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AVES THOWPSON, Executive Director
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POSI TI ON STATEMENT: Presented an overview and answered
guestions about the Al aska trucking industry.
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Anchor age, Al aska
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PCSI TI ON  STATEMENT: Answered questions about the Al aska
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EDDI E WALTON

Hori zon Li nes

Anchor age, Al aska

POSI TI ON  STATEMENT: Answered questions about the Al aska
trucking industry.

JOHN REEVES, Special Assistant to the Comm ssioner

O fice of the Conm ssioner

Department of Transportation & Public Facilities

Juneau, Al aska

POSI TI ON  STATEMENT: Presented an overview and answered
guestions on the statewide infrastructure needs to support
Al aska gas pi peline construction.

MARY SI ROKY, Legislative Liaison

Ofice of the Conm ssioner

Department of Transportation & Public Facilities

Juneau, Al aska

PCSI TI ON  STATEMENT: Answered questions on the statew de
infrastructure to support the Al aska Gas Pi peli ne.

FRANK RI CHARDS, Deputy Conm ssioner of H ghways & Public
Facilities

O fice of the Conm ssioner

Department of Transportation & Public Facilities

Juneau, Al aska

PCSI TI ON  STATEMENT: Answered questions on the statew de
infrastructure to support the Al aska Gas Pi peli ne.

ACTI ON NARRATI VE

CHAI R KYLE JOHANSEN called the House Transportation Standing
Commttee neeting to order at 1:07:00 PM Represent ati ves
Johansen, Doogan, Fairclough, Johnson, and Keller were present
at the call to order

OVERVI EW  ALASKA TRUCKERS ASSQOCI ATI ON

CHAI R JOHANSEN announced that the first order of business would
be an overview from the executive director of the Al aska
Truckers Association and, second, the commttee would hear a
presentation on how the state is readying itself for the gas
i ne.

AVES THOWPSON, Executive Director, Alaska Trucking Association
Inc. (ATA), gave the follow ng presentation:
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Thank you M. Chairman. My name is Aves Thonpson -
that’s A-V-E-S. | am the executive director of the
Al aska Trucki ng Associ ati on. Wth nme today are three
menbers of our trucking association, three of our nore
than 200 nenber conpanies that are represented by the
associ ati on. As you can see on the slide there we're
celebrating 50 years of service. This is our 50'"
anni versary. It’s an exciting year for us and we're
pl eased to have the opportunity today to talk a little
bit about trucking and what trucking does in Al aska,
kind of the inpacts it has, and help you to understand

some of the issues. As | said, with ne today is the
presi dent of our trucking association this year, M.
Eddie Walton, who is with Horizon Lines. 1’'d like him
to come up here. This is M. Wlton. Also with us

today is M. Harry MDonald of Carlile Transportation
Systens and M. Jim Jansen of Lynden | ncorporated.

VWhat I'd like to do with your blessing, M. Chairman,
is to start through this PowerPoint presentation and
keep it as informal as possible. If there are
guestions of us or ne, |1'd deflect them to our guests
here who can help us understand, from a business
perspective, what trucking is all about in Al aska.

CHAIR JOHANSEN asked the nenbers of the group to identify
t hensel ves for the record.

[ The individual group nenbers identified thenselves.]
MR. THOVPSON conti nued:

The mssion of the Trucking Association is to foster
and pronote the interests of the trucking industry in
Al aska and we do that in a nunber of ways. You can
read that — | don’'t need to go through that. W' d
like to say good stuff — trucks bring it. If you wear
it, dribble it, play it, trucks bring it. It is just
as sinple as that. At sonme point or another

everything that you have has been on a truck. W have
a lot of different nodes of operation wthin our
organi zation. W haul freight, we haul fuel. This is
one of our nenber conpanies. This is one of our
menber conpani es. We haul freight in short doubles.
We haul freight in |ong doubles. We haul big stuff
and heavy stuff. This is in support of oil fields at
the North Sl ope and other places and sone of the heavy
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t ransf or ner equi pnent t hat has gone into the
el ectrical generating plants here and there.

So if you look at the national freight forecast, you
can see that tonnage will be up over the next 12 years
and this is a couple of years old, but at the sane
time you can see that there’s an upward trend of

freight noving nationally. O course as we | ook at
freight, air freight will grow the fastest and it’'s
estimated in this study that by the year 2015, 64
percent of all freight will nove by truck. Just a

coupl e of weeks ago the American Trucking Association
announced that in the year 2006, 69 percent of all
freight had been noved by truck. So there's a
significant increase in truck traffic.

This is a Federal H ghway Adm nistration [FHA] chart
that was devel oped in the year 2000, 2001, so it is a
l[ittle bit old but it helps to denonstrate how freight
flows on the water from Alaska to the Lower 48.
You'll see that the long blue line from Southcentral
there down to California ports is typically oil.
That’s noving South and the freight originated here in
t he Puget Sound ar ea. Some spills off into Southeast
Alaska and a good portion cones into the Port of

Anchor age.

Sonme overland routes where the trucks operate - and
you can see this is the Alaska H ghway comng up
t hrough Ednonton, | think that’s Fort Nelson. Here' s

the Haines H ghway comng on to Alaska. Sone of it is
going straight up to the North Slope and to the west
of the Deadhorse area.

In that sane freight analysis shows the average annual
daily truck traffic counts. As you can see, the high
traffic counts are in wurban areas of Southcentral.

Here’s the urban area of Juneau. Truck counts are
hi gh and, of course, the freight corridors along the
Parks H ghway and also down to Delta Junction - sone

of that is mlitary traffic noving down that way.
Then you can see it al so goes on up to Prudhoe Bay.

Now this was the traffic counts in 1998. You' |l see
that the volunme there was 10 mllion tons with a val ue
of $8 billion dollars. That study estimated by the
year 2020, the volunme would nore than double to $21
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mllion and the value of that freight would nore than
triple.

1: 13: 30 PM
MR THOVWPSON conti nued:

So you can see the lines get heavier, the traffic is
heavi er and even the traffic on up to the North Sl ope
i s heavier. So it gives you kind of an idea of sone
grom h patterns and where this is headed.

Some econoni c factors. Fuel prices. Qur tonnage has
increased and profit margins continue to be |ow
Truck sales have slowed down a little bit. | think we
have a driver and technician shortage that we're
trying to address. The association’s been working
with a couple of coalitions in Anchorage to help with
some vocational training and trying to reach out and
| et people know that there are good jobs available in
the transportation and, particularly, the trucking
industry. Insurance premuns are still rising and new
laws and regulations have dramatically increased
costs, and we see that in engine specifications and
fuel requirenents. Changes in fuel and a nunber of
ot her things have contributed to that.

1:14: 50 PM
CHAI R JOHANSEN asked if nmost of the laws and regul ations that
have increased costs are federally driven or whether the state

has contributed to the problem

MR. THOWSON replied nost of the laws and regulations are
federally driven and pertain to em ssions and controls.

MR. MDONALD added that a Ilot of new security and license

requi renents have been established. A bill in Congress is an
attenpt to dimnish sone of those requirenents. U. S. Senator
Mur kowski may co-sponsor the bill in the Senate.

MR. THOWPSON said new driver training requirenents are being
considered at the federal |evel. The trucking association and
i ndustry do not oppose driver training, but they are |ooking at
the requirenments to make sure they are not overkill.
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CHAI R JOHANSEN asked whether training opportunities exist in
Anchorage and Fairbanks that directly enploy people in Al aska's
transportati on conpani es.

MR. MDONALD said the Teansters run a school and another schoo
is located in Palnmer. Many conpani es do in-house training.

CHAI R JOHANSEN asked if ATA believes the training opportunities
are adequat e.

MR. McDONALD said the ATA has seen a severe shortage of trained
workers in the last few years; the same thing is happening in
t he continental U S.

1:17:53 PM

MR. THOMPSON told nenbers he is a trained econom st and that his
readi ng shows that freight is very flat right now.

MR. JANSEN reported that Lynden’s volume is off 25 percent this
year, predom nantly on the North Sl ope.

REPRESENTATI VE DOOGAN said nenbers have heard a 1ot about
increased activity and how the oil patch has driven prices up
He asked whether the downturn is the result of comng off of an
upsur ge.

MR. JANSEN said 2007 was a big year so Lynden’s freight level is
still above 2006.

1:19: 16 PM

MR. THOWPSON continued his presentation:

Some facts about trucking in Al aska. Thirty-eight
percent of the manufactured freight comodities are
transported by truck. As with many parts of the

United States, many comunities in Alaska are served
exclusively by truck and we’ve talked about the
multiplier effect. It is calculated that trucking has
that multiplier effect in Alaska three to four tines.

Ei ghty-five percent of Alaska’'s freight enters through

the Port of Anchorage. Trucks deliver nore than 90
percent of that freight. Trucking neans jobs.
Trucki ng enploys over 21,000 people, one out of every
14 civilian jobs, workers. Trucki ng pays nore than
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$900 mllion in wages annually. Trucki ng consists of
several thousand famly owned and corporate trucking

busi nesses, nost of which have fewer than 10
enpl oyees, a lot of Mm and Pop operations. So it’s
not just the large conpanies that we' re tal king about.
W' re talking about small, nedium and even a little
| arger conpanies that make their living in trucking.
They pay their drivers, they pay their admnistrative
hel p. They pay their warehouse people and it
generally makes a contribution to the econony of the
state.

The average annual trucking wage, and this conmes from
the Alaska Departnent of Labor and Workforce
Devel opnent, in 2006 the trucking industry wage
average was $45,792, which is about 10 percent higher
than the state’ s average annual wage so we're proud of
the work that we do and we’'re happy that we can pay
t he wages that we do.

Speaki ng of jobs, about the m d-90s the decisions were
made to construct “truckable” oil field nodules in
Anchor age. The Al aska Departnent of Transportation,
i ndustry, and the designers of the oil field nodules
from the oil conpanies got together and sat down to
say okay, if we're going to build them here, how are
we going to nove them So we worked our way through
it, set the limts, set the general paraneters, worked
with the bridge design folks so that we weren't
tearing out the bridges. As you can see, this one is
probably — this is one of Harry’s. You want to tel

t hem what that one is about?

1:21: 54 PM

MR. MDONALD told nmenbers they were |looking at a 105 ton oil
nodule at 46 Mle of the Elliot H ghway. Many inprovenents have
been nmade on that highway.

MR. THOVPSON conti nued:

But you can see, in order to get up the hill you'd
need somne hel p. All of those tractors are pushing
and, in sonme cases, as you go downhill they're in

front of them aren’t they?

MR. McDONALD said they tie one back.
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MR. THOVPSON conti nued:

It’s an exanple of how industry and government were
able to work together to create virtually thousands of
] obs. It would be fair to say, | believe, that there
are hundreds and hundreds of nodules that have noved
in the last 15 years — thousands perhaps.

MR. McDONALD conment ed the nunber is definitely in the hundreds.

MR. THOWPSON said it has been a good source of enploynment for
Al askans and continued his presentation:

In 2004 Alaska had a little over 14,000 nmles of
public roads and all the notors used have traveled 5
billion mles on these roads and trucking traveled
about 10 percent of that. W ook at the taxes in
relation to — truckers paid nore than $90 mllion in
overall state and federal highway taxes and fees, and
while trucks only constitute 10 percent of the
traffic, truck taxes and fees constitute over 49
percent of all state highway user fees. This is to
denonstrate that we think that we're making our
contribution through the tax reginmes and that there is
a fair relationship there.

1: 23: 52 PM

REPRESENTATI VE DOOGAN asked if the ATA's statistics only include
| ong haul outfits.

MR. THOWPSON said the statistics cover all commercial vehicles.
MR. McDONALD renarked that 50 percent of its work is |ocal

MR. WALTON noted that the volunme of Horizon Lines going north to
Fai rbanks is about 2 percent of the volunme that conmes into the
Rai | bel t. Another 2 or 3 percent is trucked south to Kenai
Sol dot na and Hormer.

MR. THOVPSON continued his presentation:
An exanple of the cost of doing business is that you
decide you're going to buy a new tractor and this

nunber is probably a little bit old now with the
purchase price of $140,000. And, before you even turn

HOUSE TRA COWM TTEE - 8- February 14, 2008



the key, we need to pay a 12 percent federal excise
t ax. W need to pay the federal heavy use tax and
Al aska registration fees and sone other state fees.
And before you even get the vehicle out the door
you’'ve got nearly $160,000 in it. These folks are
maki ng huge investnents in their conpanies and they
are meking investnents to provide jobs for drivers,
jobs for mechanics, warehouse and generally to nove

the freight.

Nationally, truck safety is good and getting better
The crash rates have reduced over the past - since
1988 by alnbst 50 percent. Federal statistics show
that truck fatalities have fallen for each of the past
four years. Nationally, they are about alnost 5,000
commercial vehicle involved fatalities annually and
that is about 10 percent of the total so we still have

some carnage on our highways and we’'re trying to do
our part to reduce that.

So if we look at Alaska we find that, on a national

basis, of all fatal crashes involving a commercial
vehicle at the national level, the percentage is 100
percent. In Alaska that nunber is 6.4 so we're pretty
proud of that nunber. The fatality rate in Alaska is
| oner than the national average. If we |ook at al

crashes nationally, comercial vehicles are involved
in 5 percent of the total crashes. In Al aska that

nunber drops to 2 percent so probably that nunmber is
[ ow, M. Chairmn.

CHAI R JOHANSEN asked why the nunber of accidents has decli ned.
1:27: 04 PM

MR. McDONALD rel ated his belief that has occurred because trucks
are safer and easier to drive, inproved roadways, and because of
nore conpany training. Carlile’s trucks are all electronically
controlled for speed. They are nonitored by satellite, which
allows Carlile to address any driver problens it observes.
Al aska’s safety statistics are better than the national average,
he noted. Drivers are under nore scrutiny in A aska because the
vol une of trucks is lower so they are nore visible.

MR. WALTON said Horizon Lines drivers are enployees but owner

operators. They are electronically governed for speed. Horizon
has training and safety neetings to remnd enployees of the
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i nportance of safety. Every incident that occurs reflects on

t he conpany. Horizon Lines started a CVision program wth
federal noney. In conjunction with that, DOI&PF received seed
noney. The level of inspections has also increased, which has

forced conpanies to step up their safety prograns.
1: 29: 39 PM

CHAI R JOHANSEN said the |legislature passed |egislation on safety
zones. He asked whether ATA has identified any particularly
dangerous areas and whet her ATA interacts w th DOT&PF.

MR. McDONALD said the nost dangerous area he is aware of is the
Cooper Landing area. That is a very scenic, narrow and w ndy
road with a lot of traffic congestion, especially during the
sumrer . A by-pass for comercial traffic should be a high
priority in the near future.

MR. THOVWPSON continued his presentation:

M. Chairman, | think part of — I don't want to cal

it a problem but part of our current situation is that
we're asking for multi-use for our hi ghways,
particularly the Seward H ghway as you go south.
W' re trying to run line-haul freight down that major
freight corridor and we’'re conpeting wth the
tourists, we’'re conpeting wth the sheep, we're
conpeting with the folks that are wal king back and
forth across the highway and it’'s a pretty scary thing
because you conme around the corner and if you re not
prepared for t hat , why the results could be
catastrophic. There are a nunber of places |like that.

We are asking a lot of our highways. Cooper Landi ng
is a good exanple. If we had a bypass ... the
tourists who are going to Honer can get there, folks
who are going with freight to Kenai and Sol dotna and
Honer can get there but yet the folks who want to stop
in and have a Cooper Landing experience can still do
t hat . M. MKinley Park, Litter Qulch, for exanple,
are other good exanples. At sonme point in our future,
we’'re going to have to address those kinds of issues.

| went to a neeting — there’s a little piece of the
Seward Highway through [indisc.]. They’'re trying to
make some design plans and some changes there and the
community residents, of course, don’'t want to change
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much and they don’t want w dening, they don’'t want
unlimted access. Everybody wants access to their
driveway onto the Seward H ghway and that creates sone
potential conflicts that are just scary. So those are
the issues that we continue to talk wth DOl about and
they’re generally responsive. They recognize those
and they're doing | think what they can within the
[imts of their ability as well.

We tal ked about truck inspections. They’ ve increased
dramatically. The out-of-service rates have decreased
and an out - of - service condi tion is wher e an
enforcement officer has determned that it’s unsafe to
nove that vehicle until it is fixed or towed away wth
a proper towing vehicle so that’s the definition of
out - of -service so we’ve seen that rate go down.

REPRESENTATI VE DOOGAN commented that DOT&PF has tal ked about
addressing the Cooper Landing situation for many years but every
time DOT&PF devises a plan, it blows up. He opined that the
| ast proposed route ran north of the river, but DOT&PF ran into
| andowner shi p probl ens.

1: 33: 47 PM

MR. THOWPSON said he thought DOT&PF bunped into federal agency
probl enms, such as with the Park Service.

REPRESENTATI VE DOOGAN jested that he thought “land ownership”
was good code for federal agencies.

MR. THOVWPSON conti nued his presentation:

This is kind of a busy slide but the bars are the
nunber of inspections and the blue line is the nunber
of violations per inspection. So the only point |
want to make with this is back in 1997, if you stopped
a truck to inspect it you would expect, on average, to

find five violations. In 2006 if you stopped a truck
for an inspection, you would expect on average to find
1.3 violations, SO that’s a pretty dramatic
i nprovenent .

We have sone issues and sonme concerns. O course our
bi ggest concern is the gas pipeline. That’ s nunber
one on our list. The National H ghway System is near
and dear to our hearts. That's our workplace. That's
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where our drivers go to work everyday and we're
interested in it being a safe, nodern, efficient
hi ghway where we can operate safely and efficiently

It doesn’t do us any good to operate efficiently if
we're unsafe because if we operate unsafely, we're
going to end up out of business.

Wei ght restrictions are an issue. | just plucked this
out of a file. It’'s a weight restriction review chart
from the Departnent of Transportation. It identifies
all of those areas and the fine print in the |ower
right hand corner identifies each of +the little
stretch in the mlepost and everything. What’ s been

happening on the Parks H ghway is that over the | ast
six to eight years, there were about 60 to 80 mles of
subst andard hi ghway and t he Depar t ment of

Transportation has been whittling that down. Qur
objective here is to bring all of that highway up to a
standard where it wll not be necessary to inpose

wei ght restrictions because weight restrictions is
t hat phenonena that occurs each spring during seasona

freeze and thaw The roadbed for the highway becones
much nore susceptible to damage and so therefore DOT
reduces the anobunt of weight that can be carried on
the truck and it costs noney and it costs the consuner
noney. People still need groceries in Fairbanks and,
if we have a 10 or 15 mle or 30 nmle stretch of road
that is restricted effectively, that [imts the whole
length of the route. W can’'t carry a full load up to
that point and then ferry it through and then nove it
on. You |ose all the efficiency so one of our |arge
objectives is to bring that Parks Hghway up to
standard so that we can elimnate the need for weight
restrictions. It just recaps what | just said.

CHAIR JOHANSEN said when the commttee net in Ketchikan, a
shi pper conmented on the weight restrictions of the transfer
bridges to the Al aska Marine H ghways. The shipper said the
| oad level on the highway has increased yet the infrastructure
has not kept up. He asked if that is a concern and whet her ATA
has discussed the structure of transfer bridges with the Al aska
Mari ne H ghway f ol ks.

1: 38: 08 PM

MR. JANSEN t hought the general feeling in the trucking industry
is that bridges and roadways need continued inprovenent to
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accomodat e | arger trucks. The only way the trucking industry
can control costs is to get bigger payl oads.

CHAI R JOHANSEN t hought that was the shipper’s point and asked
whet her ATA has worked with DOT&PF on that issue.

MR. MDONALD replied that philosophically it is simlar to

going to Ketchikan. A truck can haul a full load within one
mle of a dock but a small portion at the end may have a 50 or
75 percent restriction, so the full |oad cannot be legally noved

the last mle. The sane situation exists on the Parks H ghway.
It has a small stretch of substandard road, maybe 50 miles, with
no avail able bypass so it restricts the process. Subst andard
roads at the docks in Southeast also restrict full loads from
bei ng delivered.

1: 40: 03 PM

CHAI R JOHANSEN asked if the ATA has identified the restricted
areas and is attenpting to get them opened up.

MR. MDONALD said ATA has worked with DOT&PF during the | ast
year and has made some progress.

1:40: 24 PM

MR. JANSEN said two conponents of that situation have to be
consi der ed. The first is the inprovenent of the physical
structure of road building so that weight restrictions are
unnecessary. The second conponent is for DOT&F to find a
bal anced, commopn sense approach. He pointed out that after a

tug and barge travel 800 mles from Seattle to Petersburg, an
enpl oyee mght decide to inpose a 75 percent weight restriction
SO a custonmer one-quarter mle away cannot pick up his freight.
He noted the shipper/DOT&PF rel ationship has inproved over the
past two years so those issues are now worked out nore easily.

CHAI R JOHANSEN remarked that is good to hear.

MR. THOVWPSON conti nued his presentation:

Mai nt enance and operations — it's the key itself, safe
and productive highways and so ... there are tines it
can nean the difference between I|ife and death.
Mai ntenance wll extend the service |ife of the

hi ghways and ensure a safe workplace for our drivers.
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W’ ve advocated state general funded capital projects
prograns the |ast few years. W continue to advocate
t hat . W do see there’s a transportation endowrent
fund bill. It looks like it mght be a great start.
| don’t know if the details are going to allow it to
wor k. The thing that was so, sort of, attractive to
us is that that m ght be a nmechani sm whereby you coul d
provide a stable and reliable funding source for a
state capital projects program

There are sone highway projects listed in the genera
obligations bond bill that we feel need to be funded.
We take no position on whether it should be bonded or
whet her it should be general fund financed, but we
just feel that the projects are inportant. W al so
noted just recently a bill has been introduced in the
Senate that would provide sonme $25 mllion for bridge
repairs and replacenent and we think that is a step in
the right direction. Al'l of these things kind of -
they’'re nmultipurpose or nmulti-benefit - | guess is the
way |’d say that. We tal k about weight restrictions,
we talk about safe highways, we talk about pipeline
preparedness, and we talk about any other nega-
projects. It’s going to require the novenent of |arge
anounts of freight and equipnent. Qur hi ghways need
to be in shape to handle those kinds of projects and
so as we do these things, as we propose and advocate
for them we're not doing it just for the weight

restrictions or just for this or just for that. Ve
feel it will be a benefit to all of the citizens of
Al aska.

Sonme other issues - congestion. W talked a little
bit about the Seward Hi ghway and Anchorage and
Wasi | | a. That’s an interesting dynam c. In the

norning and the evening there’'s a lot of traffic that
noves back and forth between Wasilla and the Valley so
to speak, and Anchorage. Denali Park — that’s the
ditter Gulch nentioned, and then Seward H ghway and,
of course, access in our urban areas, truck routes,
city streets and shopping malls.

1:44: 04 PM

REPRESENTATI VE DOOGAN noted that changes were made in the
roadway at Denali Park. Turn |anes were constructed in an
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attenpt to allow through traffic a safer route. He asked if
that has benefited the trucking industry.

MR. McDONALD said the main highway has stoplights, which isn't
the ideal situation. However, it is better than nothing, though
an overpass for the park traffic would be better.

REPRESENTATI VE DOOGAN asked if ideally the ATA would |ike to see
separ ate roadways through that section

MR. MDONALD said yes, or an overpass to elimnate the traffic
lights on the main highway.

MR. VWALTON indicated that a trenendous nunber of tourists cross
that highway going to and from [Denali] Park. Getting those
peopl e and cars off of the highway and on to a pedestrian bridge
and over pass woul d be much safer

REPRESENTATI VE DOOGAN said several governnment agencies went
through a lengthy process before any changes were mnade. He
asked whether any governnent effort is currently underway to
address those issues.

MR. THOWPSON replied he is not aware of any.
1:45:53 PM

REPRESENTATI VE KELLER acknow edged that drivers traveling from
Anchorage to Fairbanks must be very frustrated with the Wasilla
ar ea.

MR. THOWPSON agreed that the Wasilla area is a problem Over
time, nore and nore traffic signals have been installed, which
i ncreasingly sl ows travel tine. Under st andabl vy, al |
nei ghbor hoods want access to the highway. Again, the problemis
the expectation of being able to use that highway for nultiple
uses.

CHAI R JOHANSEN questi oned whet her the bypass for the railroad is
intended to funnel comrercial traffic through the Wasilla area.

REPRESENTATI VE KELLER thought that DOT&PF anticipated the need
to expand the highway to eight |anes through Wsilla to
accommodate all traffic unless a bypass was built.

1: 47: 39 PM

HOUSE TRA COW TTEE - 15- February 14, 2008



CHAI R JOHANSEN acknow edged that project is on the radar.

MR, THOWPSON said the ATA would support a bypass to get through
that area. He then continued his presentation.

H ghway safety, we would propose to continue to create
and construct those physical safety inprovenents. One
of the things that has happened over the |ast severa

years is the ... railroad crossings so that you
separate the grade crossing from the rail and the
hi ghway. W think that is a good physical safety

i nprovenent and, as those projects conme, we would
encourage that those kinds of things be built into
that. And, as Harry pointed out, an el evated crossing
at Denali Park to separate the local traffic from the
through traffic - those kinds of things would be
hel pful .

| mprovenents in ternms of straightening out sone
curves, or making them not quite as sharp and giving

you a little better line of sight, and that sort of
thing - we're interested in increasing safety
awareness for all notorists. The state and the

federal DOTs tell us that sonmewhere between 60 and 70
percent of all commercial vehicle-involved crashes are
caused by the other driver so we, the Alaska Trucking
Association, the Anmerican Trucking Association, and
the Federal Mdtor Carrier Safety Adm nistration, have
prograns |ike “Share the Road.” W have Anerica’s
road teamto stay out of the no zone. The no zone is
where the truck driver is looking into his or her
mrrors, there are spots where they can't see. They
are blind spots so stay out of those no zones. They
are effective and we think that there needs to — the
H ghway Safety O fice in DOT does a pretty good job of
that and we encourage the continuation of that.

In conjunction with that, we would support increased
traffic enforcenent and correct some  behavi or al

probl ems  perhaps. Technol ogi cal vehicle safety
i nprovenents are conming. They are at this point quite
expensive and things like alarns and followng too
close or things like that, all of these whiz bang

things you can put on your truck but they are costly
and we’d encourage that there may be sonme way to
incentivize that to say here, try it out, let’s see if
t hat works.
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W tal ked about driver shortages. Fuel prices

continue to be of concern. This is just a chart to
illustrate the volatility of fuel prices. One ot her
point there is that fuel can be 25 percent of the
operating expenses for a truck. Is that a reasonable

nunber Harry?

1:50: 55 PM

MR. THOVPSON conti nued:
And currently fuel supplies seem to be adequate but
there’s only one refinery. W were talking this
norning with some other supplier that mght be com ng

on line — the ultra | ow sul fur diesel.

MR. MDONALD said he was unsure of the situation w th another

fuel supplier. He pointed out that one issue with ultra |ow
sul fur diesel versus low sulfur diesel is that the Petro-Star
Refinery has an exenption to continue to sell low sulfur fuel
so as new trucks are phased in, trucks built after 2007 can only
burn low sulfur. The older trucks can continue to burn any
fuel. Drivers nmust be careful about choosing the correct fuel
That has been a problem in Prudhoe Bay but next year Prudhoe Bay
will use 100 percent ultra low sulfur diesel. Fai rbanks wi |

continue to have the 500 part fuel available until 2010.
1:52:18 PM

MR. JANSEN added that when the ultra |low diesel regulation was
pronul gated, the cost of fuel for trucks increased substantially
because only one suppl i er S avai |l abl e in Al aska.
Si nul t aneousl y consunption went down.

MR. WALTON clarified that consunption increased. He said the
spot price last week was $3.32. The least refined diesel is the
nost expensive fuel at the punps. Fuel costs have increased
substantially, especially for wusers of diesel nunber 1 fuel
because the efficiency is low and the price is high.

MR. THOMPSON said for the sake of conparing changes in engine
and fuel specifications, it would take 60 clean diesel trucks to
equal the soot emssions of 1 truck sold in 1988. Over the |ast
15 years, engine em ssions have been reduced by 98 percent but
that has come at a high price. He said his point is that the
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trucking industry has made a contribution to emssion
reductions. He continued his presentation:

W want a highway system that encourages devel opnent.
W want to maintain and enhance the truck size,
wei ght, and permtting productivity gains that have
been achieved over the last 20 years. W have sone of
the best, | believe, size and weight |aws, and sone of
the best permtting practices perhaps in the nation

It allows for the novenent of heavy equipnent under

controlled conditions. Both the state and the
industry are neeting their responsibilities in terns
of protecting the infrastructure, as well as the

not ori ng publi c.

And then, of course, we need to be sure to identify
necessary transportation inprovenents for freight

novenent . As we |ook at new projects we want to be
sure that the novenent of freight is given
consideration in the planning for that project or that
change.

1:55:19 PM

MR THOVWPSON conti nued:

W' re here, we’'re proposing to use the transportation
fund to fund the capital projects program fund the
projects listed in the [general obligation] GO bond
bill, inprove maintenance and focus our federal funds
on the National H ghway System Finally, w'd like to
say if you ve got it, the truck brought it. This is
just about the only thing not delivered by a truck.

1: 55: 44 PM

CHAI R JOHANSEN asked if nenbers had any questions and w shed M.
Thonpson a happy 50'" anniversary on behalf of the committee. He
then commented that the House Transportation Commttee sponsored
| egislation last year for the truckers related to |icensing and
asked if the change has been beneficial.

MR. THOWPSON said it has. He recalled the bill dealt wth
commercial driver’'s license issues and updated penalties and
sanctions. It also brought the Division of Mtor Vehicles (DW)
and commercial driver's license (CDL) program into conpliance
with the federal notor carrier safety requirenents. It has
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called attention to the severe sanctions associated wth
commercial driver’s |license violations. A nunber of those
require |icense suspension for 60 days upon a first conviction

suspension for 120 days upon a second conviction, and denial of
the commercial driver’'s license upon the third conviction. The
ATA notified conpanies and drivers. No problens have occurred
because of the change.

1: 58: 22 PM

CHAI R JOHANSEN asked M. Thonpson to let the commttee know if
any uni nt ended consequences ari se.

1: 58: 43 PM
The conmttee took an at-ease from1:58 p.m to 2:02 p. m

Overview. Gas Line Preparedness

2:02: 21 PM

CHAI R JOHANSEN announced that the final order of business would
be an overview of gas |ine preparedness.

2:02:35 PM

JOHN REEVES, Gas Pipeline Transportation Coordinator, Ofice of
the Comm ssioner, Depart ment of Transportation & Public
Facilities, thanked the conmittee for inviting him to give a
present ati on. He i ntroduced Fr ank Ri chards, Deputy

Comm ssioner, and Mary Siroky, of DOT&PF. He told nenbers he
woul d discuss what DOT&PF is doing to prepare for the gas
pi peline. He noted he would refer to the RI SE report, which was
included in his handout. He began his presentation:

So far the state’s planning has included devel oping a
list of needed infrastructure. The RISE Report that
|’m referring to was done in 2005. It was done when
the last gas line was being proposed by Governor
Mur kowsKki . Since that tinme, since | canme on board

we’ ve taken that report to try to glean out of it what
those projects are that we actually do need. |In 2005,
2006, DOT and the producers in [Departnent of Natura

Resources] DNR net to talk about those needs. They
had a highway use agreenent, which ended after the
primry. It discussed work on identifying the
infrastructure that is needed. They understood, or
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came to an understanding, of the logistics plan for
the gas pipeline: the ports of entry, the routes and
nodel s of transport, the size, weight and nunber of
the | oads, and the nmjor staging areas.

The RISE eval uation approach was to keep all of the
alternatives in mnd and to ook at all of the nodes -
the ports, the airports, the roads and highways and
rail. They were <considering both pre and post
construction needs and what does the pipeline
construction need: what inpacts the system what wll
construction cause and who is going to pay for the
upfront work and who is going to pay for the
aftermat h?

The basic transportation issues are that this gas line
will be different than the TAPS. The entire thing

will be buried. That neans there is going to be nore
earth work and nore truck |oads. The pipe is heavier.
The oil pipeline is about 5/8 inch. |’ve heard
anything from .5 inch to 1.25 inches, schedule 75 to
schedule 80 pipe for the gas Iine. That’ s because
it’s a higher pressure Iine. There’s going to be

greater use of large nodules, nore ports of entry,
hi gher background traffic, nore pavenent at risk
because there just is nore pavenent now than we had
back during the pipeline.

2: 05: 27 PM

MR. REEVES conti nued:

And there’s going to be a just-in-tinme delivery

appr oach. In other words, we should have had this
yest er day.

There’s a picture in there of - the planning to date
has been route neutral. One thing we have conme to
[conclude] is that the gas line will go from Prudhoe
to at |east Fairbanks. After that, it’s anybody’s
guess. It’s probably going to rest on your shoul ders

to decide where that’s going to be.

You can see the ports of entry are — the main ports
are going to be the Seward and Valdez and Haines
entries.
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2:06:10 PM

REPRESENTATI VE FAI RCLOUGH asked why M. Reeves stated that nost
of the pipeline will be buri ed.

MR. REEVES related his understanding that is what the producers
have sai d.

REPRESENTATI VE DOOGAN commented that during the AQJ A neeting
process last year, the testinony was that nore of this line
could be buried, which is preferable, because it would not
defrost the ground.

REPRESENTATI VE FAI RCLOUGH expressed concern that corrosion is
detected when a |l eak occurs but that will be nore difficult to
see bel ow ground.

2:07:13 PM

REPRESENTATI VE DOOGAN said naybe the owners wll wuse the pigs
this tine.

MR. REEVES conti nued:

So far to date, and | started working in Novenber, |'m
the transportation coordinator. M/ job is to go
through the alnobst $7 billion of projects that were
included in the RISE Report and figure out which ones
are really needed. It’s like a pile-up on a
pl ayground and there are different |evels of need.
There’s a — do we need it for the oil pipeline? Do we
really need it for this pipeline? I ncluded in that
RI SE Report was an addition for the railroad to go to
Canada for $2 billion. Do we need that for the gas
line? | don’t know. In nmy review | don’t think it’s
necessary. |’"m here to build a gas line. [’ m not
here to build a railroad.

The need again — like if ny wife needs a di shwasher or
if nmy kids need to download sone nusic off of the
Internet, | think that there’s a way that we can both
wor k sonet hi ng out. But | better nake sure that ny
wi fe gets what she needs. W need sone things done
nore than we need other things done and so ny job is
to prioritize those projects and figure out which ones
aren’'t really necessary. To do that, we're going to
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have to |ook at the routes. W need to know how big
the pipe is, where it’s going.

W ve done a lot of the key work on bridges and
passi ng | anes. You' ve seen that if you ve been up
along the Parks H ghway between Delta on the
[ R chardson]. Delta Junction North, Delta Junction
East, everyt hi ng in conmon to t he pi pel i ne
alternatives is the bridges. | think nost of the
bridges, it’s ny understanding, on the Parks H ghway
have now been rebuilt. W’'re 1ooking good on the
Par ks Hi ghway. What the guys were talking about
earlier about the overweight, that rings a bell wth
me because | was in the freight business during the
|ast pipeline and specifically in the air freight
busi ness and handl ed pretty much alnost all of the air
freight that went north of the Al aska Range. VWhat |I'm
seeing here is that trend is going to increase in
terns of air freight.

The bridges are going to be replaced. A lot of them
have been replaced. The highway work - we’ ve done
some things around Fairbanks and |I’m sure that you ve
seen a |lot of things done around the Anchorage area

that’ s being done. Ri chardson H ghway — we put sone
passing lanes in and last year the North Pole
i nterchange is done. There’s still sonme nore work to
be done. There’s a question here about the weigh

station at Fox and [indisc.] verify they have the new,
|atest inroad scale things installed around the Fox
area, much to the delight of the truckers.

2:10:10 PM

MR. REEVES conti nued:

Vi si bl e progress. The Elliot H ghway. There’s sone

pictures there of the new realignnment in the
Washi ngton Creek bridge that was just replaced. The
Dalton Hi ghway is always being worked on. It’s the
main industrial artery for the state. There are sone
bridges that need to be rebuilt. The Tanana River
bridge bids in 2008. The Johnson River bridge - we
still don’t know when that is going to be bid out.
Sever al Al aska H ghway segnent s need to be

rehabilitated and a new weigh station at Tok in 2008
There’s a picture of the Robertson River bridge on the
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Al aska H ghway. Wen you see sonme of those |oads that
- the previous presenter showed you that sone of those
| oads just can’t get across a bridge like this. O her

hi ghways — the Parks Hi ghway, mmjor |ogistics route
from Cook Inlet ports, nodule fabrication - they
talked nostly about the weight restrictions. That
needs to be addressed. Several bridges that have
recently been rehabilitated - Iike | said earlier nost

of the Parks H ghway bridges are done. There is sone
work being bid in Haines and the environnental work is
bei ng done right now.

Some key chokepoints [are] Atigan Pass, Fairbanks,
North Pole, Delta Junction, the Alaska Range and
Thonmpson Pass, Haines and Hai nes H ghway and then, of
course, Anchorage to Wasilla. There’s an issue of
financial responsibility but who is going to pay.
There’s a note here that FERC ruled in 1980 the
pipeline traffic is part of the ordinary highway use
so that you can’'t penalize or treat the pipeline any
differently than you woul d anybody else. And then the
Pass tells us that pavenents in a project like this
will be obliterated. There has been sonme talk of
okay, rather than rebuild a road now, go ahead and get
the gas |line built and then rebuild it afterwards.
That’s not a bad way to think of things sonetines.
WIl we have to wait for an EIS to decide what’s going
to happen?

The [Statewide Transportation |nprovenent Prograni
STIP funds are tapped out. Funding |l evels decline in
20009. New earnmarks are |less |ikely. Urban and ot her
needs are great. STIP noney cannot be converted to
the gas pipeline on a wholesale basis. The state
general fund has been sought for the Washington Creek
bridge, the Shaw (ph) Creek bridge, the R chardson
H ghway passing | anes. The Parks Hi ghway sees no
closure relief and the Dalton H ghway five-year plan.

2:13: 02 PM

MR. REEVES conti nued:
Financial responsibility — issues to be discussed or
maj or activity sites access, such as turn |[anes,

canps, pipe staging yards, weigh station bypass
t echnol ogy. It may inprove state and carriers’
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efficiencies. Safety features needed — truck pullouts
to allow nore passing, nodule novenents, [indisc.]
bri dges and nore passing | anes.

There are sonme other issues. The size and weight
issues — extra maintenance and operations support
during construction, safety and |aw enforcenment, and
then the aviation needs north of the Yukon River.
There’'s a picture of themthere of — it’s probably the
sanme nodul e that they had a picture of only farther up
t he road headi ng north.

I’d like to thank you for having ne and 1'd be
delighted to answer any questions you guys m ght have.

2:14: 09 PM

REPRESENTATI VE FAI RCLOUGH asked if the commttee requested a
copy of the Reis report.

CHAI RMAN JOHANSEN sai d he bel i eves so.

MARY SI ROKY, Legislative Liaison, Ofice of the Comm ssioner,
Department of Transportation & Public Facilities, told nenbers
she will bring copies to conmmttee nenbers tonorrow norning.
She apol ogi zed for the del ay.

REPRESENTATI VE  FAIRCLOUGH asked M. Reeves  whet her t he
consul tant that put together the plan of needs prioritized those
needs.

MR. REEVES said the plan contains three levels of priorities.
Al'l of the projects are needed but sone are not as inportant as
ot hers.

2:15:55 PM

REPRESENTATI VE FAI RCLOUGH asked M. Reeves if, in his review of
the Reis Report, it accurately reflects the nost inportant needs
in Priority 1.

MR. REEVES replied if the decision was his, he m ght
reprioritize some of the projects in Priority 1. For exanpl e
the railroad to Canada was a Priority 1 project. That reflects
“the pile up on the playground,” meaning the attitude could be
that every desired project should be thrown into the pipeline
plan. He said everything is in the plan already.
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REPRESENTATI VE FAI RCLOUGH stated her belief in the need for
roads and infrastructure inprovenents. She asked whether the
committee would | ook at a funding source or whether DOT&PF woul d
do it. She furthered:

| mean $500 million doesn't get us anywhere and | had
to smle about an appropriation in the Senate for
bridges in the $20 mllion because that is a drop in

the bucket to fix anything. | say that tongue in
cheek. Bridges cost — you can’t even get an overpass
for under $1 mllion.

2:17:31 PM

MR. REEVES opi ned that the costs are ridicul ous.

REPRESENTATI VE FAI RCLOUGH said she appreciates the governor’s
|l ook at the need to create an endowrent or permanent fund for
i nfrastructure; however she believes $500 mllion is inadequate.
She questioned whether this conmttee should form a subconmttee
to further investigate funding possibilities or whether DOT&PF
is doing that.

MR. REEVES nmintained that $500 million is a |lot of noney, but
it will cost a lot nore than that. The work on the main
corridor on the Dalton H ghway from Prudhoe to the border wll
cost well over $500 million.

REPRESENTATI VE FAI RCLOUGH said, in general, 5 mles of highway
wor k, depending on the terrain, costs $5 nmillion plus. She
said her interest is in finding a way for legislators to | ook at
t hat budget increment and determ ne how to plan for all of the
needs.

2:19: 48 PM
MR. REEVES deferred to M. Richards for an answer.

FRANK RI CHARDS, Deputy Conm ssioner of H ghways & Public

Facilities, Ofice of t he Comm ssi oner, Depart ment of
Transportation & Public Facilities, told conmttee nenbers the
Adm nistration is determning the overall needs through M.
Reeves’ work and then will |ook at possible funding nechani sns.
The goal will be to have the transportation infrastructure ready
for a pipeline project. The wi ndow of opportunity to conplete

that work is fairly small if the deadline is 2015 or 2016

HOUSE TRA COW TTEE - 25- February 14, 2008



REPRESENTATI VE FAI RCLOUGH noted that with fuel costs at $6 per
gallon in rural areas, this is not the time to consider a gas
tax increase. However, it continues to haunt her that Al aska’s
gas tax has not been addressed for many years and, under current
structure, the state gets a $1 to $5 or $6 return on that
investnment at the punps. She noted the governor is also
considering taking away tire taxes, anong other things. She
said she | ooks forward to hearing DOT&PF s potential solution.

REPRESENTATI VE DOOGAN referred to the infrastructure nmap and
said sone of the work is justifiable because of normal traffic
wear and tear. DOT&PF could safely look at those projects
before a route is chosen. He pointed out the project fromDelta
south is nore problematic because if the all-A aska route is
chosen for the gas line, inmprovenents will not be necessary on
that part of the highway. He asked whether M. Reeves is saying
that if the commttee nust decide which projects should be
funded now, it should focus on the truly route-neutral projects.

2:23: 07 PM

MR. REEVES said his personal opinion is that the pipeline wll
go from Prudhoe to Fairbanks so, with limted pipeline funds, he
woul d concentrate on the projects on the Haul Road.

MR. RICHARDS related his agreenment with M. Reeves’ statenent
and noted the truckers just identified the Parks H ghway as an
existing corridor that provides freight novenent into the
interior of Alaska and the oil fields. He said from his
perspective that is an existing highway corridor that should be
upgraded, especially since that wuld elimnate the weight
restrictions. Carlile, Lynden and Horizon would |ike DOT&PF to
meet that |evel of standard so that a roadway enbanknent that
woul d not be inpacted by heavy weight pipe would be in place.
He advised that if Port MacKenzie is used as a port of entry, no
existing road network is capable of handling the freight |oads.
The Kni k- Goose Bay Road in Wasilla is already over capacity. He
explained, “So if we |look potentially on an alignnment simlar to
what the railroad is looking at from WIllow on down to Port
Mackenzie for their expansion, there mght be a need for a road
corridor through that as well.

2:25: 05 PM

REPRESENTATI VE DOOGAN said he asked because the construction
materials wll need to be distributed throughout the |ength of
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that route. That will start at Valdez, Anchorage, or Seward or
anot her port. He questioned if one assunmes DOT&PF is not going
to concentrate on the Dalton H ghway and wants to spend the
funds so that it gets “a double barrel bang for the buck,” at
what point either one of those highways m ght be overbuilt.

MR. RICHARDS clarified that the Parks H ghway north of Wasilla
is one of the highest accident areas with a high nunber of
fatalities. The build-out of that road to National Hi ghway
System (NHS) standards with four |anes would cost about $100
mllion. To get trucks through there as a two-|ane road, DOT&PF
woul d have to mll off existing pavenent, inprove the enbanknent
and resurface the road. The difference would be doing
rehabilitation work to allow for freight traffic but not doing
ot her safety inprovenments DOT&PF woul d want to do.

REPRESENTATI VE DOOGAN asked about the price tag for the [bigger
project].

MR. RI CHARDS estimated about $18 to $20 mllion based on a cost
of $1.5 million per mle for 12 mles.

2:27:24 PM

REPRESENTATI VE DOOGAN asked whether work on the highway system
between a port and Fairbanks woul d be done that would otherw se
be unnecessary w thout the new pipeline construction.

MR. REEVES said yes and repeated that once the corridor is
established, many answers w || beconme obvi ous. He said when he
referred to the Haul Road as being an obvious answer right now,
he was considering the steel pipe that will be transported. | f
that cones into Seward, it wll nost likely be transported by
rail to Fairbanks. If Port Mackenzie was in play, transport by
rail would be even better. Al so, trucking the pipe north from
Port Mackenzie would involve a lot of congestion. He said
mllions of tons of steel will be freighted to build the gas
l'ine. In response to Representative Doogan’s question, he
explained the G enn H ghway between the Richardson and Parks
H ghways is in the Reis Report because of a possible spur line.
If the spur line is not built, those projects are still great
proj ects. He pointed out that when he spoke about the Haul
Road, he was speaking about the section between the Yukon River
and Fairbanks, which he believes is the nost dangerous part of
t hat road.

2: 30: 09 PM
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REPRESENTATI VE DOOGAN expressed concern that the price tag wll
be high and that even with the high oil revenue, the state wll
not be able to pay for all of it. He said he has no certainty
of a gas pipeline and especially no certainty as to the timng.
When he sees DOT&PF s request for construction noney, he wants
to be able to determne whether funds are being allocated
reasonably despite the pipeline.

REPRESENTATI VE JOHNSON asked how much freight will enter through
Hai nes. He pointed to a bid for work on the Haines Hi ghway in
2008 and asked how much of that is related to the pipeline
strategic plan.

MR. REEVES explained that all ports of entry were considered in
t he report.

2:32:46 PM

MR. RICHARDS pointed out the Haines H ghway is part of the
Nat i onal H ghway System so that work was previously schedul ed
Hai nes and Skagway provide the only port access between Al berta
and from Tok eastward.

2: 35: 33 PM

REPRESENTATI VE JOHNSON asked if the Alaska portion is 77 mles
from Hai nes to the Canadi an border.

MR RICHARDS said that is correct.

REPRESENTATI VE JOHNSON asked whet her the Canadi ans are doi ng any
preparati on work between Beaver Creek and the border and whet her
coordination wth the Canadi ans has taken pl ace.

MR. REEVES reiterated that the pipeline route remains uncertain
and that he believes the Haines project was included in 2005
when the producers’ pipeline was proposed. Hai nes was one of
three ports of entry. He pointed out that a lot of the freight
could be barged directly to Prudhoe Bay during certain nonths of
the year. He said that will be up to the builder and that nmany
of these decisions can be nmade once a conmtnent to nake the
pi pel i ne has been nade.

MR RICHARDS said he had a teleconference scheduled this

afternoon with his Yukon Territory counterpart to discuss the
hi ghway system and future devel opment for a pipeline.
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REPRESENTATI VE JOHNSON said he was wondering if the Canadians

are planning for alternate routes as well. He said he just does
not see Haines as an inportant part of a strategic plan. He
wants to be cautious about not including projects that pipeline
readiness will not require. He expressed concern about spending
billions of dollars for a pipeline that may not get built.
2:37:40 PM

REPRESENTATI VE KELLER asked M. Richards if the nunmber he
provided to upgrade the road from Wasilla to Big Lake is for a
t wo-1 ane road and whet her he said the cost would be $90 m I li on.

MR. RICHARDS clarified he was tal king about upgrading to a four-

lane road with frontage roads. The upgrade to NHS standards
wth the higher traffic volumes would require larger dollar
anounts. In his response to Representative Doogan, he was

trying to articulate the bare m ninmum necessary for the truckers
to legally drive over the existing roads with the existing
capacity, which is a two-lane road. He noted the pipe freight
will weight nore than a |egal | oad. To transport the pipeline
freight, the roadways need to be able to handle nore than the
exi sting legal |oad requirenents.

REPRESENTATI VE KELLER questioned why the railroad idea is not
bei ng considered. He thought extending Al aska s railroad to the
Canadi an system was a fantastic idea, especially when |ooking at
oversi zed | oads.

2:39: 59 PM

MR. REEVES said when he received the report he was tasked with
determ ning which projects are absolutely necessary for the gas
line. The goal was to bring a $7 billion work product down to a
nore manageabl e anount. The railroad extension cost is $1.2
billion in 2005 dollars plus another $500 million to go from
Fai rbanks to Fort G eeley. The Priority 1 projects add up to
$3.9 billion so he was able to alnobst halve that nunber by
removing the railroad projects. He said he has dism ssed the
rail road project as necessary because his assunption is the goal

is to build a gas line. That project will require alnost all of

the workers in the state and nore. Building the railroad at the
sane tinme cannot be done. He said he would |like to have a
railroad extension from Fairbanks to Canada but that wll

require rail cars to haul freight everyday. QO her industries
need to be opened up to do that. He related his understandi ng
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that the purpose of the railroad extension was to nove the pipe.
That can be done in other ways.

2:42: 06 PM

REPRESENTATI VE KELLER asked if the right-of-way costs are not
included in the $1.2 billion.

MR. REEVES answered that is correct. He said he likes the idea
of inproving Port MacKenzie to tie into the railroad. That
would require a short spur from Port MicKenzie to WIIlow and
woul d prevent addi ng nore congestion to the Ship Creek area.

REPRESENTATI VE DOOGAN said keeping Port MacKenzie open wll
requi re dredging.

MR. RICHARDS clarified that the costs cited by M. Reeves woul d
only extend the railroad to the border; an extension from the
border south could cost another $6 billion.

REPRESENTATI VE FAI RCLOUGH asked whether a strategy has been
developed to prioritize the projects outside of a pipeline
proposal being successful first.

MR. RICHARDS said the only funds DOT&PF is sure of at this tine
are the STIP dollars, and that applies through 2009. When
| ooking at the gas |line preparedness projects, DOT&PF is | ooking
at the projects that are currently STIP funded and then at
future projects with no secure funding sources. The fund source
is to be determ ned. The reauthorization has not been set yet
so the only other funds available to DOT&PF are bonds, genera
funds or a new nechanism He concl uded:

The baseline question is yes, we're |ooking at what
are the transportation priority projects that we
currently have and show as needs for Al askans to
improve our transportation and rehabilitate our
existing transportation assets and then |ooking at
t hose above and beyond that we would need to put into
play for gas |ine construction.

2:45: 24 PM
REPRESENTATI VE FAI RCLOUGH r esponded:

| know that |I'’m a freshman and so please, |ust
correct me kindly if you could, but we are the
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transportation conmttee and we are the appropriation
arm of the House in nmaking recomendations and it
seens to nme if we do have a study and we have an
individual at DOT who is trying to nmake those

recomendati ons, t hat we m ght have a few
recommendations of our owm in a tinme of increased cash
flow from oil to help us transition. Maybe that’s
our, in one of the proposals that we listen to in our
sessions, the bridge to help us get there and |I’'m

wondering why or if it is possible, M. Chairman, if
we got together as a group and analyzed the projects
and | ooked for set aside noney, not spending it but
setting aside in sone way an appropriate anount of
nmoney in addition to the governor’'s proposed $500
mllion to indeed have a plan ready to go to fill a
10-year pr oposal on infrastructure for Al aska.
Infrastructure for the gas pipeline is not the only
thing that is suffering in our state right now. Ve
have Representative Salnon, who is not in his seat
right now but would speak about access in nore renote
areas and we had Emmonak on the floor talking about
the need for an increased runway out in their
comunity. It seems like this conmittee could, and I
don’t mean to joke about a subconmittee, or naybe it’s
the full commttee to talk about what are the
priorities. If we're going to have a healthy ferry
system what do we need to invest so that we give the
right boards the right boundaries for DOT to | ook at
that ferry systen? \Wiat are the right boundaries to
reinvest in our infrastructure and bring those up so
that they’'re not in a deteriorating node across the
state so that people can access food supplies and
transportation and public safety? So, | just throw it
out for the chairman to tal k about as DOl goes through
their recomendations and their process wth the
Adm ni stration. In the end it conmes to us to make a
recommendation yea or nay and | would like to roll up
my sleeves and get to wrk on sonme good fiscal
strategies on how we mght approach a |oom ng dollar
[ shortage] — we’'re not going to have the dollars to do
that if we don’'t plan now There’s a bubble com ng
and | don’t want to be on the other side of the bubble
saying we should have, we could have and we didn't
Thank you M. Chairman.

2:47:59 PM
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CHAI R JOHANSEN noted not only Representative Fairclough but all

committee nenbers are freshnen. The commttee is open to
di scuss fiscal strategies and those discussions could be
dovetailed into both the endowrent bill and the bonding bill

He said whatever this conmttee does will go straight to the
Fi nance Conmitt ee. He said he looks forward to the fiscal

strategy discussions. He thought everyone would be in agreenent
t hat del ving deeper into the topic would be beneficial.

REPRESENTATI VE FAIRCLOUGH noted wth the oil pipeline and
potentially with the gas pipeline, prices get driven up wth

pr e- pl anni ng. The market gets overheat ed. If the market gets
too hot, the cost of Alaska's infrastructure needs wll double
or triple. Therefore, aside from waiting for the need,

| egislators need to plan the tinmng so that Al askans are put to
wor K.

REPRESENTATI VE JOHNSON said a Pacific Northwest Econon ¢ Region
(PNVER) executive commttee was aggressively pursuing the
railroad during its visit to Juneau. He asked:

So | would like to think about if we spend $2 billion
on a railroad, how nmuch of the $3 billion that we have
extra would we not need to spend if we could carry
lighter loads or - | nean if we spend $2 and we can
save $1 or a nunber on the other end, instead of doing
all of this up to pipeline standards, has that ever
been | ooked at? | nean it’s an al gebraic equation and
if you spend the $2 on the railroad and the Canadi ans
conme through, then there's certainly noney out of the
$3 that we don’t have to spend. So has anyone | ooked
at that aspect of it at all? | don't think taking the
railroad off of the table is a good idea.

MR. REEVES said he took the railroad out of the equation because
his task was to look at the needs for the gas pipeline. He has
not heard a justification for extending the railroad so that the
gas line can be built. He said it could be necessary but he is
not sure of that. The road from Prudhoe to Fairbanks is very
important, no matter which route the gas |ine takes. The
| egislature will soon know whether an applicant will be issued a
license, possibly by April 1. He expressed concern that the
pi peline builder can pull out at any tinme during the first five
years. | f that happened, the state would not want to “have a
whol e bunch of, 1’'Il say, Valdez grain silos sitting around.”
He sees the railroad extension as conpeting with the gas |ine
project given a limted workforce. He would be happy to see the
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gas line built first and a railroad afterward. He pointed out
if the gas line provides |ow cost energy, jobs, and val ue-added
i ndustries, then the railroad would have nore to carry.

2:53:43 PM

REPRESENTATI VE JOHNSON pointed out that |icense issuance does
not nean that a gas pipeline will be built. He cautioned about
anticipating |ow cost energy because the gas pipeline will not
be a |ow cost project. Energy will be abundant but not | ow
cost .

MR. REEVES said he used that phrase tongue in cheek because
peopl e were saying Al aska would have the cheapest gasoline in
the nation when the oil pipeline was built. He noted that he
hopes the state negotiates a better deal this tine.

REPRESENTATI VE KELLER said one focus of the Pacific Northwest
Economic Region is to inprove the north-south infrastructure.
He enphasized the inportance of the need to keep working wth
t he Canadi ans.

2:55:56 PM

CHAI R JOHANSEN t hanked the speakers for their presentations.

2:56: 07 PM

ADJ OURNMENT

There being no further business before the commttee, the House

Transportation Standing Committee neeting was adjourned at 2:56
p. m
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