SENATE FI NANCE COW TTEE
February 19, 2009
9:12 a.m

9:12:]106 AM

CALL TO ORDER

Co-Chair Stedman called the Senate Finance Comm ttee neeting
to order at 9:12 a. m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co-Chair
Senator Bert Stedman, Co-Chair
Senator Charlie Huggins, Vice-Chair
Senator Johnny Ellis

Senator Kim Elton

Senat or Donny O son

Senat or Joe Thomas

MEMBERS ABSENT

None
ALSO PRESENT

Frank Richards, Deputy Conm ssioner, H ghways & Public

Facilities, Depar t ment of Transportation and Public
Facilities; Jeff Otesen, Director, Division of Program
Devel opnent, Depar t ment of Transportation and Public

Facilities; Andy Hughes, Regional Planning Chief, Southeast
Regi on, Departnent of Transportation and Public Facilities;
Nancy Sl agle, Director, Division of Adm nistrative Services,
Department of Transportation and Public Facilities.

PRESENT VI A TELECONFERENCE

Gary Davis, Director, Southeast Region, Departnent of
Transportation and Public Facilities.

SUMVARY

A"Overview. Departnent of Transportation Statew de Capital
Projects and STIP Process

9:12: 08 AM

Co-Chair Stedman stressed that statewide transportation
projects need to be viewed in regards to where they fit into
the state’s long-term infrastructure inprovenent plan in
concert wth gas line infrastructure requests and federa
econom ¢ stinmulus projects. He noted concerns that funding
of the Departnment of Transportation and Public Facilities’
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$130 nmillion request for gas line related work woul d del ay
or otherw se affect other projects in the state. He observed
that a discrepancy exists between the value placed on the
Statewi de Transportation |nprovenent Program (STIP) process
by the Departnent of Transportation and Public Facilities
and the | egislature. He enphasi zed that a review of projects
at the regional level would allow a base for extensive
di scussi ons on these issues.

9:16:43 AM

FRANK RI CHARDS, DEPUTY COW SSI ONER, HI GHWAYS & PUBLIC
FACI LI Tl ES, DEPARTMENT OF  TRANSPORTATION AND PUBLIC
FACI LI TIES, announced the Departnent of Transportation and
Public Facilities’ (DOTI"'s) intention to present “the
uni verse” of active highway, aviation, and transit projects
currently in the design phase, and those projects
antici pated or under construction throughout the state. He
noted the inclusion of all fund sources: general, federal
and general obligation (GO bonds. He added that the three
regional directors would supplenent bid dates and cost
estimates, and offer up a brief scope of area specific
projects and status updates.

M. Richards explained that the information in its current
condensed format represents hundreds of projects. He
prom sed to provide an electronic version wth the sane
information organized into a spreadsheet.

9:19:49 AM

GARY DAVI S, Dl RECTOR, SOUTHEAST REG ON, DEPARTMENT  OF
TRANSPORTATION  AND PUBLIC FACILITIES (testified Vi a
tel econference), referred to the list of 75 projects in the
Sout heast region spanning Yakutat to Metlakatla. (Al aska
Department of Transportation & Public Facilities; Southeast
Regi on; Design & Construction Projects 2009-2010)(Copy on
File) He cited a range of spending from $50,000 for the
Ket chi kan-Hoadly Creek Bridge project to $40 nmillion
allocated for the Petersburg-Airport Runway Safety Area
Expansi on.

Co-Chair Stedman queried Petersburg airport construction
costs totaling less than $40 nmllion. He |earned, upon
further exam nation of page 13 (Copy on File), that the
project had been split into twd phases. M. Davi s
interjected that the first phase, already underway, required
the city to shut down the airport for one nonth to address
dr ai nage i ssues.

Co- Chair Stedman expressed concern over the lack of projects

in the Southeast region to keep the construction industry
engaged.
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M. Davis believed that economc stinulus projects that
would go to bid shortly and those currently in various
stages of conpletion would be enough to keep conpani es busy.

9:23:52 AM

Co-Chair Stedman inquired into the Bob Ellis Replacenent
Ferry in Ketchikan as it is linked to delays surrounding the
Gravi na Access Hi ghway.

M. Davis pointed out that the departnment needs additiona
nmoney for the project as bids exceeded the available
funding. The departnent can option to pursue general fund
dollars or include the ferry project in a bid for federa
aid nonies in the stinmulus package.

Co-Chair Stedman asked for «clarification regarding the
project’s inclusion in the governor’s capital budget and
percei ved renoval fromthe stinmulus package.

M. Richards answered that funding springs from federal
hi ghway dol |l ars rather than federal transit funds.

Co- Chair Stedman asked about extending the bid process to
avoid the absence of a ferry.

M. Richards affirned the current open bid as prepared using
general funds. |If supplementing with federal funds, the
adm nistration faces a challenge in that it must follow the
federal process in terns of procurenent and devel opnent.
This would nean back-tracking to rebid the project and
t aki ng out Al aska specific provisions.

Co-Chair Stedman listed several items hindering the
construction of the ferry. He maintained his inquiry into
ways the project could proceed despite obstacles.

9:27:29 AM

M. Richards reiterated that the first option would be to
use state general funds; and the second option would be to
utilize federal funds.

Co-Chair Stedman queried uninterrupted access to Gavina
I sl and and by extension the Ketchikan airport.

M. Richards assured the conmttee of the Borough of
Ket chi kan’s concern and the Coast Guard s awareness of the
inmportance of ferry access to the community. The two
entities are working diligently to identify chall enges and
produce an alternative.

Co- Chair Stedman conmented on the $5.7 million appropriation
made fornmerly to DOT to facilitate the construction of a
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vessel. He remarked that depending on the nethodol ogy
i npl emented, this amount coul d doubl e.

M. Richards concurred that an amount above $4 nmillion would
now be needed to cover the cost of bids nade above the
original appropriation plus adm nistrative costs. Enploying
the federal process would necessitate even nore tinme and
noney.

9:29:10 AM

Senator Elton asked about the Juneau-Q@ aci er H ghway, Amal ga
Har bor to Eagle Beach project on page 6 (Copy On File). He
poi nted out that the project had a previous funding source
that was not stimulus dollars. He solicited clarification of
the provision that allows substituting stinmulus dollars for
noney already committed to a planned project and thereby
defeating the purpose of a stinmulus.

M. Richards acknow edged that the  acier Hi ghway project
appeared in the STIP as a federal highway project using the
federal highway process. As the project had no defined
funding, the departnent hopes to use economc stinulus
monies to perform the work. M. Richards deferred the
ultimate nature of this project and others to |egislative
authority. He enphasized that the admnistration sinply
recommends and justifies a priority order of projects.

JEFF OITESEN, DI RECTOR, DIVISION OF PROGRAM DEVELOPMENT,
DEPARTMENT OF TRANSPORTATI ON AND PUBLIC FACILITIES, did not
recall the specific funding history of the d acier H ghway
project. He unequivocably affirmed substituting federal
dollars for non-federal dollars but explained that the state
must still spend the non-federal dollars. He described
stinmulus dollars as an additive to a state’'s overall program
not a swappi ng of funds.

M. Otesen clarified that the state can nove federally
funded projects into the stinulus proposal and then use the
|iberated federal dollars to fund future projects: “As |ong
as at the end of the day we are in fact spending nore
dollars than before stinmulus.” He continued that it takes
nore than the four-nonth tineline allotted by the federa
government for Alaska to develop a project. Wthout the
ability to nove existing projects up in the queue,
i ndi vidual states would not neet this deadline.

9:33:13 AM

Co- Chair Stedman wondered about the availability of stinmulus
noney for a community that follows federal guidelines but
not the STIP process.
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M. Otesen replied that a comunity is eligible if it
foll ows the necessary steps outlined by the Federal H ghway
Adm nistration (FHWA) or Federal Transit Admnistration
(FTA). He interjected that nbost communities typically do not
follow the often “tinme-consum ng and clunsy” federal process
when granted noney from anot her source.

M. OQtesen summarized that absolutely no federal funds can
flow unl ess a project appears in the STIP and has undergone
t hat public process.

Co- Chair Stedman expressed puzzl ement at hearing conflicting
answers regarding DOI's involvenent. He questioned whether
nmoney could go directly to a comunity if the project
exerci sed a federal process independent of DOT.

M. Otesen acceded the existence of a small nunber of
federally funded projects that are not nmanaged by DOTl. He
mentioned a few entities including the Denali Conm ssion,
Western Federal Lands, and sone FTA funded projects where
t he adm ni stration wor ks directly W th t he | oca
gover nnents.

M. Otesen maintained that to a large extent federal
hi ghway funds flow through DOT and the departnment acts as
responsi ble adm nistrator as the rules require. Even if the
state sub-allocates noney to a | ocal governnent that nmekes a
m st ake, repaynent expectations I|lie wth the state of
Al aska.

Co-Chair Stedman described an energency bridge repair in
Ket chi kan, which appears to have qualified but evaded
integration into the STIP. He nmarveled at the project’s
automati c exclusion fromthe process.

9: 36: 08 AM

Senat or Hof fman referenced the Sand Point [ School Loop] Road
project. He objected to the cunbersone STIP process and
wi shed to see projects expeditiously conpleted. He wondered
if the Alaska Legislature holds the authority, as it has in
the past, to nodify the STIP in order to get projects
acconpl i shed nore speedily.

M. Otesen spoke to the risks one runs in nodifying the
program He said that the departnment works hard to deal with
the federally required body of law known as the STIP in a
normal process. Because of substantial changes in the past
two years, DOT finds itself struggling with staffing and new
rules. He naned five lawsuits brought against the state of
Al aska wthin the |last decade. In the proceedings that won,
the state played by the rules, and in those that |ost, the
state deviated fromthe rules.
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Co-Chair Hoffman called for an explanation of the current
STIP process and for specifics regarding the tinmeframe for
nodi fication. He also wanted to know if DOT needed extra
staff to cope with the effects of the nunerous changes and
conply in a tinmely manner

9:39:18 AM

M. Richards described the Departnent of Transportation's
proposed Amendnent #18 to the 2006 - 2009 STIP [dated May 6,
2009 and located on the departnent’s webpage at:
http://ww. dot . state. ak. us/stwdpl ng/ci p_stip/assets/06_09sti
p/ 06_09anendnent s/ 00- STI P- Andt 18- Appr oved. pdf ] whi ch now
enconpasses a 90 day process. Previously DOT had the ability
to make funding changes to projects on a routine basis. At
this tinme, any changes require an extrenely cunbersone
amendnent process.

Co-Chair Hoffrman iterated that a portion of the stimnulus
package is available to start projects within a 12-nonth
period. He underlined the legislature’s duty to identify a
broad spectrum of projects that could begin the 90-day
process and fall into the timnmefrane.

Co-Chair Stedman asked for a reiteration of STIP Amendnent
#18 specifically regarding community response as it applies
to timng.

9:42: 21 AM

M. Richards restated that STIP Anendnent #18 requires DOT
to seek public comrent on projects. This is also the tine
the legislature can comment publicly. The projects in the
stimul us package nust have been in the federal process for
the preceding several years. Fifty percent nust be
obl i gated. The departnent was not aware of projects with the
potential to receive econom c stinulus noney. He cautioned
maj or changes to STIP Amendnent #18, which mght halt
di stribution of funds around the state.

Co- Chair St edman asked for clarification regar di ng
notification to communities.

M. Otesen reported that notice went out when the state
i ntroduced the draft STIP Arendnent #18. The departnent had
considered a public nom nation process before |aunching the
amendnent but in the state’'s collective best interest,
decided to wuse projects already in the pipeline. The
determnation was made wth an aim to follow stinulus
paraneters, get a group of projects funded and capture
dollars fromother states not as ninbly able to adapt to the
new STI P rul es.
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M. Otesen stressed that any project that does not get
funded by stinmulus dollars will be lifted wwth regular STIP
funding. He stated that the communities will not care about
the funding source. The challenges with STIP have been due
to inflation and the setting aside of dollars, which causes
the state of Alaska to have less domnion over funds.
Currently Al aska has the opportunity to take projects that
have been waiting and get them funded. This will allow the
next generation of projects to cone forward. He urged tinely
action.

9:46: 53 AM

Co- Chair Stedman asked for those projects that do not appear
in the STIP but would qualify.

M. Richards infornmed the conmttee that existing staff
wor ks overtine doing designs. The departnent has not hired
addi ti onal enployees, but it uses contracted consultants to
augnent existing staff and the el evated need.

Co-Chair Hoffman questioned whether the department needs
additional staffing to prevent a | oss of the funds.

M. Richards stated that DOT has enough staff to capture the
stimulus funds com ng.

Co-Chair Stednman stated the need for presented nmaterials
that are useful to the commttee.

9:50: 28 AM

M. Qtesen said a project could be added to the STIP but
observed that the necessary processing would very |ikely not
be conpleted on tine. Bridge projects in particular have
significant environnental and permtting chall enges. He gave
the exanple of three bridges on the Steward H ghway. He
recomrended agai nst using federal funds to solve this type
of problem

Senator Elton opined that communities and the commttee need
to know the conplete [ist of projects potentially
appropriate for stimulus funding. He feared |essening the
pool of projects without a conparable context. He referred
to the statenent that communities do not care where the
funding cones from He gave an exanple of a comunity
puzzled as to why stinulus dollars are not being spent on
their priority projects.

9: 55: 55 AM

M. Otesen pledged a forthcomng conplete list of stinulus
eligible projects. The departnent has anal yzed the bill. The
second deadline becane twelve nonths, which took a half-
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dozen projects off the list. The two projects nentioned
remain. He stated that the community did not talk to the
departnment about the priority project. He warned about a
paring of capital transit funds as a result of a |oss of $25
million in the stinulus draft. Statewi de transit noney for
vehicles remains at $9 mllion.

Co-Chair Stednan wondered at the inclusion of the Juneau-
Li brary, Archive, and Mseum Facility on page 8 (Copy on
File) in the STIP Anendnent.

ANDY HUGHES, REG ONAL PLANNING CHI EF, SOUTHEAST REQG ON,
DEPARTMENT OF TRANSPORTATION AND PUBLIC  FAC LI TIES,
expl ained the availability of Prelimnary Engineering (P.E.)
noney to scope out the project. The Southeast region
included all design and construction projects in its
material. The facility is not in the STIP

Senator Elton inquired whether the Juneau-Library would be
eligible for STIP dollars under the education conponent of
the stinmulus package. M. Hughes could not supply the
answer .

10: 00: 20 AM

Co-Chair Stedman requested assistance with category and
fundi ng source totals in the Southeast region.

NANCY SLAGLE, DI RECTOR, DI VI SION OF ADM NI STRATI VE SERVI CES,
DEPARTMENT OF TRANSPORTATI ON AND PUBLI C FACILITIES, offered
to provide the conmttee with a cost total of active
proj ects.

In response to a request by Co-Chair Stedman, M. Slagle
noted that she was able to generate a spreadsheet of active
projects in excel format. She el aborated on the two conputer
prograns DOT uses to track projects. One system lets the
departnent bill the federal governnent for project activity.
The Managenent Reporting System (MRS) provides information
specific to each project. The 228 page spreadsheet shows
programm ng, a cost history and balances for each project
sorted by region. The el ectronic version can be organi zed at
will.

10: 03: 54 AM

Ms. Slagle referred to a bid schedule on the departnent’s
web page. The schedule shows projects that the departnent
anticipates putting out to bid for Sumrer 2009. Descriptions
include a project’s cost range. A third report has a |ist of
projects with estimted advertising dates sorted by region
that m ght not yet appear on the public schedul e.
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Co-Chair Stedman urged swift arrival of the relevant data in
a formbeneficial to the conmttee.

Ms. Slagle noted the spreadsheets do not have sone
additional information contained in the word documents.

10: 06: 19 AM

Co- Chair Stednman appreciated the broad view of information
given by the departnent. He asked for a flexible format that
makes the anounts accessible. He stated that the conmttee
could not confortably nove forward w thout high-speed neans
to handl e the conplex data. Ms. Slagle agreed to conply with
t he request.

Co-Chair Hoffman queried the total anount of stinmulus fund
avai l able for construction in Al aska. He expressed concern
that all regions receive stinulus noney.

Ms. Slagle summed up the state’s proposed federal stinulus
funding as $175 mllion for highways and bridges, $40
mllion for transit funding, and $75 for aviation projects.
The departnment will provide a locator map along with the
list of projects. She judged the projects to be wdely
di spersed throughout the state.

Co-Chair Hoffman requested a total of the three regions:
Sout heast, Central and Northern. He asked if all projects in
t he handouts were avail able for stinulus noney.

10: 10: 19 AM

Ms. Slagle said the current list includes all active DOT
projects and their status. A subset qualifies for the
econom ¢ stinmulus package. She repeated the promse to
provi de a readabl e spreadsheet that would cal cul ate funding
totals.

Co-Chair Hoffman asked for a rough nonetary figure of the
total anmount eligible for stinulus funding.

Ms. Slagle estimated that the list of potential projects
tallies over $300 nmillion. The state has nore eligible
projects than noney it is slated to receive.

M. Otesen added that eligible highway and bridge projects
total $325 mllion. He reported that the $150 mllion that
cannot make the list wll hopefully capture forfeited
stimulus noney from other states. He cited the state’'s
readi ness and focus on a group of projects poised to neet
t he deadl i nes.

Co-Chair Hoffman asked for an approximation of the total
anount eligible for stinulus under transit.
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M . Otesen answered that the transit [list extends
potentially into the billions of dollars, which alnost
negates its meaning. The state has discretion over about $9
mllion. He continued that the federal governnent directly
all ocates the other $32 mllion to the Anchorage
Metropolitan Area Transportation Study (AMATS) or Fairbanks
Metropolitan Area Transportation Study (FMATS). The Al aska
Rai |l road receives a portion of AMATS noney sub-allocated by
I aw.

Co-Chair Hoffman asked for an approximation of the total
anount eligible for stinulus under aviation.

M. Otesen re-affirmed $75 mllion for aviation projects.
He said the state advocates for projects, but the Federa
Avi ation Adm nistration (FAA) holds the discretionary power
to deci de where the noney goes. The list is nmuch | arger than
t he amount al | ocat ed.

Co-Chair Hoffman solicited a ballpark anmount of aviation
projects eligible for the stinulus package.

M. Otesen thought at least $200 nmillion and maybe as nuch
as $300 million.

10: 14: 56 AM

Co-Chair Stedman wanted to look at the municipalities of
Anchor age and Fai r banks.

M. Otesen enphasized that the two organizations collect a
share of stinmulus dollars as required by |aw

Co-Chair Stedman pressed for a list of projects from these
two cities. He expounded that from a policy perspective, an
overall picture of the state inforns decisions that affect
Al aska’ s budgeti ng process.

M. Otesen verified the existence of both lists and his
nearness to obtaining them

Co-Chair Stedman voiced a concern wth the lack of work
happening in parts of the state as nenbers struggle with the
current nosaic of projects.

M. OQtesen assured nenbers that problens with available
work —will greatly dimnish when the final stinulus
recommendati on conmes before the commttee.

10: 17: 28 AM

Senator Elton contenplated SE region bid dates placed
seemngly far out into the future. He wondered if reasons
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for the defernent centered on not having the permts or not
havi ng funds.

Ms Slagle affirmed a variety of reasons for an estimated bid
dat e.

Senator Elton asked the departnent to include reasons for
bid dates as they prepare spreadsheet docunents.

Ms Slagle answered that she would work on providing the
i nformati on.

Co-Chair Stednman asked for formatted data for the other
regions as well. Reformatted data would nmake better use of
the commttee' s tine.

#
ADJ OURNVENT

The neeting was adjourned at 10:20 AM
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