2 or 3 nore pages
He stressed that a |lot of state owned and | ocal projects are not
on that list. The list is a subset of needs but it |eaves a | ot
of projects unfunded. He then continued his presentation.

So, the top of the next page - The Al aska Financing
Realities. Mst of the new financing strategies being used
nationally, and there are a bunch of them now that are kind
of comng to the front, just don’t nmake a lot of sense in
our state. There’s just an awful |ot of tendency now to
ook to tolls. Tolls are being used — the State of
Washington is about to toll an existing freeway. They’' re
al so going to toll an existing bridge and they are going to
toll the bridge several years before they rebuild it so
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they are starting to toll projects before they even do the
work that the public is paying for, which is a new concept.
In the past you got — once sonething was built, you got the
toll but you didn't get the toll well in advance of the
construction. They’'re going to have a $6 toll to cross a
one mle bridge in the State of Washington that’s been in
exi stence since the *60s. And they’ ve concluded it’s the
only way they will get it built. Al other funding sources
have dried up

REPRESENTATI VE JOHNSON poi nted out that the State of Wshington
brought Al aska the contai ner tax.

MR, OITESEN added the Port of Long Beach also adopted a
container tax so that idea is beginning to leap frog around the
country. He continued his presentation:

Many ot her taxes, you' ve got what are called — the State of
Col orado built a freeway but built no on and off ranps and
if your area wanted an on and off ranp to use that freeway,
to get to it and get off it, to get custoners there, you
had to do an LID, a local inprovenent district, and you
woul d pay not only for the cost of the on and off ranp, but
you are going to pay for part of the original investnent in
the freeway. So that was how Colorado did it.

REPRESENTATI VE SALMON asked if the 8 cent [gas] tax is stil
bei ng char ged.

MR. OTTESEN explained it is but it is deposited into the genera
fund so there is no way of knowing for what it paid.

REPRESENTATI VE NEUMAN st at ed:
Wth that, could Representative Salnmon find out so he can
get to the people in Sleetnute how much is the DOT putting
into that airport, | mean, what type of planning so he has
the capability to go to DOT and get that information to
provide it to his conmunities?

MR. OITESEN replied, “Absolutely.”

2:43: 13 PM

MR. OITESEN continued his presentation
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So, in general, if we scan the country and we |ook at all
of these — these are all basically one form or another of
user pay concepts. None of them really 1look very
prom sing. There are a few spots where we might use them
| mean we do use user pay on the ferries. W use user pay
on our Wiittier tunnel and we are proposing to use a user
pay concept on the [Knik Arm Bridge and Toll Authority]

KABATA project but | just don't think you are going to find
it works on say, the [Richardson] Hi ghway with 500 cars a
day. It’s just not a viable, practical alternative. So,

we're really not recommending that those techniques be
considered in our state.

REPRESENTATI VE DOOGAN asked if the user pay concept works on the
Whittier road.

MR. OITESEN said the state supplenents the [mintenance] cost
with several mllion dollars each year.

REPRESENTATI VE DOOGAN asked whether the user pay concept works
anywhere in Al aska.

MR. OTTESEN said the user pay system pays for about one-third of
the total cost of the ferry system The KABATA project is
designed so that wuser pay would cover the mgjority of that
project’s cost.

REPRESENTATI VE DOOGAN noted the user pay system al ways proposes
to pay the full cost of a project but seens to be nore of a
suppl ement al fundi ng source.

MR. OTTESEN agreed. As an exanple he noted the Dallas Toll
Authority is charging 11 cents per mle. He stated Al aska has
hi gh construction costs and a |ow population, so these ideas
work el sewhere but may not work in Al aska. The federal aid
program is good to Al aska because Al aska receives a nuch |arger
share than it contributes.

REPRESENTATI VE NEUMAN said he has heard a nunber of funding
options from DOT&F but it is not proposing to raise the gas
t ax.

MR. OITESEN said in addition to the Al aska Transportation Fund,
DOT&PF is considering a return to the Local Service Roads &
Trails (LSR&T) program That programis general funded and uses
dollars in a very cost-effective way.
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2:46:39 PM

MR. OITESEN infornmed nenbers the LSR&T program began in the
1970s and expired in the 1980s. It is still in statute but has
not been funded for 20 years.

CHAIR JOHANSEN said M. Otesen’'s presentation sounds like a
sponsor statenent for the [transportation fund] bill in
comm ttee.

MR. OTTESEN pointed out the 2030 plan was witten not know ng
the transportation fund bill would be com ng.

2:47: 22 PM
MR. OTTESEN continued his presentation

The slide here at the bottom the two bar graphs, this
sinmply tallies up the cost of ownership for the three
systens that | showed on that table previously. It’'s a
little over 1.4 billion. That’s really the cost of being
the owner of these systens, of mintaining them and
bettering them at a sustai ned pace. And then you | ook at
the total anount of revenue that we receive and it’s about
half of that or about $700 million, round nunbers. Sone
systens, if you look at the aviation revenues and conpare
it to the aviation cost of ownership, they are pretty

close, just a little bit short. If you |ook at the federa
aid highway receipts conpared to the highway needs, it is
wel | under 50 percent. So, different systens are situated

differently in ternms of how well they are being funded
today. And | think that’s an inportant take away nessage
Wile the state as a whole has about half the anmount of
nmoney we need, the degree of need is not the sane anong the
di fferent nodes, highways and nmarine hi ghways being the two
that are nost wanting for funds.

CHAI R JOHANSEN commented, “So our aviators are taking care of
t hensel ves.”

MR. OTTESEN said they are but he would love to see DOT&PF figure
out a way to finish about 12 airports.

2:48: 40 PM

REPRESENTATI VE SALMON asked if DOT&PF works closely with the
Bureau of Indian Affairs (BIA).
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MR. OTTESEN said DOT&PF is trying to collaborate with the tribes
to get Indian Road Reservation System funds and has had sone

success but needs to nmke nore of an effort. DOT&PF is also
coordinating with the Denali Conm ssion to work on projects in
several vill ages. He said projects in rural Alaska are funded

from three or four sources including state funds, Denal
Conmi ssion funds, BIA funds, and coastal village funds.

2:50: 00 PM

CHAI R JOHANSEN sai d that question parallels a question raised by
Representative Fairclough |ast week about wusing funds to the
great est extent.

MR. OTTESEN poi nted out each pot of noney has a different set of
rules, which sonetinmes creates a challenge on projects wth
di fferent fundi ng sources.

2:50: 51 PM
MR. OTTESEN continued with his presentation

This slide here with the two graphs that has the three
arrows on it, they just show you that how you bridge that
gap. The sinple way to think of it is you constrain your
needs or you prioritize differently or you increase your
revenue or you do conbinations of those three nmgjor
approaches. W are proposing to do a little bit of each of
those as you'll see as we get into the details of the
recomendati on.

The first — and we then broke it down and there are three
strategies here, we could have made nore but | think the
three strategies represent a pretty good cross-section of a
spectrum of strategies. One is that you maintain your own

annual life cycle nmanagenent funding |evels at about the
percentage you do now, |eaving sonme noney left over for
system devel opment. Why is that inportant? Well, one, the
public clanmors for system devel opnent perhaps nore than
anyt hing el se. Come and fix our road. W den our road.
Make it better. It also is part of our current econony of

the consulting comunity, the construction comunity and,
in fact, the DOT design staffs all conme to rely upon that.
So, if you stop doing that thing, then all those parts of
the econony are left without a funding source.
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What that neans is there is some deterioration of the
system because we’'re not nmintaining it, we're not doing
life cycle managenent steps to the |evel necessary so sone
of your condition of the system starts to go down and that
$5.5 billion list of projects — that very narrow short [ist
of a nmuch bigger set of needs wouldn’'t be conpleted unti
about the year 2041. That’'s a long tine fromnow — 35 sone
years, 30, 40 years.

REPRESENTATI VE DOOGAN asked M. Otesen to distinguish between
the operations and naintenance segnent from the life cycle
managenent segnent.

MR. OTTESEN expl ai ned that operations and mai ntenance are tasks
done annually to keep the system intact, such as fixing guard
rails or snow plow ng. Life cycle managenent tasks prolong the
life of a facility, such as cleaning culverts or fixing a
cracked ceiling. Those tasks are nmajor efforts and are DOT&PF s
maj or expenditure area.

2:53:19 PM

MR. OITESEN conpared it to replacing a roof on a hone rather
than allowing the leak to ruin it.

REPRESENTATI VE DOOGAN asked if the distinguishing factor is that
a considerable amount of noney is spent on life «cycle
managenent .

MR. OTTESEN affirmed that is correct. He pointed out that
DOT&PF now takes $50 mllion out of the STIP each year to do
life cycle projects. Those projects were previously done wth
general funds.

REPRESENTATI VE DOOGAN asked if the federal governnment knows
DOT&PF i s doing that.

MR. OITESEN said it does; preventive naintenance is considered
to be an eligible cost, operations and maintenance costs are
not . He said DOT&PF walks a fine line between bettering the
system and keeping it there.

2:54: 39 PM

MR. OITESEN continued his presentation
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Anot her scenario is let’s focus on life cycle managenent -
excuse ne, operations and nmintenance, this optimzed
operations and nmmintenance at the expense of system
devel opnment and so deterioration slows, you have a slower
increase in the life cycle backlog of projects but suddenly
now your ability to address that set of strategic projects
has gone from 2041 to 2064. You're tal king about alnost a
life time. It is politically alnost inpossible for people
to expect to wait that long for needs they can see today.
You're talking about asking them to wait alnost 60 years

for a set of needs. It would be very, very difficult, |
think, for the departnent and | think for people in your
seats to see that policy inplenented. It’s sort of a non-

starter right out of the gate.

The third scenario is sort of wequally a non-starter.
| nstead, you optimze on life cycle managenent. You put
all of your noney, as nuch as possible, to nanage the
system we have, better our ferries, better our roads, not
inprove them to the point that you' re w dening them but
you keep them snooth, you keep them maintained. You can't
even perform operation and mmintenance at the necessary
level with the dollars we get and there’s no noney left to
now down the backlog of that $5.5 billion Iist. I n other
words, it’s not being through infinity. This is a
conpletely non-starter from the standpoint of trying to do
alittle bit of everything to keep all the needs addressed.

2:56: 07 PM

REPRESENTATI VE DOOGAN referred to the second scenario and said
if system devel opment went bottom up, he could understand the
argunent that DOT&PF could not wait nuch |onger. He asked how
confident M. Otesen is that system developnent is included
because citizens are clanoring for projects and not because
traffic engineers |Iike the idea.

MR. OITESEN replied in Anchorage, for exanple, the nunicipa
projects and the AMATS |ong range plan underwent a very public
process to create the list of projects. DOT&PF di d not change
the list.

REPRESENTATI VE DOOGAN said he was not referring to what the
AVATS board or traffic planners want. He questioned whether
DOT&PF has given significant consideration to scenario 2 or
whet her a plan “goes out the wi ndow the m nute soneone squawks.
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MR. OITESEN repli ed:

| see the downside as being so large in ny own mnd that we
woul d never be able to politically inplenment it. You would
al nrost be shutting off whole sectors of the econony and
just telling them that your services are no |onger needed.
That woul d be one al nbst inmediate consequence of adopting

t hat . You would be telling comunities that your needs
will sinply have to wait for a very long tine. That
constrained list of projects is now out to the 2060 tine
peri od. That, too, would, | think, have consequences in

the political support for one approach versus another.

REPRESENTATI VE DOOGAN clarified that he is questioning DOT&PF s
definition of needs in that statenent.

MR. OITESEN sai d he under st ood.
2:58: 55 PM
MR. OITESEN continued his presentation

| think I’ve given you kind of the three scenarios and |
know tinme is kind of short. | want to just talk quickly
about our national transportation investnent policy and how
we stack up around the world, not only around the world but
around the country as a state. | think it’s an eye opener.
It was for ne when we devel oped t he nunbers.

If you | ook at Europe, the old continent as we |ove to call
it from our perspective, they are doing nassive projects,
projects that are really much bigger in scale and scope
everything from the tunnel to enornmously |large bridges,

tunnels, etcetera, building high speed rail. They are
spending about 3.5 percent of their [gross donestic
product] GDP on transportation. Keep that nunber in mnd

as you go through the slides.

If you look at Asia, it's even nore dramatic. Asia is —
China is building an expressway system that will be |arger
when it’s done than the U S. interstate. They plan on
building it in a faster tinme period than we did the
interstate. They and Japan and India are all building high
speed rail. In fact, one takeaway nunber is — right now
there are 13 nations with high speed rail. If the United
States doesn’'t get sonething going here pretty quickly, we
will not be fourteenth. W will be later than fourteenth
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so we're way behind in that particular technol ogy. Chi na
is spending 9 percent of their GDP and India about 3.5
percent of GDP on transportation investnent. The United
States is spending as a nation less than 1 percent. As an
AASHTO official said, we were sitting on the investnent of
prior generations and neither sustaining it or bettering
it. W’ve just sinply sort of stopped that responsibility.

W, as a state, are spending less than one-half of one
percent of state GDP on transportation and that makes us
44'" among 50 states in the nation. And then if you ask the
guestion well how do we stack up conpared to the six or
seven states nost like us, states with |arge geography and
a small popul ation base, and there are seven of themthat I
identified, we're seventh anong seven. W'’re at the bottom
of that list too. So, even the Wom ngs and the Montanas
are outspending us, let alone the bigger states.

REPRESENTATI VE NEUVAN conment ed:

...Somewhere in history | renmenber sonebody saying it’'s the

econony stupid, you know? | nean if we don't take care of
that as legislators [indisc.] we take into these | ast
couple of slides here, it’'s so critical as to the — | nean

trying to view Al aska from the 10,000 foot level and if we
don’t have a transportation system so that we can grow our
econony, whether it’s a [indisc.] as Representative Sal non
tal ked about or anything that we’'re doing, we're at a |oss.
And with our position in the eastern Pacific Rm Ted
St evens | nt er nati onal , t he third | ar gest freight
transporter in the world, you know, with the polar ice cap
receding and the over-the-top route for ships, freight
ships comng up through there and to the Panama Canal, it’s
only going to get nore — nore busy for Alaska and now is
the tine. But the question | have for DOT is DOT prepared
to make those requests to the Legislature to get us to the
poi nt where we have to get to this? You know, right now,
when we’re | ooking here and you have Al aska spending |ess
than one-half of a percent on gross donestic product and
we're ranking 44'" ... is DOT stepping up to the plate,
comng to the legislature and saying this is what we need
so that we’'re not ranking 44'"?

MR. OTTESEN said DOT&PF is willing to introduce the proposed

Al aska Transportation Fund proposal. It was scheduled to be
heard in the Senate Transportation Conmittee today but was
del ayed. That proposal is the first new idea to fund
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transportation projects. He said he believes that fund is
necessary. He recalled hearing about the need for air freight
capacity in Anchorage during the Cowper Adm ni stration.
Anchorage had lost its ability to serve the passenger narket
because airplanes were not stopping in Anchorage to refuel. The
price of oil was down to the $9 range but the state mnade that
investment and it started a trend that has made Anchorage an
econoni ¢ success. He said transportation investnent is the
foundation to an econony soneti nes.

3:04: 41 PM

CHAI R JOHANSEN stated the transportation fund legislation is in
t he House Transportation Commttee so nenbers will have a chance
to discuss it.

REPRESENTATI VE DOOGAN conment ed:

. M. Otesen, | think part of the problem |I am having
with this is that this presentation takes a |ook at
what’s called on Slide 9 strategic priorities for surface
transportation. It is two different things. One is sort
of a consumer product so, when you say denmand driven by
urban capacity is $2 billion of your $5.5 billion figure
that’s basically drivers want nore roads so that sort of
treats that as a consuner product. Then there’'s a billion
dollars where we would have to match federal standards. I
guess it’s a consuner project if we're spending noney to
make federal highway planners happy. | guess they're the
consuners of that. As you go down this list, you really
don’t hit a very big percentage of this $5.5 billion as
noney that has a direct inpact on econom c devel opnent and
yet, on the other hand, as we go a little bit farther along
in the slides, suddenly we’'re tal king about transportation
as an engine of the econony. | guess what | want to say
here is if our consideration is that we need transportation
devel opnent for economic developnment as Representative
Neuman said, why such a big part of the price tag here?
Essentially transportation is a consuner product.

MR. OITESEN answer ed:

| understand why you are characterizing it as a consuner
product, but | think you can equally characterize it as an
econom ¢ benefit. If you |ook at the new Elnore Road that
just opened, it, by our estimates, is saving the custoners
out there $10 mllion per year in travel tinme, fuel costs,
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etcetera, just sheer benefits of the econonm c advantages of

that. That neans those consumer benefits will pay for that
project in about three or four years, the entire state
investment. The problemis there is no relationship to the

benefits being generated and the state’'s ability to pay for
it. They're coming fromdifferent

REPRESENTATI VE DOOGAN said it will not pay for that project. It
may provi de sonme nunbers that offset each other

MR. OITESEN agreed there is no feedback | oop. He said in
communities wth severe congestion, the business |eaders
conplain that that condition is affecting the econonmy because it
affects delivery of goods and worker transport. He pointed out

the clanmor in Seattle for new urban transportation capacity is
comng from Mcrosoft, Boeing and the |arge enployers because
the traffic problemis affecting their econony.

3:07:59 PM

REPRESENTATI VE DOOGAN agreed that people want a shorter comute
and are willing to spend soneone else’'s noney to do that but
that expenditure differs from the necessity of inproving
transportation for econom c devel opnment. He stated:

I’'m not trying to debate here. I’m sinmply trying to
clarify ... if you take $5.5 billion or whatever it is,
which is a lot of noney even here, and if it’s not all one
thing, how rmuch of it is one thing and how nuch of it is
anot her because | think that insofar as the Legislature or
the policy makers here, we mght be nore willing to invest

in one thing than another, if that’'s the question that’s
put before us. So, we just kind of need to know which is
whi ch.

MR. OITESEN asserted each project brings mxed benefits. Sone
will junp start the econony, perhaps sone are nore consumer
oriented. He furthered:

The question is then can we capture sone of those benefits.
If we make those benefits, can we capture them so that the
cost of building the inprovenent is borne? That’s the
whol e idea behind tolls, for exanple. That’s really the
fundanmental principal behind tolls. People are willing to
pay the toll because they want to drive a little faster and
not see their tine eaten up. | think sone of these are in
here if you look at, for exanple, the special needs. The
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gas line, the truck weight restrictions, clearly have an

econonic benefit. Sone of those rail benefits in the
billion dollars there would be |like the Port MKenzie
ext ensi on. That clearly has an economic junpstart

characteristic to it but your point is well taken and |
respect that.

3:10: 09 PM

MR. OITESEN continued his presentation
Half a percent — you know, in Alaska we're collecting a
hal f percent per mle if you assune, and well actually a

little bit less if you consunme 20 mles per gallon, it’s
about 4/10ths of a penny. O course that’s going to the

general fund. It’s not directly hel ping highways but it
gi ves you sone idea. But the cost to drive for triple As
is much, much higher. 1It’s 50 cents for the standard sedan
and it’s alnost 75 cents for the pick-up truck or the |arge
SUV. So we, as users of the transportation system are
willing to pay a lot to use it. W just aren’t willing to
pay a lot for the road we drive on. It’s sort of a take
away message and it’'s sort of interesting. The system has
just really been starved for capital, yet people are

al ready paying an awful |ot of noney to use that road.

|’ve already given you the Dallas exanple and | wanted to
just talk on this next slide about the constitution but
there clearly is a legislative mandate that we provide for
the utilization, developnent, and settlenent of our [ ands,
use of our natural resources in that we also, through the

Legi sl ature, woul d provi de for t hose facilities’
i nprovenents and surfaces that make that possible. | found
nyself it is kind of useful to read this and not only to
see the statenents. Il give you an exanple. One of the

t hings we sonetinmes get criticized for is, if we propose to
build a road that mght serve a private interest, we get
criticized by people who are watching transportation policy
yet constitutionally it is clearly a nandate that we wll
provide for the settlenent of l|ands and the use of

resour ces. W nmay, as a state, nmke that happen through
devel opment of facilities. It’s interesting that the words
“transportation” or “highways” are not found in our

constitution so this is as close as you get to defining
that relationship.

3:12: 28 PM
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MR. OITESEN conti nued:

Kind of going back to the three scenarios at the bottom
slide here, what is the nost viable scenario? |’ve already
tel egraphed it, which is to maintain O&M and life cycle
managenent at approxinmately the sanme levels and to try to
do it a little bit nore intelligently to — we do a |ot of

what’s called “worst first” in pavenent work. There [are]
a lot of national studies that tell you that worst first is
kind of the wong use of your dollar. | think managers are

on the horns of a dil emma.

Wrst first neans if you have a limted pot of noney for
pavenment managenment and you spend it on your three or four
worst roads that are so torn up they just need to be
conpletely redone, the noney doesn't go very far. | f
instead you took the sane dollars and you spread it over
many nore roads extending the life of their pavenent, you
get better payback.

The problem with that approach is the people who live on
those really bad roads and the representatives in the
| egi sl ature who represent them are going to be on your case
for not doing those roads first. So you are torn between
the need to fix roads that have already failed, which is
sort of the wong use of the nobney from a nmanagenent
st andpoi nt.

So, what we’'re saying in the plan is we need to find a way
to get out of worst first, which is what we’'re doing right
now but the only way you get out of it is you have to find
an infusion of dollars to catch up on the pavenents that
have failed. One key nunber on the National H ghway System

alone, $300 million of pavement have reached their useful
life - that is they have effectively failed. The growth
rate in that backlog of pavenent is about $90 million a
year. So, we're losing about $90 mllion nore a year each
year. W' re only spending $50 mllion a year on pavenent
management activities and that’s beyond the NHS. It’s the

NHS and everything else so, you can see just from that one
metric that kind of problemis grow ng, not shrinking.

3:14: 23 PM

REPRESENTATI VE JOHNSON asked whether M. Otesen was talking
about the nunber for Al aska.
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MR. OITESEN said that is the nunber for Alaska on the 2,100
mles of National H ghway System al one.

REPRESENTATI VE JOHNSON asked how much of the total nmles Al aska
is responsible for.

MR. OITESEN said he would provide that nunber for the rest of
the state-owned system but DOT&PF does not have good nunbers for
| ocal | y- owned roads.

MR. OITESEN continued his presentation:

So, there is some kind of focusing going on in the
recommendat i ons. One is - the focusing is we continue to
pay attention to the National H ghway System as our first
priority. Again, it’s where nost of our use of the highway
occurs. It’s where nost freight travels. It’s where nost
people are driving their big mles, their high speed mles.
| lived on a gravel road in front of ny house for a |ong,
long tine and sonetines it was pot-holed, sonetines it
wasn’t. But, you know, | didn't care that nuch because it
was only a half a nmile and then | was on a state paved road
and life went on. So ny road can be in pretty bad shape
and ny commute wasn’'t really that big a deal. But when
you're driving on 10 or 15 mles a day of really bad road,
it’s a different story.

So the question is, if you focus on the viable roads, what
do you do about that next tier, the tier that you re not
focusing on? This is essentially triage and triage is
about the art of making hard priority choices. It al ways
| eaves sonething undone if you understand that philosophy.
The commttee, the transition team for DOI, strongly
recommended that we do exactly this - that we focus on the

NHS first. | throw it out with a bit of caution because
it’s like worst first. Every time you direct your dollars
here, you're going to |eave sonething undone. It’s that
undone conponent that raises the question how do we get to
t hat too.

3:16: 27 PM

MR OTTESEN conti nued:

So you’' ve seen here on the next slide the strategic project
tinmeline. Under our scenario, we could only get to the
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$5.5 billion list by 2041. |I|f we brought nore noney to the
table and focused on that list, there is how fast we could
accelerate it at three funding scenarios: $100, $200, and
$300 mllion additional per year. You can see if we could
get $300 mllion a year, we could have that list done in a
decade; sonmething less, it obviously stretches out into
anot her 10 years. So, it’s just a way of understandi ng how
fast additional noney would help you get to a prioritized
set of needs.

The bottom slide points out the obvious. Il think it is
something that sonme tines gets forgotten. D fferent
transportation systens in the state are kind of in a
different set of circunstances. Qur state highway system
and our rural airport system have no internal funding
mechani sm The system nmanagers are not allowed to adjust

funding, set rates, retain revenue - a constitutional
prohibition. At the same time, in the sane state, we have
other transportation systens, including our international

ai rport system t he Por t of Anchor age, whi ch IS
muni ci pality owned, but also the Alaska Railroad and
KABATA, so three out of four of those are also under the
same constitutional rules but sonmehow they're going to be
allowed to set rates, retain revenue and, actually in sone
cases, even raise capital

REPRESENTATI VE NEUVAN said M. Otesen nmentioned that by statute
no internal funding is permtted for highways and airports. He
asked M. QOtesen if he has any suggestions to renedy that
pr obl em

MR. OTITESEN said he does not. He said he was pointing out the
difference so that people understand the problem He conmented
that he recently purchased an airline ticket and realized the
fare contained nore taxes than he will pay in road taxes in one
year. Airports charge fees at every turn that make those
airports nodern, efficient systens. He said a road is like a
utility. There is no hook-up charge or charge for the degree of
use. It brings traffic to private property and the property
val ue goes up. Then, the road needs to be w dened because of
that success and the state nust pay for the enhanced val ue that
it created.

3:20: 36 PM

MR. OITESEN said that is a conplication of the current system
He then told nenbers that concludes his presentation. He
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poi nted out one of the biggest risks of his recomendation is it
assunmes the continuation of a high level of federal funds. He
said he would like to talk to nenbers about the bold ideas
associated with the federal reauthorization; sone would not be
beneficial to Al aska.

CHAI R JOHANSEN asked i f menbers had any final questions.
[ No one responded. ]

CHAI R JOHANSEN asked what would happen if DOT&PF inadvertently
omtted a | ongstandi ng DOT&PF policy fromthe 2030 pl an.

3:22:22 PM

MR. OTTESEN responded DOT&PF experienced that situation on an
I I i amma- Nondal t on proj ect. The state court found that DOT&PF s
plan was not in keeping with statute because no cost effective
anal ysis was done for that project. DOT&PF had to re-open that
pl an, which was part of the |long range plan. That process took
about six nonths. The court allowed DOT&PF to proceed after the
anal ysis was done. He said the long range plan is typically
updat ed every five years and that it takes about two years to do
an update because an update requires nore public involvenent.
He said DOT&PF is now rushing because he does not believe the
federal rules took into account sone states’ election cycles and
that new governors would want to have input into their states’
pl ans.

CHAI R JOHANSEN asked if DOT&PF coul d renedy an om ssion.

MR. OITESEN said the amendnent process allows changes to be
made. He said the policy omssion noted by Representative
Johnson probably would not prevent it from being adopted but he
believes that policy should be nentioned anyway as it 1is
i mportant.

3:24: 04 PM

ADJ QURNVENT

There being no further business before the commttee, the House
Transportation Standing Committee neeting was adjourned at 3:24
p. m
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