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Johansen, Johnson, Keller, Neuman, Doogan, and Salnmon were
present at the call to order. Representative Fairclough arrived
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State Transportation | nprovenment Pl an

1: 33: 34 PM

CHAI R JOHANSEN announced the only order of business would be the
continuation of the State Transportation |nprovenent Plan (STIP)
presentation, and directed the commttee to page 13 of the
handout. He asked M. Otesen to explain the new handouts.

1: 34: 12 PM

JEFF  OTTESEN, Di rector, D vision of Program Devel opnent,
Department of Transportation & Public Facilities (DOT&PF),
explained to nenbers that the blue, two-page draft docunent
sumari zes the strategic highway safety plan. Its key point is
that four state agencies, several federal agencies, and many
| ocal agencies jointly prepared the plan.

MR. OITESEN sai d Congress mandated that states devel op strategic
hi ghway safety plans. Congress envisioned governnent agencies
making a joint effort to acconplish the task. He encouraged
menbers to read the docunent and stressed that highway safety
needs nore attention.

1:35: 29 PM
MR. OITESEN began his presentation, as foll ows:
The sinple take away nunmber is if we do what we're

doing today, which is a pretty good job, if we just
continue doing that, in 10 years up to 1,000 deaths,

five to six tines that major injuries, and $5 billion
in societal costs [will have occurred] from highway
acci dent s. That will be our tax as a state. If you

t hi nk about the chances of dying in a highway accident
with 1,000 deaths in 10 years, it’'s a remarkably high

set of odds. It’s less than 1 in 1,000 for each
i ndi vidual here in the room It’s very real. It’s
very tragic. | just got a notice today of another

tragedy in the Kenai area — a 13 year old boy died
It goes on and | now see those reports every tinme they
conme in and they sonetinmes are just heartbreaking.
So, enough of that.

1: 35: 59 PM
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The other handout is on functional class, a few

slides. W call themthe pyramd charts. 1'Il take a
mnute just to explain the first one and then the rest
of it wll go easy. [ These are] the four nmajor

classifications in functional <class from arterials,
the nost inportant roads in terns of their purpose
down to | ocal roads. And then the chart further down

is representative of the nunber of lane mles. So
this is a representation of how many lane mles of
each class and then it also illustrates who owns those

lane mles so you see for the top tw classes,
arterials and major collectors, DOT is the predom nant
owner and those two classes total up to about 30
percent of the lane mles in the state.

Prior to 1991, and a change in federal law at that
time, our federal dollars could only go to those top

tiers. There was no ability to spend them bel ow on
m nor collectors or local class roads. In 1991 the
| aw changed for Alaska and Al aska only. No ot her

state has this permssion and it’s both a good thing
and a bad thing.

1: 37: 09 PM
MR. OITESEN conti nued:

The good thing is you can now work on roads that are
functionally classed in the lower tiers but the bad
thing is you ve tripled your mleage that these
dollars could apply to and it nmakes it harder then to
focus on the top roads, which is really where the
action occurs. I’1l show you that in the next two
sl i des.

The second one presents the four tiers in exactly
the same order, arterials down to local, but it’'s now
reflecting the amount of traffic each is carrying. So
you can see those top two tiers are only 30 percent of
our mles of road but they are carrying 35 percent of
total traffic. So, that’s really where people are
traveling, the predom nance of their mles.

1: 37: 56 PM
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REPRESENTATI VE NEUVAN asked how to incorporate the infornmation
to specific areas. He asked if the sane facts and percentages
hold true in the Mat-Su Borough.

MR. OITESEN said they hold true for any place on the road
network. The community of Kenai would have the sanme nunbers as
Anchorage and the sane hierarchy of roads exists in both. The
Parks Hi ghway and G enn H ghway are major arterials. The |esser
roads are classified as mgjor collectors, mnor collectors, and
| ocal roads.

1:39: 03 PM
MR. OITESEN continued his presentation

The third slide sinply shows you where the accidents
occur in this state and we have a value we assign to a
fatal accident, to a najor injury accident, to a m nor
injury accident and to a property danage accident.
When the nunber of accidents is multiplied by the
cl ass of accidents, 86 percent of the accidents occur
inthe top two tiers.

1: 39: 36 PM

REPRESENTATI VE DOOGAN asked if roads are classified according to
their use in a specific area or whether it is a matter of how
roads are designed.

MR. OTTESEN replied roads are classified by both. Arterial
roads are at one end of the continuum |ocal roads are at the

ot her. The primary purpose of an arterial road is to nobve
traffic from place to place, not to provide access to adjacent
property. That is a function of |ocal roads. He pointed out

| ocal driveways are not |ocated along the denn H ghway. Access
to |l ocal property is froma second tier road.

1: 40: 34 PM

REPRESENTATI VE DOOGAN asked how the classification system would
apply to a 12-mile gravel road in, for exanple, Representative
Salnmon’s district that connects a village to the garbage dunp.

MR. OITESEN replied that road would be classified as either a
maj or or mnor collector because it serves two purposes. People
m ght use that road to travel a distance but mght also use it
to access a private hone. That type of road falls in the mddle
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of t he conti nuum DOT&PF has difficulty assi gni ng
classifications to such roads.

1:41: 22 PM

REPRESENTATI VE DOOGAN coment ed t hat assi gni ng r oad
classifications in an urban area woul d be easier because traffic
patterns can be studi ed and design standards can be applied. He
asked how DOT&PF assigns the classifications in rural Al aska.

MR. OTTESEN said the main road in a village is often linked to

an airport, school, or other nmjor points. Those roads are
typically classified as major collectors and are eligible for
federal funding. He noted the arterial road classification is

relatively rare.
1:42: 09 PM

CHAI R JOHANSEN questioned whether arterials are classified as
part of the National H ghway System

MR. OITESEN replied, “That is a different classification but
there is a strong connection between arterials and the Nationa
H ghway System He pointed out that not all arterials are on
the National H ghway System but alnost all National H ghway
Systemroutes are arterials. He continued his presentation.

So, | just wanted to show you the functional class and
how it relates to the use of the system

1:42: 47 PM

REPRESENTATI VE JOHNSON referred to the statistics M. Otesen
tal ked about earlier and asked if 86 of 100 accidents happened
on arterial roads.

MR. OITESEN noted the nunbers are a reflection of the accidents
and their severity. He expl ained:

So a property damage accident only — that is there’'s
only property damage, there’s no human injury, would
be weighted at a standard value for property damage
only accidents. An accident involving a fatality
woul d be weighted much, rmuch higher. Several mllion
dollars is the typical value that’'s assigned to this.

1: 43: 31 PM
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REPRESENTATI VE JOHNSON asked whether the value anount includes
any legal action involved or whether it represents the total
econonmic picture including any settlenents. He also asked
whether two passengers in a vehicle would count as two
acci dent s.

MR. OTTESEN explained that a collision is considered to be a
single event. An average value derived from national standards
is assigned to it. The property damage category reflects damage
to the vehicle but no reported injuries.

1: 44: 32 PM

REPRESENTATI VE JOHNSON asked M. Otesen if he could provide the
total nunmber of accidents with the weighting or a copy of the
f ormul a. He commented three accidents could account for 86
percent .

MR. OITESEN pointed out the weighting contains values assigned
to accidents that are nationally recognized and used by DOT&PF
consistently. Those values and accident records are used in the
safety project selection process to identify which projects wll
best serve the popul ation. He stated, “In rough tiers, a
property damage accident is valued at several thousand doll ars.
A mnor injury is valued at about $10, 000. A major injury is
valued at - it can be as nuch as alnost $100,000 and when you
get to fatal they go up to the mllions.”

1: 46: 05 PM

REPRESENTATI VE JOHNSON ascertained that a fatal accident would
skew the nunbers quite a bit so that the dollar factor of one
accident on a local road m ght cause DOT&PF to view the safety
of that road differently than reality woul d ot herwi se dictate.

MR. OITESEN said when getting down to that nuch detail, traffic
engi neers would have pretty good records on the cause of the
acci dent. Sonetinmes alcohol is involved and the road features
have nothing to do wth the cause. The vast nmjority of
acci dents, over 90 percent, are caused by driver behavior.

1:46: 53 PM
REPRESENTATI VE JOHNSON renarked that nunber is used when

assigning a value for the purpose of deciding what projects wll
be included in the Statew de Transportation |nprovenent Projects
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(STIP). He continued, “You said that you did it on public
safety and so you evaluate it and you prioritize based on this
so | am assuming that this nunber feeds into the STIP
sonewhere.”

MR OTTESEN said correct.
1:47: 47 PM

REPRESENTATI VE JOHNSON expressed concern that the STIP could be
mani pul ated by assessing a value and wusing an inconsistent
formula and again asked M. QOtesen to provide him with nore
i nformati on about the formula.

MR. OITESEN said DOT&F uses nationally respected sources to
determ ne the values. The departnment consistently applies those
values to all projects.

1: 48: 05 PM
REPRESENTATI VE JOHNSON asked if all states use the sane nunbers.

MR. OITESEN said he believes they do and said the nunbers are
from the Anerican Association of State H ghway Transportation
Organi zati ons (AASHTO).

1: 48: 17 PM

REPRESENTATI VE SALMON asked what ownership the state has in
vill age roads and airports.

MR. OITESEN answered the ownership of roads is often mxed and
varies from village to village. However, the functional class
is determ ned regardl ess of ownership. A road’ s prinmary purpose
determ nes its functional class.

1:49:15 PM

REPRESENTATI VE KELLER asked if accidents caused by driver
behavi or are represented in the triangle.

MR. OITESEN said it represents all accidents. The purpose of
the triangle is to illustrate that when DOT&F designs a
particul ar segnment of road, its engineers analyze data from the
accidents that occurred on that road that mght influence the
desi gn.
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1:50: 17 PM
MR. OITESEN continued his presentation

| was just going to say that when you asked us to
prepare this presentation you had four broad topics

and they are shown on page 1 of the slides. W are
done with tw of them W’ ve done the genera
overview and the federal funding rules. W’ ve done

t he SHAKWAK fundi ng. W are now about to start the
federal funding process as it relates to state funding
and then we’'ll wap up with the STIP, but | think
there’s been so nmuch building going on, we can ¢o
fairly quickly fromhere forward.

1: 50: 57 PM
MR. OITESEN conti nued:

W re at the bottom of page 12. The slide reads,
“Federal Funds and State Budget Authority,” and |I'm
going to explain how they relate and is there a one-
to-one relationship and |I'Il explain that termin the
next slide here.

At the top of page 13, here | conpare the two ternms of
art, the federal funds thenselves and then their
presence in the state budget. You'll see there are a
ot of differences. The federal funds cone to the
state by a funding type, the apportionnent type, and
we tal ked about apportionnent and all of the different
kinds of apportionnent: bridge apportionnment, safety
apportionnment, National H ghway System apportionnent.
On the other hand, when we wite the budget we wite
it by the name of the project so we're now — we're
already sort of wusing two different systens. The
budget at the state level says project X, so nany
mllion dollars, the fund source is federal funds.
It’s already - we're not talking in the sanme terns.
W' re not tal king about apportionnent. W' re talking
about the nane of a project and not the funding type.

The shelf life for those federal funds is generally
one year. An exception m ght be earmarks and a couple
ot her categories but the general shelf life of federal
funds is one year, whereas in the state budget, when
we get authority in the state budget to use federa
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funds, that is ten years and in sone cases even

| onger. They say you can extend it indefinitely if
you can show that you are still working.
1:52: 32 PM

MR. OITESEN conti nued:

1

53

VWhen we wite a STIP with federal funds, we are

constrained to a dollar level, to an estimted or
predi cted dollar |Ievel. In other words, we have to
wite the STIP to a budget. The capital budget

doesn't have that same constraint on the federal side.
It certainly does on the general fund side but on the
federal side, there isn't a firm budget and what often
happens is we end up with nore federal authority than
we wll ever have federal dollars. So your state
budget doesn’t have this one-to-one relationship and,
in fact, we mght be building a project next year that
is relying upon state authority received in next
year’s budget or received in a prior year’s budget.
There is no absolute relationship to the year of
appropriation on the state side and the year of
expenditure with the federal dollars.

: 127 PM

The controlling docunentation is quite different. The
STIP controls the federal side and its rules. The
whol e state budgeting process, the capital budget
process, is the controlling docunent on the state
| edger side. How that is anended is different. The
STIP anmendnent is done by a STIP anendnent. The
capi tal budget is done through [Legislative Budget and
Audi t ] LBA in t he interim or t hr ough a

reappropriation, sonme type of |egislative action.

And then, finally, the two branches of governnent are
i nvol ved: the executive branch on the STIP side, the
| egi sl ative branch on the capital budget side. Let ne
just talk about this one-to-one relationship because

over the years | get asked this question a lot and
people will say, “Wy don't we just have a capital
budget that is precisely what you think you re going
to spend on the STIP?” It’s a very sinple and | think
a concept that people want to grab on to and feel
would be a very good way to control DOT, if | nmay be
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so bold. | think it would also be a very good way for
us to ensure that we |ose federal funding in each and

every year. The federal project process invariably
has projects that slip. They hit a delay in
perm tting. They hit a delay in the environnental

process, the conmmunity process that we go through, the
right-of-way certification process, and whenever one
of those projects gets delayed, we accelerate a
different project to ensure those federal funds are
not |ost because those federal funds are use or |ose
if we don’'t have another project in its place. So we
need to have enough authority on the state side that
we can nove projects around to not |ose them and this
happens every vyear in the July-August tinefrane.
There is a mad dash to figure out what can go and
what’s got to be substituted so that dollars are not

| ost.
1:55:17 PM
CHAIR JOHANSEN said that is the main reason for the frustration
of his constituents and others - anticipating a project but
having it pushed back. When that occurs, he gets phone calls

from people who think the project has been pulled. He asked how
to relay to the public the reason for the delay and whether
DOT&PF gets simlar phone calls.

MR. OITESEN agreed that is clearly a problem He was not sure
of a clear, easy solution. He stated that as the summer season
approaches, everything gets conpressed. DOI&F has to commit to

obligating the federal dollars by August. |f DOT&PF cannot make
that commtnent, it has to plan substitution projects, which
creates a mad dash to check right-of-way permts, etcetera. In

a perfect world, DOT&PF would take tinme to communicate its plan
to the public but if it tried to do so by August, the federa
dollars could be |ost. He said if DOT&PF | oses the dollars, it
would not be a good steward of the system or of the public
process. He repeated that he does not have an eloquent
sol uti on.

1: 57: 58 PM

CHAI R JOHANSEN asked if DOT&PF chooses substitute projects from
the $200 mllion of projects that are ready to go.

MR. OTTESEN said DOT&PF usually picks from projects that are
already in the STIP. He expl ai ned:

HOUSE TRA COW TTEE - 10- January 31, 2008



What wusually is happening is you have a |list of
projects that are in the STIP. Let’s just
hypothetically say it’s 20 projects. Vel |l there have
been cost increases on several of them and we don’'t
have enough noney now to do all 20. W’re only going
to be able to advance 16 of the 20. So what we're
really doing is taking that obligation limt planned
for four projects and spreading it across the other
16. So, 16 projects in ny exanple are proceeding.
Four projects that were in the STIP are going to be
del ayed. That’s essentially what the give and take
is. Sonmetinmes we're looking for a new project to slip
in. That's a little nore rare.

1: 59: 04 PM

CHAI R JOHANSEN said he thinks that is also the cause of sone of
the Legislature’'s frustration. He comented that |egislators
know DOT&PF needs some “w ggle” room but some people think it
has too nuch

REPRESENTATI VE DOOGAN said if he had an idea of the anount of
federal funds the state would have to forego to get control of
DOT&PF, he m ght agree to do so but he doesn’t think the trade-
off is that exact. He then said M. Otesen’s docunent says the
executive branch decides on the federal funds in the state
budget. He asked if that neans every STIP anendnent is approved.

MR. OITESEN said the state executive branch, i.e., DOI&PF,
prepares that anendnent. The comm ssioner submts it to the
federal agency that actually approves it. That decision is nmade
internally.
2:00:19 PM

REPRESENTATI VE DOOGAN asked if the STIP anmendnments are routinely
approved.

MR. OTTESEN said the approval rate is 100 percent wth the
caveat that a STIP anendnent could be approved except for the
Fai rbanks netropolitan area because of air quality issues. He
furthered:

They have sone extra work to go through «called

conformty and if their work was not conplete, they
can approve the STIP...with geographic exceptions so
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we would get a 95 percent approved STIP and two or
three weeks later the other piece of it would be
approved | ater on.

2:01: 07 PM

REPRESENTATI VE NEUVAN sai d peopl e want t ranspar ent
accountability in governnent. He stated, “lI want to see sone
correlation of where our state funds are and what’'s there as
conpared to what may be there in federal and how those nonies
are being spent.” He asked if M. Otesen’s docunment provides
t hat information.

MR. OITESEN i ndicated that DOT&PF s budget is partly federal but
state funds have also been appropriated to projects. That
amount has been sizeable in the last few years, hundreds of
mllions. Those projects do not show up in the STIP, they fall
under another process. He said those projects could be included
[in the STIP] for the public to see, but DOT&PF is not legally
required to do that and the workload that would require would be
huge. He noted others have advocated that DOT&PF i nclude
federal projects in the STIP for the sake of transparency. He
does not oppose doing that but is concerned about the workl oad.
He stated that on scored community projects, a project not
conpleted in 06 would be first to go in *07.

2:04:15 PM

MR. OITESEN told nenbers last year DOIT&PF had to let two
Sout heast projects slip; buses for Ketchikan and Juneau. DOT&PF
needed those dollars for a different project so that the project
could go to bid. He told the Southeast Region those buses would
be funded first next year.

2:05: 08 PM

REPRESENTATI VE NEUMAN asserted that he has heard conments that
DOT&PF seens to be out of control in that it has a |arge budget
but no one seens to “know where it’'s at.” He asked how he
shoul d respond to those comments and repeated that he would |ike
to see a nore transparent process.

MR. OITESEN said one possibility is to nake sure that all
projects are located in the sanme place so that people do not

have to look for information in separate silos. He noted that
to find a general fund project, one would have to find the
project nanme by region on the website. Federal projects are
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found under the STIP. He acknowl edged that is not the nost
transparent of systens but is the system DOT&PF has right now.
The second issue of how to make the decision naking process nore
transparent is difficult because of the timng problem during

the summer. He said he is asking regional planners to tell
communities that projects are delayed and why and that those
projects will be given priority the next vyear. He rem nded
menbers that federal funds will |apse if DOT&PF spends 60 or 90

days on a public process during the sunmrer.
2:07:36 PM

REPRESENTATI VE SALMON asked M. Otesen if he is famliar wth
the Eureka to Ranpart Road.

MR OTTESEN said he is.
2:07:48 PM

REPRESENTATI VE SALMON said that 30 mle road has two bridges and
about 14 mles of that road have been conpleted although the
proj ect has been ongoing for 30 or 40 years. He said he did not
see that project in the STIP and asked when it wll be
conpl et ed.

MR. OITESEN told Representative Salnon the Eureka-Ranpart road
is part of the Al aska H ghway System which is conprised of 1500
mles. That system only gets about $16 to $18 nmillion per year
statewide so it is grossly under funded. Al Al aska H ghway
System proj ects have been waiting to be conpleted for years.

2:09:39 PM

REPRESENTATI VE SALMON asked for witten information about that
proj ect .

MR. OTTESEN said he would have regional staff provide a report.
He pointed out the regional director would be addressing the
commttee in two weeks and can al so answer that question.

2:09:56 PM

CHAI R JOHANSEN noted he invited the three regional directors to
address the comm ttee.
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REPRESENTATI VE JOHNSON asked the nunber of projects that either
slip each year or from which funding is taken to finish another
proj ect .

MR. OTTESEN said the nunber is in the 10s depending on the year,
and could be 20 to 30 in a bad year. He said the cause is not

only the high cost, it is also the erratic nature of the federa
f unds.

2:11:13 PM

REPRESENTATI VE JOHNSON asked if DOT&PF has a public information
of ficer.

MR. OITESEN said it does.

REPRESENTATI VE JOHNSON r emar ked:

So we’'re talking 30 projects that slip. ...Having been
press secretary for this body, | can tell you that
|"ve done 30 press releases in a day. I find it
appalling that...if a public information officer
cannot handl e 30 i nformation di stributions to
communities, |’ve got some serious concerns. What do
t hey do?
2:11:54 PM

MR. OTTESEN sai d DOT&PF uses a different technique. Staff makes
per sonal phone calls to people in the conmunity.

REPRESENTATI VE JOHNSON questioned whether that technique has
been wor ki ng.

MR. OITESEN replied, “The question is has it been working at

every level of the comunity. The city council may know, the
city manager may know. |’ m not sure every person in the coffee
shop knows.” He acknow edged the value of using a press rel ease

and noted the public information officer has not yet worked over
an entire STIP cycle.

REPRESENTATI VE JOHNSON commented that he receives phone calls
from the people in the coffee shops. He said he’d nuch rather
they be notified because the mayor will find out el sewhere.

MR. OITESEN sai d he appreciated that comment.
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2:12:55 PM

REPRESENTATI VE DOOGAN i ndicated that M. OQtesen referred to $16
to $18 mllion in annual funds appropriated to the Al aska
H ghway System and asked if those funds are federal dollars.

MR. OTTESEN replied they are federal dollars plus the associated
mat ch; usually a 90:10 rati o.

2:13:35 PM

REPRESENTATI VE DOOGAN questioned why nore noney isn’t available
for that program

MR. OTTESEN expl ai ned that DOT&PF uses a fornula that allocates
a pie. The formula is partly in regulation and partly in
statute. DOT&PF can change the regulation but not the statutory
requirenent.

2:14: 12 PM

MR. OITESEN directed nenbers to copies of the pie chart in the
committee packet that categorizes DOT&PF s flexible federal
dollars: 48 percent of +those dollars goes to the National
H ghway System 8 percent goes to the Al aska Hi ghway System
whi ch has about 1,500 centerline mles; 2 percent goes to the
TRAC program which covers trails and recreational access; 39
percent goes to comunity class roads; and the remaining 3

percent is left to provide “a little wiggle room” He repeated
the Al aska H ghway Systemis the least well funded; it consists
of state level highways that connect conmmuniti es. The federa

government does not consider themto be at the | evel of National
H ghway System roads. He said if one was to divide the funding
stream by the nunber of road mles and assuned an average cost
of $1 mllion per mle, a new project could be built every 120
years.

2:16: 09 PM

REPRESENTATI VE DOOGAN asked if the federal governnent determ nes
t he amount of Al aska Hi ghway fundi ng.

MR. OITESEN said the state determ nes the Alaska H ghway System
f undi ng.

REPRESENTATI VE DOOGAN asked if that state-level decision is
based on road traffic.
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MR. OITESEN said the decision is made using a conbination of
factors. However, the 1991 decision that determ ned conmunity
roads to be eligible for federal funding tripled the mles that
were eligible but reduced the nunber of mles allowed for high-
| evel roads. He pointed out that DOT&PF is facing the dilemm
that when everything is a priority, nothing is a priority.

2:17: 18 PM

REPRESENTATI VE DOOGAN asked:

If the Alaska H ghway System is basically ... big
roads that don’t fit the National H ghway System ...
and because we’'ve got it divided by category, |I'm

going to make the assunption that these are nore
likely to be big rural roads than big urban roads
because the big urban roads are nore likely to be
Nati onal Hi ghway System roads. Then, because this
information is divided by category as opposed to by
| ocation, it is inpossible for [legislators] to nake
any sort of a reasoned judgnent about the allocation
by area, i.e., if there are people living soneplace in
Al aska because they have the msfortune to fall under
the Alaska H ghway System as opposed to under
community roads or National H ghway System roads that
their roads are never going to get finished. Right? |
mean how do we get to grips as policymakers with those
ki nds of guesti ons consi dering the way this
information is presented to us?

MR. OTTESEN said DOT&PF is trying to communicate through the
2030 docunent and |egislative presentations the harsh reality of
the state’s list of transportation needs versus limted funding.
He said the situation is a daily dilemma for him The facts
that federal funding rules have changed, costs have increased,
and DOT&PF has no second or third source of funding have created
a situation where very deserving projects go wanting. DOT&PF
can, according to its regul ations, spend National H ghway System
funds on Al aska H ghway System projects. The National Hi ghway
System is where the econony is taking place because of heavy
commuter and freight traffic so DOT&PF is cautious about taking
funds fromthose projects.

2:19: 48 PM
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REPRESENTATI VE DOOGAN asserted that although he understands the
difficulty of decision making with limted funds, his point is
that he is not sure he can identify what is getting funded and
what is not, because he is unable to identify which roads fall
under which category. He needs to be able to locate specific
projects on a map rather than try to locate them by funding
sour ce.

MR. OTTESEN said those maps are available on the Internet and
that he woul d provide copies to the commttee.

2:21:07 PM

REPRESENTATI VE DOOGAN mai nt ai ned the problemis that DOT&PF does
not manage it that way. He furthered, “You're managing it this
way and it seens to ne that that’s where a ot of the difficulty
arises, is if youre managing it by category when it’'s actually
built by location.”

MR. OITESEN said he was not sure that characterization 1is
correct. DOT&PF s system has evol ved over tinme. Past give-and-
take interactions with the legislature created the terns and
some were codified in regulation and statute.

REPRESENTATI VE DOOGAN sai d he under st ood.
2:22:16 PM
REPRESENTATI VE FAI RCLOUGH noted she represents District 17, the

Eagle River area. That district has waited nore than 10 years
for a road [upgrade] on a road that 35,000 people use every day

so the problem is not wunique to rural Al aska. The list of
projects is prioritized according to lane mles, traffic and
other specific criteria. The regional offices can provide

| ayouts for the regions. She expl ai ned:

How it works, as | wunderstand it from ny conmunity’s
perspective is small comunity nenbers, 5 or 10
peopl e, get together and they forma |ist of projects.
In nmy comunity it’s |abeled the comunity council.
In a tribal entity it would be a tribal entity. They
forward those projects through to the myor or
what ever the | ocal gover nnment i s. They are
prioritized there throughout their whole community so
Eagle River and the road that |I'’m tal king about had to
go to the big city, Anchorage, stand before the big
city and say how our project and the mles that were
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valuable to our community lined up against the needs
of C Street that was sort of a larger corridor, w der,
and they create a master plan inside of that tribal
government or a nunicipality that goes forward.

They fund that many different ways. In nmy comunity
we have a road service area board that we actually
handl e and tax ourselves to go out and help inplenent
proj ects. The city of Anchorage goes to their voters
and they choose a different path. So there are all of
these different paths that we work with DOl on and
t hey advi se us and we do a transfer of
responsibilities in different things to upgrade those
r oads. But please don't let the public think that
there isn't a well thought-out process because,
believe nme, | banged ny head on this process for 10
years trying to get around it to see if there were
different ways that we could push or pull. Certainly
we are the legislative body that should say and feel
like we want to be involved in the process of picking
and choosing but | warned this committee early on that
you have to be able to give it a statew de approach in
your | ook and your application and not an Eagle River
approach to a statew de pl an.

So | believe what M. Otesen has been telling us, and
he has been trying to explain to us at our request,
was the federal conmponent of this project. The
department has rnuch bigger projects that have it all
lined up and he’'s referred you to the conputer or on
to the website that has those master plans by inch and
mles, by road by mles, and we’ ve asked them to
explain this conponent. That’s not the entirety of
DOT. It’s not the entirety of the Minicipality of
Anchorage or all of the resources that we bring to
bear to bring projects so that rubber can neet a
surface that people can travel on or that water can be
traversed off of our ferry system

| know that [we want] to get to the bottom of
sonething here but the people that work for the State
of Alaska in all of our departnents do great work.
They should be very proud to be able to bring to us
from every departnment, including DOI, a set of
criteria and open thenselves up to sit in front of us
and have us keep asking what, why, where, how and
when. Pl ease know that they have systens in place
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that you can challenge that hold water per se. They

are good systens. |’ve been — don’'t get ne wong but
bureaucracy is a nightmare. You can’t breathe through
it. | understand that but we have good guides sitting

in front of us.

I’11 get off ny soapbox but it took ne a long tine to
get around the federal conponent of the process and
Representative Salnon, |I'm with you. After 20 years
on ny road, 10 we’'ve been in the plan. W’ ve been on
the entire erosion quantity of this for close to 20
years in trying to get one segnent, | think it’s nine
mles, done up to our park system and | understand.

Anyway | want to thank you and your team for all that

you do and | know that the federal process is
cunbersone and | appreciate you offering to the
federal del egation ways and neans that they coul d make
our lives easier and | just would go on record again

to say that | do support the governor and |ooking at a
transportation fund so that we can, as Representative
Doogan and Representative Salnon have said, we have
roads that need to have maintenance done and we have
to look at a statew de approach to acconplish those
t hings. Thank you M. Chairman.

2:27:21 PM

REPRESENTATI VE JOHNSON referred to the chart and asked if the 2
percent for the TRAC transferred to the Anchorage Metropolitan
Area Transportation Solutions (AMATS) is a mandated anount or
the state match and how it filters down to the small chart.

MR. OITESEN said AVMATS has a great deal of latitude with those
funds once it receives them The Legislature passed | egislation
in an attenpt to control the anmount of noney spent on TRAC i ke
projects. That legislation was litigated in the Superior Court.
He said he believes the amount actually spent is about 10
per cent .

2:28:52 PM

CHAI R JOHANSEN di rected nmenbers to the bottom of page 13.

2:29:05 PM

MR. OTTESEN continued his presentation
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Let’s turn to the top of page 14 if we nmay and just
tal k about the Al aska STIP and what is comng up. At
this point in nmy presentation, when |I was nmaking it, |
really questioned which way | should take you. ... |
showed you the criteria and how we wuse criteria
because we do use a lot of criteria and there are very
el aborate nom nation packages that answer dozens of
gquestions about each project. The regional staffs
work very hard with photographs and maps and wite-
ups. We answer questions about econom c purpose and
safety and a whole series of benefits and whether or
not the comunity is behind the project. A project
gets scored, at least in the CTP category. That
scoring then is followed as closely as we know how
when we prioritize them and put them into the STIP.
To me the real hiccup in our systemright now is that
we’'re just not noving fast enough. W’ ve got a good
list of projects. Peopl e want them but the dollars
for a series of reasons are just not comng at us fast
enough. W can only build what we're appropriated to
build to. That’'s been our dilenma. W’ ve gone froma
system Jlow inflation, lots of federal dollars, not
too many strings, delivering good projects and all has
changed in about four years and those three or four

years have been nightnmarish. Hi gh inflation, lots of
changes at the federal | evel, and it’s been
frustrating. It’s frustrating for staff, | can tell
you that. It’s frustrating for communities. It’s
frustrating for people sitting in your jobs and I
think if | can give you one takeaway nessage, we're

not going to solve this problem by re-dividing the pie
sonehow. That’'s not going to solve it. The pie sinply
has to get bigger. That’'s ny takeaway.

CHAIR JOHANSEN said he thinks the commttee understands that
poi nt .

2:31:02 PM

MR. OITESEN continued his presentation
So if I can talk about '08 and '09 M. Chairman, those are
kind of the immediate years of the STIP. You’ ve al ready
heard a lot of this and we can go fairly quickly and then

just for an eye toward what wll happen in 2010 after
reaut hori zati on.
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The STIP is essentially a federal rule created, |
guess in part, because DOIls were thought to be not
disclosing their plans to the public. So it came in
1991. They were told to start witing these STIPs.
Do it in a public process that would tell the public
what, why, when and who and where are we going to do a

proj ect . So they nmandated that we wite a STIP.
They’ve witten rules now twice — the process rules in
93 and then again now in 2007. |It's all about giving

the chance for the public to understand what we're
doi ng and to understand when things change.

The two over-arching authorities to our STIP are
Feder al H ghways and Federal Transit. Feder al
H ghways is |ocated here in Juneau. Federal Transit
is located in the Seattle office of Region 10. Those
two offices have to review every STIP and every STIP
amendnent and approve those docunents before we can
proceed to actually enbark upon building the projects
that are in the STIP or doing any other work for that
matter, be it design work or right-of-way work.

2:32:13 PM

MR. OITESEN conti nued:

2

32

So, on the top of page 15, this you ve already heard
nme tal k about. W’ ve got these rescissions com ng.
They’re going to require that the 2008 STIP be
nmodi fied through an anendnent and that anmendnent wl|
be we’'re waiting on the 2030 plan to be done so that
we can start the STIP anendnment and then we do that.
It takes so many days and then we can begin working
those projects. That’s just — at this point it’s just
a fact of life that we have to accommobdat e.

: 42 PM

There is another issue in 2009. Wen Congress passed
the bill known as SAFETEA-LU...in order to bal ance the

bill and balance the budget, they built in what is
known as a rescission in the 2009 year. It’s witten
into |aw The Alaska portion of that nationa

rescission is $55 mllion so that means that we have
to be ready to give. Wen they give us that noney in
2009, we’'re going to have to give $55 nmillion of it
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33

back. So we have to wite the STIP wth that
rescission in mnd because it is law. The only way it
can be undone is if Congress changes that |aw so there
is no other mechanismavailable for that to change.

: 126 PM

A second issue with the Hi ghway Trust Fund is that it
is sinply not generating revenue as fast as they
thought it would so you also have a problem with its
sol vency. That nunber has very nuch been in flux.
When | wote this presentation about two weeks ago, we
were told that the insolvency was going to be about $5
billion but would require that they cut spending by
about $18 billion. That was the nunmber | was getting
and, in fact, | even got that nunber from a source
this nonth, in the nonth of January. Since |’ve cone
back from ny neeting back East, that nunber has gotten
smal | er. Now it's going to be a billion dollar
shortfall in that trust fund and it’'s going to slow
down spending $4 to $5 billion. | can explain if
you'd like why a $1 billion dollar shortfall results
in a slowdown of spending four tines larger but it’'s a
pretty conplex answer. | don't think it gives you a
ot of real nmeaning to understand it. Just know that
the program will have to be mde smaller to
acconmodat e t hat .

So we have two 2009 issues that we have to accommopdate
when we wite a fiscally constrained STIP. There is
still a possibility that Congress could fix one or
both of those and so we have to keep that in our mnd
too, that we nmay have a STIP that has to be anended at
a later date to deal with extra noney if there are
fi xes com ng.

2:34:52 PM

REPRESENTATI VE NEUMAN asked,

“Wth the $55 mllion in rescission

funds, and that’s out of a total of how rmuch expected to - an
estimate?”

MR. OTTESEN answer ed about $200 milli on.

2:35: 15 PM
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REPRESENTATI VE NEUVAN asked, regarding the imrediate STIP
anendnents necessary to avoid |loss of funds, whether that |oss
woul d be in addition to the $55 mllion.

MR. OTTESEN affirmed that is correct. He said DOT&F has a 2008
problem a different rescission. The 2009 rescission is planned
and witten into the SAFETEA-LU |egislation. The 2009
resci ssion was done in an appropriation bill.

2:35:44 PM

REPRESENTATI VE NEUVAN asked if the $55 mllion is Alaska s share
of the $9 billion.

MR. OITESEN said yes. He added it is either a $55 mllion
rescission or an $86 mllion rescission, depending on which
interpretation of the law is applied.

2:36: 24 PM

CHAI R JOHANSEN asked when DOT&PF sends its STIP to the Federa
H ghway Agency, whether the process to adopt anendnents is
conpletely internal and closed or whether the process allows for
input fromthe public or the state.

MR. OTTESEN stated the process is conpletely internal to the two
agenci es. He rem nded nenbers that DOT&PF had a 45-day conment
period before it was sent to the federal agencies.

2:37:20 PM

MR. OITESEN continued his presentation
kay — so the bottom of 15. W’ ve already talked
about this one. This is the 2008 fund notices. I

talked about it on that slide l|last week or Tuesday
where we got notices that change the kind of funding

we’'re going to get for this year. | think we really
don’t need to belabor that unless you'd like but it
neans we’'re going to do less in the highway
reconstruction category and those dollars will have to

be shifted to spend on highway bridge and safety work.

At the top of 16, we talked about the rescission.
It’s either $55 or $86 million. The |awers are going
to, | guess, ultimtely decide that back in D.C It
obviously - it actually is going to create the
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possibility where we’'re going to end up with nore

obl i gation [imt t han we are when we have
apporti onnent because what we're rescinding is
apportionnent. | don’t know that it really makes a

difference. You can't spend the federal dollars. You
can’t spend them but we’ ve never been in a position
before where we had no spare apportionnment and had
nore obligation limt. Hi storically obligation limt
has always been the controlling factor. So that may
be a technical problem and not worth your attention
but it does, from our standpoint. It's like gee, this
has never happened before. [It’s just a new winkle to
our busi ness.

2:38:44 PM

REPRESENTATI VE NEUVAN comrented one apportionnent plus one
obligation equals $1 dollar. He asked whether those dollars can
be noved to other jobs.

MR. OITESEN said DOT&PF can nove obligation limt to any
apportionment, but if DOT&PF has to rescind themto the federa
authorities, DOT&PF will end up with an obligation limt that it

cannot match to apportionnent. DOT&PF will be short in a
different way. In the past, DOT&PF always had surplus
apportionment but an inadequate obligation limt. DOT&PF sees

itself with the opposite circunstance in 2009.
2:39: 30 PM

REPRESENTATI VE NEUVAN asked if [those funds] can be recovered in
any way.

MR. OITESEN said Congress will have to change the |aw He
indicated that historically, changes have been nade so he
expects Congress to do sonmething. He cautioned that the country
is in a presidential election cycle and a new adm nistration
will be com ng on board.

2:40: 05 PM

REPRESENTATI VE NEUMAN asked if the state can do anything to
facilitate those changes.

MR. OITESEN suggested adopting a resolution of support to

address the issue. He said other states have adopted
resolutions. This is a nationw de problem nati onwi de because it
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takes projects off the streets that would have put people to
wor K.

2:40:51 PM

REPRESENTATI VE KELLER asked M. Otesen if he said apportionnment
is a prom se.

MR OTTESEN sai d he did.

REPRESENTATI VE KELLER expressed concern, “They give you a
promse. Wth a promise they are going to take back a prom se.
Just explain to me a little bit about what’s going on there.
| m m ssing sonething.”

MR. OTTESEN stated the state needs that prom se to be matched up
with a dollar of obligation |limt to be able to spend the
obligation Ilimt. He likened the formula to epoxy, which
requires mxing two parts to nake it useabl e.

REPRESENTATI VE KELLER asked whether political good wll is
driving the federal agency to make proni ses.

MR. OITESEN said he believes the reason for the built-in
rescission in 2009 is that it was witten into law in 2005.
Both the House and Senate wanted nmuch bigger transportation

bills at that tine. Representative Don Young, chair of the
House Transportation Committee at that tinme, wanted the bill to
i nclude $375 billion. The President threatened to veto the bill

if it exceeded $275 billion. He recalled the Senate anount was
[ $320] billion. The final bill contained a little nore than
$275 billion. To raise revenue wthout raising taxes, a few
things were “tweaked,” one being assunptions about future
revenue flow. If the revenue flow assunption is changed, the
nodel appears to have nore noney. The bill also included the

resci ssion feature to bal ance everything in four years.
2:42: 44 PM

REPRESENTATI VE SALMON referred to page 7, and asked whether
DOT&PF has to follow all of the regulations for federal grants
or whether they also apply to state noney. He also asked
whet her the regulations apply to projects built on state | and.

MR. OTTESEN said many of the laws represented on the docunent

woul d apply regardless of funding source but sonme of them do
not . For exanple, wetlands |aws, the Endangered Species Act,
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and the Cean Air Act are not affected by funding source but
other laws are only applicable to federal funds.

2:43:33 PM

REPRESENTATI VE SALMON asked whether the sanme applies to state
noney.

MR. OITESEN replied state noney is easier to use but if a
federal action is required, such as a Corps of Engineers permt,
the National Environnental Policy Act (NEPA) nust be followed.
If no federal action is required, DOT&PF could build the project
wi t hout a NEPA docunent. He said it depends on the inpact on
water, |and and ani mal s.

2:44. 07 PM

REPRESENTATI VE DOOGAN asked M. Otesen to put the information
on rescissions into a tinmeline. He asked when, during the STIP
process, DOT&PF finds out which nunber [the $55 or $86 mllion]
it wll have to account for in the STIP itself.

MR. OTTESEN said he could not answer that question for a year or
nore. The departnment is witing those nunbers this week.

2:45: 00 PM

REPRESENTATI VE DOOGAN asked how DOT&PF deal s wth t hat
si tuati on.

MR. OTTESEN sai d DOT&PF nakes estimates and judgnents.

REPRESENTATI VE DOOGAN asked if DOT&PF wites the STIP to the
wor st case scenari o.

MR. OTTESEN said DOT&PF wites it to the nost likely scenario
and is prepared to make adjustnments as tinme goes on.

2:45: 24 PM
MR. OITESEN continued his presentation

We've talked about the Trust Fund balance at the

bottom of 16. There really isn't — | think this one
gets sol ved. This one they can solve and there's
actually a bill in Congress that will solve this Trust
Fund bal ance problem | think the rescission is a
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bi gger fear. That’s going to be harder to fix. But
let me say this. They'Il fix it for a year. The fix
is not going to have any permanency to it. It’s not
like a new tax that raises new revenue year after
year. They’'re going to nove sone noney around between
some accounts and fix it.

So we deal in a world where federal funding is very
fluid, very dynamc wth lots of unknowns to deal
wit h. W also deal with a world where the cost of
i ncreases on projects has been pretty dramatic. You
al so have scope creep where we start with a project
that is very sinple and it ends up very conplex for
lots of reasons. Al that nmakes witing the STIP
incredibly difficult.

... So, on the bottom of 17 the major anendnent that
we're witing right now is focused on — it will cone
out here as soon as the 2030 plan is done. My STIP
author is sitting behind ne. It’s his job to wite
t hat . He’s not going to get nuch spare tinme on the
weekends, | can tell you. W wll then also, as soon
as that’s done, have to wite a STIP for the 2009,
2012 cycle. That may be even harder to wite because
now we’'re witing about three years for which we'll
have no know edge until reauthorization 1is over.
Reaut hori zation, as |’'m about to show you, offers
several nore degrees of variables that we have to cope
Wit h. So we’ve got a STIP anmendnment coming that will
cover 2008, 2009 and then our STIPs usually overlap so
we have a new STIP, a conplete rewite of the STIP
that will take place that covers 2009 to 2012.

Federal |aw has now changed the rule on how |long the
STI P covers. It used to be three years. SAFETEA- LU
changed that to four years.

2:47:40 PM

MR. OITESEN conti nued:
Slide 18 talks a little bit about earmarks and what

earmarks have done to the STIP and to the whole
process. At the tinme SAFETEA-LU passed, there was a

billion dollars in earmarks to Al aska. They were
aut horized over all five years...you would not get the
funding for any given earmark until the fifth year
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typically so you had to wait for an increnment of
funding in each and every year, 2008, 2009, etcetera.

People tend to gravitate to the two bridges when we
tal k about earmarks but the two bridges only represent
less than 40 percent of the total earmarks in the
state. There were a great nmany other earmarks. One
of the consequences of this is the deductive earnarks,
and | believe you got a copy of the deductive part of
the Ilist; diverted funds to what were normally
i neligi ble needs. Sonme of the earmarks did. Par ki ng
garages, port work, shipyard work are the Kkinds of
categories that  historically would not be using
federal dollars out of the transportation prograns.
These are dollars that came from drivers across
Anerica to rebuild the road system and now they are
going to these other nodes. |’m not trying to cast
any aspersions on the needs for those projects, |I'm
just trying to point out that when you have a fairly
limted pot of noney that’'s barely doing its job and

you shrink it further, there’s going to be a
consequence. I think we’'re all feeling that
consequence.

2:49: 00 PM

MR. OTTESEN conti nued:

One of the other consequences of nany of the earmarks
is they were just a small down paynent on a nuch
bi gger cost project. W’'ve had earmarks that are |ess
than 5 percent of the total cost of the project. So
that begs the question where does the other 95 percent
cone from Sone people would say the STIP should
deliver the other 95 percent. Sonme people will say
wel |l future earmarks will fill that out. Really there
is no answer but it's very hard for us to just stop
doing the core needs with the few STIP dollars that we
have left to make those earmarks whole so that's a
very difficult decision and I’m not sure that it would
be in the best overall interest to — | can give you
| ots of exanples of this. Chi gni k Road, for exanple,
got a little bit of noney to do a very expensive road
proj ect . It would take another $40 or $50 mllion of
diversion and where do you divert fronf? \What other
project stands down to make that project whole? That
woul d be just one way of looking at it. And so we're
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t orn. W have — not to say it isn’'t a good project,
we just sinply don’t have enough noney to go around
the state.

2:50: 10 PM

REPRESENTATI VE NEUVAN expressed concern that the state is liable
for inconplete earmarked projects as that could cost the state a
| ot of noney.

VMR. OITESEN agr eed.

REPRESENTATI VE NEUMAN asked how nmuch noney would be involved
right now if the earmarked projects could not be finished.

MR. OITESEN said DOT&PF has adopted a draft earmark policy,
which only handles 12 or nore earmarks. That list could anount
to one-half billion or nore. He did not think the state is
facing that risk because DOT&PF is not proceeding with those
earmarks until the full funding path is evident.

2:51: 02 PM

REPRESENTATI VE NEUMAN cautioned if the legislature is not
careful wth its appropriations, the earmarks could becone
probl emati c.

MR. OITESEN said that is the risk DOT&F is trying to avoid. He
poi nted out that under the new federal rules, projects cannot be
put in the STIP unless full funding will be available when
needed. The departnent cannot be that reckless wunder the
federal rules.

2:51: 47 PM

REPRESENTATI VE  DOOGAN questioned whether a fully funded
earmarked project would be done in increnments over a five-year
peri od.

MR. OITESEN said that is correct.

REPRESENTATI VE DOOGAN asked if five years’ worth of funding
woul d be necessary for a project to be included in the STIP

MR. OTTESEN said that is a separate issue. He furthered:
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W can see that funding. W can say it’'s com ng and,
in fact, we have used that tool | talked about in a
previ ous session, advanced construction, in sone cases
to build projects that we know have enough noney and
we'll just wait for the appropriations to cone in and
ensure that the state funds are reinbursed. But
that’s just one way that we’ve done that.

2:52: 32 PM

REPRESENTATI VE DOOGAN asked how DOT&PF would be sure it wll
receive five years of funding for an earnark

MR. OITESEN explained that earmarks fall into two classes.
Aut hori zation earmarks are witten into an authorization bill
Funding for those projects cone automatically every year.
Appropriation earmarks depend upon who has the best ability to
wite them

REPRESENTATI VE DOOGAN asked if an authorization is nore likely
to get into the STIP

MR. OITESEN responded, “Exactly.”
2:53:16 PM

REPRESENTATI VE JOHNSON asked, regarding the earmark for the
bridge to Gavina Island, how the state could take that noney
and spend it on other projects. He continued:

: where other earmarks, you're saying if we don't
finish or conplete then we’ve already spent | think
you said $55 nmillion on access roads and stuff for
that bridge that we may be in jeopardy of |o0sing. So
how can we take — what’'s different in that earmark
t han what you’ ve described that, you know, if we don’t
finish it we’'re on the hook for it? So what rmakes
that any different? Wy is that a different category
of earmark or am | just totally mssing sonething
her e?

MR. OITESEN said three earnmarks apply to the Gavina Bridge.
One earmark was directed for roads only. The word “bridge” was
not in the title. The other two earmarks addressed the crossing
or the bridge. After Hurricane Katrina, Senator Ted Stevens
changed the earmarks for both bridges from earmarks specific to
the KNNK Arm and Gravina Island bridge projects to earmarks to
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DOT&PF for any purpose eligible under the STP category of
apportionment, which is the nobst flexible category available.
Two of the three earmarks were given to DOT&PF. The third
earmark remai ned specific to roadwork on Gavina Island, which
is why that project went forward.

2:56:11 PM

REPRESENTATI VE JOHNSON asked how many requests to change all
earmar ks have been made to Al aska’ s congressi onal del egati on.

MR. OITESEN said DOT&PF has asked the congressional delegation
to ensure that earmarks are additive and not deductive. He
acknowl edged a difference of opinion on the value of earnmarks.
The congressional delegation believes earmarking is a very
i nportant part of its job.

REPRESENTATI VE JOHNSON maintained that if DOI&F has tota
flexibility with earmarks, it would be difficult to oppose them
He said if only 10 percent of a project is funded so that the
noney can’'t be used that is one thing, but if DOT&PF can be
given total flexibility, he questioned why anyone would oppose
t hem

2:57:17 PM

MR. OITESEN said slide 18 of his presentation wll nake the
point. He continued his presentation:

You can see here the nunber of earmarks that have
occurred in the federal transportation program since
it was sort of authorized in 1956. The key point here
is for 30 years we were building the interstate as a
nati on. That was the notive behind this program I n
that 30 years, from’'56 to '86, there were 12 earnarks
total in 30 years tinme in all 50 states so it was a
pretty rare event.

Since then, in the last 20 years, there have been over
9, 000 earmarks. | would just sort of ask this one
guesti on. Could we have built the interstate system
and achieve what that has done for nobility in the
United States under an earnark environment?

REPRESENTATI VE JCOHNSON said he believes that would have been

possible if the nunber of required environnental i npact
statenments was the sane as it was in the 1950s and 1960s.
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MR. OITESEN agreed and said his point is the earlier system
ensured projects in areas that were not politically powerful.

2:58: 52 PM
REPRESENTATI VE DOOGAN asked what constitutes an ear narKk.

MR. OITESEN replied, “An earmark is a sum of noney assigned to a
specific project by nane.”

2:59:15 PM

REPRESENTATI VE DOOGAN questi oned whether an earmark could fund
either a project in the STIP or a project not in the STIP

MR OTTESEN said that is correct.

REPRESENTATI VE DOOGAN asked if the problem is not the earmark
itself but the type of earmark.

MR. OITESEN said that is correct. He said a certain nunber of
earmarks go directly to planned projects in the STIP. The
earmarks that cause problens are those that go to conmunities
for non-transportation related work. He continued:

The armount of work they involve is unbelievable. | f
it’s not funded, we really have to use state funds to
pay for that. It’s been neeting after neeting and

dealing with agencies and trying to get earmarks re-
titled, and now we're at the point where we have
earmarks that are actually going back and |eaving the
state because we couldn’t use them W never got the
probl ens ironed out.

3:00:42 PM

REPRESENTATI VE DOOGAN said discretion is one problem wth
earmarks since DOT&PF may get an earmark for a project that no
one has | ooked at. The second problem is that earmarks are
often insufficient to conplete a project.

MR. OITESEN said that is correct.

3:01: 07 PM
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REPRESENTATI VE SALMON asked what happened to the federal funds
for the road from Juneau to Hai nes and whet her that noney was an
ear mar k.

MR. OTTESEN said a $15 mllion [federal] earmark nust stay wth

that project. |In addition, a certain anount of state funds were
appropriated to that specific project. The balance of the funds
spent on that project would have to conme from federal fornula
dollars annually. He pointed out that road will consist of

several projects so that in each year one of the projects noves
forward, federal dollars will go toward it.

3:02: 08 PM

REPRESENTATI VE SALMON asked if the project is dormant, dead, or
wi t hout funds.

MR. OITESEN said it is dornmant because its permts have not yet
been i ssued.

3:02: 24 PM
REPRESENTATI VE DOOGAN asked:

So one of the problens figuring out the STIP is that
if you' ve got several large projects that are going to

eat up — essentially going to be trying to spend the
sane noney, you' ve got to determne which ones to
advance and which ones not in the STIP. s that an
accurate ...

MR. OITESEN said exactly. The departnent does a bal ancing act
that starts with a |ist of resources.

3:02:58 PM

REPRESENTATI VE DOOGAN asked if DOT&PF was |ooking at two |arge-
scale roads, how it would decide which one should go forward
when devel oping the STIP

MR. OTTESEN noted a | ot of conversation goes on wth managenent.
The regional directors discuss their needs. Most often, the
decision is nmade with conprom se. He nmaintained that everyone
at DOT&PF is frustrated because they would like to see nore
projects go forward.

3:03: 57 PM
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REPRESENTATI VE DOOGAN asked if DOT&PF tries to nmke sure that
each region’s priority projects are getting sonme attention in
t he STIP.

MR. OTTESEN said it does and, for exanple, a three-year tineline
may be stretched to a five-year tineline.

3:04: 22 PM

CHAI R JOHANSEN said his constituents are very frustrated because
the earmarks for the Gavina |Island Bridge were renoved because
of nationwi de pressure after Hurricane Katrina. He has heard
the noney was sent to the state with the intention of spending
it on that project. However, DOT&PF reprioritized those funds
and halted the project internally. The Governor has since
announced the project would be cancelled. He maintained that it
is frustrating for the federal delegation to get earmarks and
t hen have DOT&PF decide what to do wth the funds.

MR. OITESEN explained that is the tension between earmarks and
the federal process in |aw The federal process requires a
| ong, involved planning process to identify priorities for the
STI P. Earmarks say do it this way. He pointed out when the
Gravina Island Bridge earmark was changed, it becane subject to
t he planning process. So, from a legal standpoint, the state
had no choice but to do what it did. He said an executive order
i ssued yesterday says when the federal governnent |ooks at
earmarks, it wll look to what the |aw says, not to what
congressi onal comm ttees or nenbers say. The thinking is that
an earmark is an act of the congressional body, not of an
i ndi vi dual nenber. He conti nued:

W’ ve been getting that through other witten gui dance
for several nonths now that the — and 1’'Il give you
this exanple. Earmarks are often fuzzy - who gets
them what they're for, what they really intended to
do with them and we would wite back to the
del egation and get an answer — well, | really wanted
it to go here and be for this purpose. W would take
that and show it to Federal H ghways and [it woul d]

say fine, do that. It worked pretty well and we paid
attention to that guidance. Now we're being told it
has no standing, it has no nerit whatsoever under a
new executive order signed this week. | f anyt hing,

it’s kind of the tilting back to the planning process
is the dom nant force as nmuch as — earmarks are still
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going to occur. | don't expect we'll see the end of
ear mar ks.

3:08: 02 PM

CHAI R JOHANSEN said the point is noot as he cannot inmagine that
Congress will approve an earnmark with the name Gavina |Island on
it for several generations.

MR. OTTESEN pointed out the one earmark that renained named for
Gravina |Island was spent on G avina Island.

3:08: 33 PM

REPRESENTATI VE SALMON asked if DOT&PF will be back in the sane
boat if the executive order changes after the presidential
el ection.

MR. OITESEN said that is certainly possible, however executive
orders tend to survive adm nistrations.

3:08: 54 PM
MR. OITESEN continued his presentation

So on [page] 19, let me just give you the two Kinds.
There are two kinds of amendnents to the STIP. There
is what is known as an adm nistrative nodification and
then an anendnent. An admnistrative nodification is
a very sinple, quick, internal process, no public
noti ce. W make a change. W wite a letter to the
feds and inform them of the change and we put that on
our website to inform the public that t hat
adm nistrative nodification has happened and there are
sonme gqguidelines in the new regulations about what
falls under t he t hreshol d and becones an
adm nistrative nodification and what has to go the
anmendnent route. The anendnment route is nuch nore
formal - advanced public notice. W go through a
corment period and give people the notice. Qur
concern about this is that the guidance is not hard

W can't tell you exactly where the line lies and we
have to negotiate that with the federal agencies. For

exanple, if you have a cost increase of - 10 percent
to 20 percent might be the range in the guidance - and
we have to decide at sone point we'll reach the

threshold where we have to go to a formal anendnent

HOUSE TRA COW TTEE - 35- January 31, 2008



but we’'re in an area where costs are increasing by 15
and 20 percent a year. So our ability to wite a STIP
that won't end up with an anendnment takes tinme and

sl ows the process down. It’s very tedious — good for
public notice but it certainly is difficult in terns
of getting jobs out. Wre in a state where the

construction season lasts five or six nonths so if we
slow down to do an anendnment, that’s going to take us
two or three nonths. W can be costing the
contractors sonme real dollars and that wultimtely
del ays the benefits to the public.

So, I'’m going to tell you that the STIP before this
year was the good old days. As bad as it my have
been, it's bound to get a little bit worse because
we're going to be doing anendments, |'m afraid, that
are overl appi ng. I f an anendnent takes four nonths to
process, we nay have to have three or four of these
anmendnents that are underway sinultaneously. One

started in January and one started in February, one
started in March and the public is going to ask well

which one of these anendnents is the one | pay
attention to. VWell the truth is you can either pay
attention to all of those because they are all doing
somet hi ng. That’'s the new rules of the ganme that
we're ...

3:11:19 PM

REPRESENTATI VE DOOGAN asked when DOT&PF does advanced funding
projects using state funds, whether it is ganbling with state
noney because getting reinbursed with federal funds involves
sonme degree of risk

MR. OITESEN | i kened the concept to a revolving fund so that as
federal dollars are reinbursed, they replenish the state fund,
whi ch woul d be used year after year. The [revolving fund] would

need about one year’s worth of noney. He said he fears what
will happen when the bill is reauthorized in less than two
years.

3:12:30 PM

REPRESENTATI VE DOOGAN questioned whether the noney would stop
revol vi ng.

MR. OITESEN said it m ght.
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3:12: 38 PM
MR. OITESEN continued his presentation:

"Il close with the STIP on top of page 20. Qur STIP
is a searchable database accessible on |ine. There
are many different search criteria, including election
district and borough nanme, census district and road
name, and etcetera. It’s got a lot nore information
than the old presentation. It’s been recognized and
honored nationally. W have several inprovenents that
we are going to, as soon as we can find the tine and
the noney to make them Now that it’s an electronic
dat abase everything takes progranmm ng tine. | tal ked
a little bit about whether or not we should add state
general funded projects to this docunent even though
it wouldn’'t have the legal necessity of a federally

funded project. It would give the public one place to
see projects, to see what is planned and know what is
comng and have the sense of schedule. I would

actually enjoy input and see whether you thought that
was a good idea but that’s certainly one possibility.
It wouldn’t be that hard to do.

Wth that, M. Chairman, |’ve got a little bit of
bonus nmaterial about what the future holds for
SAFETEA-LU, the reauthorization. | think we' ve
answered the question on the STIP. The next slide -
in about tw slides is about reauthorization - Key
[indisc.], it's called. W re 21 nonths away from
reaut hori zation, which is remarkably short. The three
issues to watch wll be the funding levels. ... The

H ghway Trust Fund has not had a gas tax increase
since 93 so you really don’t have any real increase
in revenue other than nore drivers but that barely
keeps up with the fact that there are nore roads those
cars are on. The new committee that came out with a
report a week before last is recomending that the gas
tax junp from 18 cents to alnbst 60 cents, about a 40
cent gas tax increase. W can all guess just how
quickly that wll get adopted in the mddle of an
el ection cycle. Wien | flew back from the East Coast
two weeks ago, ny seat nmate was a congressman and he
basically told me don’'t hold your breath on this one.

3:14: 53 PM
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The other issue will be funding distribution. How
w Il the noney be allocated? For years and years it’s
been allocated by a conplex set of fornulas that have
benefited Al aska very well. W are the net big w nner
in this fornula gane. We're getting, depending upon
whet her you neasure it by one year or several years or
40 vyears, sonewhere between 5, 6, 7 dollars to 1

It'’s a renmarkable ratio. Hawaii is the next best
state with about 3 to 1. A handful of other states
are above 1 to 1. The vast mmjority of the big

popul ation states are at the 90 to 95 cents to 1 so we
have a lot to lose if those formulas change and there
is now tal k about conplete redo of the fornul as.
3:15:49 PM
MR. OTTESEN cont i nued:

The ot her change that worries nme, just kind of | ooking

into the crystal ball, is there’s an awful lot of talk
about a greenhouse gas reduction policy being tied to
transportation. |If you look to the past, Congress has

used transportation funding as a way to, you know,
change the behavior of states to get them to do
certain things whether it’s seat belts or drunken

driving or the age of drinking or you nane it. They
have had the Cean Air Act, they have had a nunber of
different ways where they attach — do this in your
state laws or you don’t get noney. So they have the
ability to use the highway bill as a way to change
behavi or on greenhouse gases - a l|lot of talk about
that at the national |evel. The committees are
al ready doing their work. There are already proposals
before Congress as to how to wite the bill and the
nickname for it is already on the street — it’'s Geen

TEA. W’ ve had | STEA and TEA 21 and SAFETEA-LU and
now we nmay get G een TEA

3:16:45 PM
REPRESENTATI VE NEUVAN noted the federal governnent has held
carrots before the Al aska Legislature, such as $345 million in

exchange for passing a seat belt |aw

MR. OTTESEN said the amount was $3 or $4 nillion
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REPRESENTATI VE NEUMAN asked if the state is still getting
noney.

MR. OITESEN said that was a one-tinme only paynent.

REPRESENTATI VE NEUMAN asked if M. Otesen expects to see
“carrots.”

MR. OTTESEN said sonme of the penalties take noney away,
exanple, a soft penalty took noney away from highways but
it back for highway safety.

3:18: 13 PM
MR. OITESEN continued his presentation:

One other thing — | didn't bring you a copy but there
is this report out by a national conmm ssion that was -
and they are reconmmending the entire hi ghway program -
all the existing rules basically be throwmm out and a
new set of rules be put in place. There are 108
funding categories wthin US. DOT. They are
proposing that all the DOT departnments or divisions be
changed and they no | onger be highways or aviation but
they now have conplete new focus on these 10
categories and they would include urban areas over a

mllion population. That would |eave out Al aska.
Hi gh speed inter-city rail - that would |eave out
Al aska. Qut of those 10 categories there’s only two
or three that look like they mght be useful to us.
So it’s just sonething to be aware of. Wio knows how
much traction it will get, whether it will becone |aw,
but it would conpletely rewite the bill fromtop to

bottom This could happen in the foreseeable future.

If you look at the top of page 21 you see that the

bills have been getting progressively a little bit
| at er. The last authorization bill took 22 nonths
past the due date before it was turned into |aw I’'m

hoping we get a couple of years of the old fornmula to
carry us through before sone new fornmula cones al ong.
That’ s kind of the end of ny slide, M. Chairman.

3:19:52 PM

t hat

nore

for
gave

REPRESENTATI VE JOHNSON said his questions are about the bonding

boar d. He st at ed:
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It appears to nme that if we had two years before we
really know what is going on that if we start issuing
bonds now and spending them we may be ganbling on any
federal noney spent out of that unless the intention
of that is not to use it for any type of federal match
or any type of thing like that and just strictly use
it for GF construction. So will the proposed $150
mllion — I don’t know how big the bond is.

MR. OTTESEN said it is $121 mllion for transportation.
REPRESENTATI VE JOHNSON cont i nued:

How will that affect the STIP plan because that’s a
defined revenue source that you are going to invest,
place in the STIP that 2% years from now it may be
totally different, gone sideways, you know, nothing,
only the two things that you're talking about. Al
t hese changes on the horizon — why would we want to
bond for that now, go into debt now with such an
uncertain future?

MR. OITESEN said the uncertain future is really on the federal
side and conmes down to whether the status quo wll be
mai nt ai ned. Al aska has becone the state that is hard to |ove
from a national perspective. Al aska has not paid its way for
quite awhile and its citizens get a permanent fund dividend and
pay an 8 cent gas tax. The state funded bonds would have no
federal strings attached. The bond funds would have the
advantage of being available late into 2009, which is likely to
be a down year.

3:22:13 PM

REPRESENTATI VE JOHNSON asked if any of the bond noney wll be
used in the STIP as natching funds.

MR, OITESEN said it wll not. The funds will go to naned
projects and, because they fall into the category of general
funded projects, the projects can nove faster.

3:22:51 PM
REPRESENTATI VE DOOGAN asked if DOT&PF doesn’'t anticipate using

the STIP as a nechanism to get the bond noney back and whet her
the sane is true of the proposed transportation fund. He noted
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the original amount for the transportation fund is supposed to
be $50 million and asked if that noney will be used to forward
fund projects that wll be repaid by the federal governnent
t hrough the STIP

MR. OITESEN said both are entirely unrelated to the federal
funds. One benefit is that they don’t have federal strings. He
clarified that two packages of bonds were issued in 2003; a GO
bond issue and a Gant Anticipation Revenue Vehicles (GARVEE)
bond package. The GARVEE bond package was repaid with federal
funds. He expl ai ned:

So now when | wite the STIP, just |ike paying off an
i nstal l ment plan when you buy a car at that dealer and
you get an installnment |loan, we have to take a certain
anount of federal funds to pay off that GARVEE bond
That one does rely upon federal funds being there.

3:24:26 PM

REPRESENTATI VE DOOGAN thanked M. Otesen for his enlightening
present ati on. He stated, “I’m surprised that a person who is
still wal king around | oose could actually understand it.”

MR. OTTESEN replied, “1 appreciate that — | think.”

3:24:50 PM

CHAIR JOHANSEN al so expressed appreciation to M. Otesen for
his presentation. He announced that the commttee hearings
woul d be scheduled from 1:00 to 3:00 pm in the future so that
two nmenbers can attend the full hearings. He said the conmttee
appreci ates how hard DOT&PF enpl oyees work and is aware of the

chal l enges the departnment faces wth the federal changes. Hi s
goal is to shed light on the process because his constituents do
not understand why projects are not done. He expressed hope
that the presentation will educate people on the process.

MR. OITESEN said he appreciates the attention given to the
t opi c.

3:26:21 PM
CHAI R JOHANSEN said at the sane tine, he believes DOT&PF has a

long way to go. He expressed concern for the need for nore
comuni cation with the public. He suggested if projects slip or
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adm ni strative changes are nade, DOT&PF publish a one paragraph
explanation in the | ocal newspaper.

MR. OITESEN agreed with Representative Johnson's forner conments
about notifying project applicants and the public and said
DOT&PF can start doing that this year.

3:27:52 PM

ADJ OURNNMENT

There being no further business before the commttee, the House

Transportation Standing Commttee neeting was adjourned at 3:27
p. m
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