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W TNESS REG STER

ROBERT VENABLES, Menber

Marine Transportation Advisory Board (MIAB)

Hai nes, Al aska

PCSI TI ON  STATEMENT: Presented an overview of the Marine
Transportation Advisory Board ( MIAB).

JI M BEEDLE, Deputy Conm ssioner of Marine Operations

Mari ne Hi ghway System (AVHS)

Department of Transportation & Public Facilities (DOT/PF)

Juneau, Al aska

PCSI TI ON  STATEMENT: Provided an update on the Al aska Marine
H ghway System (AVHS).

JAMES CANTOR, Chief Assistant Attorney GCeneral - Statew de
Section Supervisor

Transportati on Section

Depart ment of Law (DQL)

Anchor age, Al aska

POSI TI ON STATEMENT:  Answered questions during the discussion of
t he AVHS Updat e.

REBECCA ROONEY, Staff

Representative P. WIson
Al aska State Legislature
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Juneau, Al aska

PCSI TI ON  STATEMENT: Presented the changes contained in the
proposed commttee substitute, on behalf of the prime sponsor
t he House Transportation Conmittee, chaired by Representative P.
W son.

BRI AN KANE, Attorney

Legi sl ati ve Legal Counsel

Legi sl ative Legal and Research Services

Legi slative Affairs Agency

Juneau, Al aska

PCSI TI ON STATEMENT:  Answered questions during the discussion of
HB 329.

FRANK RI CHARDS, Deputy Comnm ssi oner

O fice of the Conm ssioner

Department of Transportation & Public Facilities (DOT/PF)

Juneau, Al aska

PCOSI TI ON STATEMENT:  Answered questions during the discussion of
HB 329.

CAPTAI N JOHN FALVEY, General Manager

Ket chi kan O fice

Mari ne Hi ghway System ( AVHS)

Ket chi kan, Al aska

PCSI TI ON STATEMENT: Presented a Power Point overview during the
AVHS Updat e.

ACTI ON NARRATI VE

1: 03: 10 PM

CHAIR PEGGY WLSON called the joint neeting of the House and
Senate Transportation Standing Commttees to order at 1:03 p. m

1:03: 41 PM

Senators Menard, Meyer, and Kookesh and Representatives Petersen
and P. WIlson were present at the call to order. Senat ors
Paskvan and Davis and Representatives Johansen, Minoz, and
Gruenberg arrived as the neeting was in progress.

1: 03: 51 PM

Marine Transportation Advisory Board
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1: 04: 29 PM

CHAIR P. WLSON announced that the first order of business would
be a presentation by the Mari ne Transportation Advi sory Board.

1: 05: 37 PM

ROBERT VENABLES, Menber, Marine Transportation Advisory Board
(MTAB), related that the MIAB is a voluntary board. He remarked
that he cane to Juneau to attend this hearing by traveling on
the Al aska Marine Hi ghway System (AVMHS). He introduced two
ot her MIAB nenbers: Maxi ne Thonpson, Angoon; and Patrick Owen,
Juneau. He commented that the MIAB menbers are saddened at the
loss of J.C. Conley, who was a strong advocate for the AVHS and
recently died. He characterized the MIAB as a conmitted group
focused on marine transportation issues.

1: 07:48 PM

MR. VENABLES paraphrased from a prepared statenent, as follows
[original punctuation provided]:

Qur board appreciates the opportunity to stand
before you today and give an overview of its efforts
MIAB was established in 2003 by Admnistrative O der
and put into Alaska State Statute in 2008 under AS
01. 10. 070(c). Qur board has been focused on neeting
t he many chal | enges of our uni que mari ne
transportation system Wth AWHS staff we have worked
to identify tools in order to inprove scheduling,
system efficiency and nobility in Southeast, Prince
W liam Sound, and Sout hwest Al aska.

It is proven that dependable and sustainable
transportation systens are vital to economic growth
and stability in rural Al aska. We strongly support
the mssion of the Al aska Marine H ghway System to
provide safe, reliable, and cost effective nmarine
transportation throughout the coastal regions of our
state. The economc, cultural, educational and health
benefits to our comunities served by AVHS are
extrenely inportant to our quality of life. MI'AB
wor ked closely with AVHS staff to establish |ong range
scheduling and the past two years have proven that
this approach is working as the anticipated increase
in ridership by Al aska users becane a reality.
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MR. VENABLES added that nore inportantly, the reliability of the

schedules and predictability of the system has inproved,

the exception of the old vessels that still break down and cause
unf or eseen probl ens. Custoner satisfaction is up significantly

and ridership has foll owed.

VR.

VENABLES continued, paraphrasing from a witten statenent

[original punctuation provided]:

The first section of the MIAB statute establishes
t hat DOT&PF, shall in consultation with MIAB, prepare
a long range plan for the devel opnent and i nprovenent
of the Alaska Marine H ghway System Each region
enconpassing AVHS routes has its own |long range plan
for transportation and so we have been attenpting to
work with DOT&PF planners on these regional plans.
Currently the Southeast [Alaska] Transportation Plan
(SATP) is up for its b5-year review Cor r espondence
with the comm ssioner and DOT&PF planners have been
ongoi ng; however, to this date an established day to
sit down and work with DOT&PF on a draft SATP has not
been det er m ned. As per statute (and our
understanding of legislative intent), [MIAB] expects
to be part of DOI"'s work effort concerning the goals
of marine transportation regional plans, prior to the
final drafts being sent out to the public.

1: 10: 04 PM

CHAIR P. WLSON expl ai ned that

was for the AMHS to be in consultation with MIAB.

MR. VENABLES, in response to Chair P. WIlson, stated that

not yet happened, but the SATP planners are represented here
t oday.

1:10: 41 PM

MR. VENABLES continued, paraphrasing from a witten statenent

[original punctuation provided]:
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she participated in the enabling
| egislation for the MIAB. She recalled the one inportant aspect



Marine Hi ghway System Strong and consistent public
input fromnultiple tel econferences from organi zations
such as Sout heast Conference, the Southwest Minicipa
Conference, the Al aska Minicipal League as well as
several Native organizations have helped give our
board a clear direction to follow From this input
and MIAB neetings the past three years we have
established short term and long term goals. These
recomendati ons have been presented to Conmm ssioner
von Scheben and CGovernor Parnell.

1:10: 58 PM

MR. VENABLES continued, paraphrasing from a witten statenent
[original punctuation provided]:

SHORT TERM GOALS

1) Operating the MV Kennicott on full schedule My
t hrough Septenber. The current schedule has the MV
Kenni cott operating Cross Qulf 2-weeks-on-2-weeks-off
in the sutmmer. This only allows for one trip a nonth
out the Aleutian Chain by the MV Tustunena. There
has been a public outcry from the seven Al eutian
| sland communities that the current schedul e does not
come close to serving their needs (see attached
letters). Addi tional service to the Chain has been a
top priority for MIAB for the past 3 years. Follow ng
are the costs associated with this recommendati on both
for FY 2011 and what would be a FY2010 Suppl enental.
The admnistration has commtted to an additional
spring run for the Kennicott and the follow ng costs
do not take that run into account.

FY 10 MIAB Request ed Suppl enent al for Kennicott
Servi ce

$1, 385, 000- Tot al Suppl emental Authority
$800, 000- General Fund
$585, 000- Al aska Mari ne Hi ghway Fund

FY 11 MIAB Requested Service Enhancenents to Governor

Budget
$2, 122, 500- TOTAL Additional Authority
$1, 600, 000- Al aska Mari ne H ghway Fund
$522, 500- General Fund
1:13:11 PM

JT. H'S TRA COW TTEES - 6- February 18, 2010



MR. VENABLES reported the anticipated return from the $500, 000
in General Funds (GF) is a good return for vital services for
the transportation needs of communities in the Al eutian Chain.
He continued, paraphrasing from a witten statenent, relating
t he MIAB' s second reconmendat i on [ ori gi nal punctuati on
provi ded] :

2) Additional funding allowing the fast vehicle ferry
(MV) Fairweather to operate on a full seven day a
week schedule during the spring (May/June) of 2010.
Unf oreseen nmechani cal issues with the Fairweather have
caused funding shortfalls to allow for this nuch-
needed servi ce. This service was established wth a
commitment to |long-range scheduling 3 years ago and is
very inportant to the Northern Panhandle (including

Sitka and outlying villages). There is a nmgjor
concern about the engines problenms on both the
Fai rweather and the MYV Chenega. At its Decenber

nmeeting the [MIAB] Board voted to request that the
| egi slature and conm ssioner of the Departnent of
Transportation consider a vehicle for the state to
order replacenent engines for the Fairweather and the
Chenega. The engine problens are being worked on by
AVHS, the Adm nistration and the Departnent of Law
The fast ferries are an integral part of the current
and future operations of AVHS. The public, especially
in Prince WIlliam Sound and the Northern Panhandl e,
has a unique and strong appreciation for these vessels
and their ability to transport cars and people over a
|l ong distance in a short period of tine. It |ooks |ike
costs associated with operating the Fairweather in
2010 for May/June are being resolved by AVHS and the
Adm ni stration.

1:15: 11 PM
MR. VENABLES continued, paraphrasing from a witten statenent,
relating t he third short-term reconmendat i on [ ori gi nal

punct uation provided]:

3) MAB has requested that an additional $60M
[mllion] be added to the AMHS Vessel Replacenent

Fund. AVHS has enbarked on a nuch-needed vessel
replacenent project (Al aska Cass Ferry Project) that
has very strong public support. The project is

critical to insure long rang[e] operations of AVHS and
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to fulfill the mssion of AWHS itself. This process
can be easily followed by looking it up on the Al aska

Class Ferry information on the AMHS website. The
vessel replacement fund currently has $60 nmillion in
it - thanks to your efforts, and it is extrenely

inportant that we continue to put additional noney
into this fund as we replace our aging narine highway
fleet. The adm nistration has taken steps through the

STIP process to insure that adequate funding will be
available to begin the process of building new
vessel s.

1:16: 10 PM

MR. VENABLES continued, paraphrasing from a witten statenent,
relating the long-termgoals [original punctuation provided]:

LONG TERM GOALS

1) Forward funding of AMHS operations to allow for
conti nued schedul e consi st ency and successf ul
mar ket i ng strategy.

MR. VENABLES remarked that this has been an effective effort for
the system over the past two years.

2) Along term strategy to mtigate high fuel prices
that negatively affect the systenmis ability to provide
reliable service.

3) Mintenance and operational costs continue to
i ncrease system wi de, and need addressed in order to
nmeet the mi ssion of AVHS, now and in the future.

4) The vessel replacenent fund should be funded at a
| evel that allows for DOT&PF to nove forward with the
design and construction of new, fuel efficient
vessels. As an added value these vessels should be
designed to require less crew to operate which could
bring future | abor costs down.

In closing, Marine Transportation Advisory Board
menbers acknow edge the conplexities of providing a
safe, reliable and efficient marine transportation
system and we cannot expect to be able to satisfy each
coastal community’'s wants and needs. W thank you for
your | eadership and guidance, and believe that wth
your continued direction and the expertise of the AWVHS
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managemnent , MIAB  can conti nue to hel p gui de
i nprovenents that will benefit Al askans.

1:17:57 PM

MR. VENABLES referred to handouts in nenbers' packets that
identify the AVMHS s staff who participated in rescue activities,
wel |l beyond their duties to provide transportation services.
Oten the AMHS's staff efforts represent the last line of public
safety support, he stated. He applauded their work. He
commented that the next MIAB neeting will be in Juneau on March
9, 2010. He concluded by thanking nmenbers for the opportunity
to present.

1:18:49 PM

REPRESENTATI VE GRUENBERG recalled engine problems wth two
ferries, the MV Chenega and MV Fairweather. He understood the
engi ne problens are being addressed by the AVHS and the DOT&PF.
He asked whet her the engi nes have ever worked.

MR VENABLES deferred to the DOT&PF conmm ssioner to discuss the
i ssue.

REPRESENTATI VE GRUENBERG stated that he wants to be certain this
matter i s addressed.

1: 20: 12 PM

REPRESENTATI VE MJUNQZ asked whether the MIAB has given any
consideration to the efficiencies and inpact the Lynn Canal
H ghway would give to the rural operation of the transportation
system

MR. VENABLES responded that the Southeast Al aska Transportation
Plan (SATP) is the appropriate vehicle for the discussion to

occur . He clarified that the MIAB focuses on the operationa
aspects of the Al aska Marine H ghway System (AVHS) and what the
system needs as a whol e. He expressed that there may be road
lengths interspersed wthin the system but the primry
attention nust be given to the aging fleet. He acknow edged
that the MIAB has not yet held extensive discussions on issues,
but he believed those would occur during the SATP process. I n

response to Chair P. WIlson, he reported that the SATP is one of
three regional plans in the state.

1: 21: 38 PM
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SENATOR KOCOKESH asked for him to identify nmenbers of the MIAB
and the relationship between the MIAB board and DOT&PF' s staff.

MR.  VENABLES naned other nenbers of the MIAB: M ke Kor sno,
Skagway, Board Chair; Shirley WMarquardt, Unalaska, Vice-Chair;
Cat hi e Roemmi ch, Juneau, at-large nenber; Cay Koplin, Cordova,
representing Prince WIIliam Sound and Kenai Peninsula; vacant
seat in Ketchikan, fornmerly held by M. Conley; Mxine Thonpson,
Angoon, representing Southeast Al aska; Gerry Hope, representing
Sitka, Petersburg, and Wangell; Patrick Omen, representing
| abor uni ons  of the AVHS; hi nsel f - Rober t Venabl es,
representing the Northern Southeast comunities of Haines,
Juneau, and Skagway; Seth Church, Fairbanks, nenber-at-Iarge;
and Mark Eliason, Anchorage, who is a travel and tourism
speci al i st. The MIAB' s chief interaction is with the DOT&PF s
deputy conm ssioner, who also provides a staff person to the
MTAB.

1: 23: 37 PM

MR. VENABLES characterized the information flow as very good
bet ween Captain Falvey and the MIAB. He thought that the MIAB
forces the opportunity for disclosure, with respect to the AVHS
happenings, and the MIAB acts as a conduit for information
to/fromthe public. The MIAB can al so nmake recomendati ons and
pass them on to the legislature or the admnistration, as
appropriate, he stated.

AVHS Updat e

1:24: 22 PM

CHAIR P. WLSON announced that the final order of business would
be to have an update by the AMVHS.

1:24:57 PM

JIM BEEDLE, Deputy Conm ssioner of Marine Operations, Mrine
H ghway System (AVHS), Departnent of Transportation & Public
Facilities (DOT/PF), introduced Captain Falvey. He appl auded
Capt ai n Fal vey' s managenent of the system

VR. BEEDLE discussed the AWVHS's three C s: Conmi t ment ,
Consi stency, and Custonmer Service within the AVHS [slide 2]. He
poi nted out that the sumrer schedul e was published | ast October,
although this is risky since the AVHS will not know the anount
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budgeted for the AVHS until July 1, 2010. The early publishing
significantly helps the public plan their travel to Al aska and
wi t hin Al aska.

1: 26: 55 PM

MR. BEEDLE explained that FY 2011 will be the third year that
the AMHS has provided a consistent schedule. He el aborated that
devel oping the schedule is a conplicated process since sone
vessels are upgraded by capital inprovenment projects (CIBs) so
it is difficult to plan and varies year to year. This year the
AWVHS will have additional rules for FY 2010, Safety of life at
sea (SOLAS) regulations to inplenment, which are required for
i nternational travel. The MV Kennicott wll be on layup for a
Capital |Inprovenent project to neet the SCOLAS regul ations. He
indicated that custonmer service is very inportant to the AMHS,
which has maintained a 96 percent custoner satisfaction rate
si nce 2006.

1:28:52 PM

MR. BEEDLE di scussed the vessel operation costs by fiscal year
and detailed the changes in vessels [slide 3]. In 2004, the
AVHS added the MV Lituya and MV Fairweather. In 2005 the MV

Chenega was added. Factors that affected costs include contract
negoti ations and fuel costs, which went up drastically between
2004 and 2006. From 2006 to 2007, three new vessels were added
but the AVHS s budget also was out of control so neasures were
taken to renedy the issue. In 2008, the AVHS decreased its
service and the MV Colunbia did not run to Bellingham all year.
Currently, the MV Colunbia is laid up four nonths a year in the
winter due to decreased traffic. The AWVHS runs one fast ferry
four days a week in the winter. The MV LeConte was turned into
a day ferry to serve Juneau. The AVHS nade additional cuts to
expenses and took the second sunmer vessel off the Bellingham
run, which is working well, he stated.

1:31:21 PM

REPRESENTATI VE GRUENBERG recalled engine problenms on the MV
Fai rweat her and the MV Chenega. He understood the engines have
never worked right. He asked for a status report.

MR. BEEDLE responded that that the |egal issues are ongoing, but

the lawsuit wll not progress until appropriations for |egal
fees are made.
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REPRESENTATI VE GRUENBERG recalled that the House Finance
Subconmittee for the Departnent of Law is currently holding
briefings, but has not yet had a request for funding the |ega
i ssues nenti oned.

MR. BEEDLE, in response to Representative G uenberg, understood
the issue and assured him requests are forthcom ng. He rel ated
that the warranties on MV Fairweather expire at the end of My
so any action will happen prior to then.

REPRESENTATI VE GRUENBERG asked to be briefed on the issue
outside the <conmittee neeting and welconed legislators to
parti ci pate.

1:34:16 PM

JAMES CANTOR, Chief Assistant Attorney General - Statew de
Section Supervisor, Transportation Section, Departnent of Law
(DAL), reported that the Departnent of Law has been in
negotiations wth the mnufacturers of the engines in the
shi pyards and they have attenpted sonme repairs. He related that
there is a high likelihood the state will file litigation prior
to the statute of linmtations deadline.

MR. CANTOR, in response to Representative Guenberg, answered
that he was not prepared to provide the potential the amount of

damages. He stated that the state is continuing to try to
negotiate the matter and he remains hopeful for resolution of
the matter. However, he reported that the state nmay end up in

[itigation on the issue.
1: 35: 24 PM
REPRESENTATI VE CRUENBERG expressed i nt erest in hol di ng

addi tional discussions with M. Cantor and M. Beedle outside
the neeting so as to not take up commttee tine on this issue.

1:35:43 PM

MR. BEEDLE continued his update. Only one vessel on the
Bel I i ngham route has worked well so the second vessel, the MYV
Mal aspi na, was noved to serve Lynn Canal. He remarked that even

t hough Juneau residents l|loved the fast ferry to Haines and
Skagway, the fast ferry could not nake the connection to
Skagway, which indicated to the AVHS that freight required a
| arger vessel for that run. Thus, the MV Ml aspi na serves Lynn
Canal and the fast ferry now serves Sitka. He remarked that
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| ocal people have conme rely on the fast ferries. He appl auded
Captain Falvey's efforts to keep the ships running despite
persistent engine problens. He reported that the AMHS has
provi ded consistent service levels and nore Alaskans are
traveling on the ferries.

1: 38: 27 PM

CAPTAIN JOHN FALVEY, General Manager, Ketchikan Ofice, Marine
H ghway System (AVHS), began his update by pointing out the

i nprovenents to AMHS [slide 4]. He applauded his dedicated
reservation staff and related that custoner satisfaction is at a
ten year high per a recent survey. He summarized the

i nprovenents to the AVHS, including installing fuel efficiency
systens to the ferries, efficiency inprovenents, custoner
service inprovenents, and new vessel construction.

1:40: 17 PM

CAPTAIN FALVEY elaborated on the fuel efficiency systens
currently installed on the MV Aurora, the MV Tustunena, and
the MV Mtanuska [slide 5]. He explained the system provides
10 - 14 percent fuel savings. Fuel is costly and he |ikened the
power - managenent system fuel -savings system as simlar to the
airline technol ogy. The sophisticated system is satellite
based, and synchroni zes the engines to nmanage the power of the
ship, which saves 10 - 14 percent in fuel costs. The AMHS
receives |live data and readouts from the system which is very
accur at e.

1:41:59 PM

CAPTAI N FALVEY anticipated adding the efficiency systens to the
MV Kennicott, the MV Colunbia, the MV Taku, and the MYV
LeConte by next wnter. The project is federally funded, he
added.

1:42: 35 PM
CAPTAIN FALVEY related that Phase | of the project provides

satellite communi cations to vessels and internet connections for
shi pboard passengers using |aptops and smart phones in Phase |1

[slide 6]. However, marine broadband is conplex, he stated.
Thus far, the initial provider did not work well enough as it
did not provide a high -enough quality. In response to

Representative G uenberg, he answered that the initial system
was in place for about two to three years and the services were
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rent ed. He said the AVHS let the contract run out, then |et
anot her request for proposal (RFP) and selected a new provider.
He anticipated the AVHS will be happy with the new provider
since the contract is with a well-known broadband provider.

1: 44: 57 PM

CAPTAIN FALVEY detailed the satellite hardware [slide 6]. He
stated that currently the hardware is installed on seven ships:
the MV Ml aspina, MV Mtanuska, MV Colunbia, MV Kennicott,
MV Aurora, MV Tustunmena, and MV Lituya. He anticipated that

the satellite hardware will be installed in the com ng year on
the MV LeConte and the MV Taku. The project wll establish
communi cations in tw phases, initially for the officers and

crew for ship to shore comunications. One initial mstake was
attenpting to provide broadband service for both the ship
busi ness and custoners. Next year custonmers w |l be added, but
the AVHS will not charge for the service and will provide the
service as a marketing tool.

1:46: 52 PM

CAPTAI N FALVEY outlined the new AVMHS reservation system [slide
7] . He reported that the AVHS is in the process of building a
new reservation system The old system was an in-house hone-
built system Currently, about 30 percent of the reservations
are conducted on-Iine. He anticipated that the new system w ||

be nore "user friendly." The AWVHS hired a subcontractor to
exanmine the system in order to identify technology gaps that
need to be addressed before noving forward. He indicated that

the AWVHS needs service 24 hours a day, and in doing so, can
enhance operations, such as to coordinate which cabins can be
presold or sold on the ships.

1:49: 22 PM

CAPTAI N FALVERY detailed the Phase I1I: Revi ew of AMHS Cust omer
Service [slide 7]. Phase Il will be conpleted in April 2010.
He explained that the AVHS reservation system and the term nals
have been reorganized since they are related. The AVHS is in
the process of finishing witing the traffic manual, which
needed to be updated. The new policy and procedure nmanual is
updated and is ready to enter Phase I1l, which entails the
actual purchase of new reservation system The AVHS will likely
hire a professional to assist in selecting the equipnent
designed to assist the AVHS, which wll include a scheduling
nodul e.
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1: 52: 00 PM

CAPTAI N FALVEY briefed nmenbers on AVMHS Term nal |nprovenents in
Angoon, Annette Bay, and Hoonah [slide 8]. He offered that the
AVHS wi Il have new dock facilities in Angoon by Decenber 2010 to

accomopdate fast ferries. In Annette Bay, the new docking
facility wll be conpleted in the fall of 2010, to accommvpdate
the MV Lituya and the Prince of Wles class vessels. I n
Hoonah, the wuplands and new terminal wll be conpleted in
Sept enber 2010, and stimulus funds wll provide for new docking
structures to be conpleted in February 2011. M nor projects
include a new warehouse in Honmer, as well as the AMIS s
consideration of purchasing the facility at Prince Rupert, and
conducting right-of-way work in Haines. He anticipated

addi ti onal upgrades will follow

CAPTAI N FALVEY reported the progress to the Alaska Cass Ferry
[slide 9]. He related that the prelimnary design phase is
conplete as of 12/31/009. The ferries wll hold 500 passengers
and up to 60 vehicles, equipped with a standard engine and
reduced crew quarters, which were added to avoid the 12-hour day
schedule restriction required by U S. Coast Guard regulations.
It is possible the AVHS nay be able to conplete one run to
Prince Rupert, overnight there and return the next day. The
vessels wll be able to use many of the existing ferry
termnals. He offered his belief that this class of vessels was
a product of the strong steering commttee and public input.
The final design should be conpleted by |ate summer.

1: 56: 24 PM

CAPTAI N FALVEY discussed an innovative procurenment nethod to
devel op a request for proposal (RFP) to bring in a shipyard now
during the design phase to accommpdate the specifics of the
shi pyar d. This will help reduce risk and he characterized the
process as "a good way to go."

CAPTAI N FALVEY discussed the AWVHS Southwest traffic [slide 10].
He stated that the Southwest route "did not bunp as badly with
ridership® and even had increases in Southwest Al aska. The
route ridership was up 4 percent in passenger traffic and up 11
percent for vehicle traffic. Prior to this year, the AVHS had
increasing ridership over three years, but due to the econony
was reduced to 1981 levels this year. He related that targeted
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mar keti ng, accomobdating locals with nore conveni ent schedul es,
and round trip discounts in wnter nonths has increased the
ridership.

2: 00: 04 PM

CAPTAI N FALVEY enphasized the AVHS s focus for 2011 [slide 11].
He related that the AWVHS has been installing new evacuation
systens, including a slide system and providing training. The
AWHS' s nmarketing staff pronotes the AVHS to enhance the
awar eness of the ferry as a unique Al askan travel experience for
residents and visitors [slide 12]. Staff attends nmjor trave
shows and also rebuilt the AMHS' s website last year. He related
t hat 460, 000 peopl e have since visited the website.

2:01: 50 PM

SENATOR KOOKESH would like to know how passenger fares are
det er m ned. For exanple, to stop in Chenega Bay costs
significantly nore, 75 percent nore, than travel between
Whittier and Cordova.

MR. BEEDLE reported that a rate study has been posted to the
AVHS website. He related that the study is conprehensive and he
hopes to inplenent the recommendations in the study. The rate
study indicates which fares are too high and which ones are too
| ow.

2:03:46 PM

SENATOR MEYER related that as a resident from Southcentral
Al aska he does not know as nmuch about the AVHS as he would |ike
to know. He said he traveled to Ketchikan to see the ferry
being built that wll serve Anchorage and the Mat-Su Valley. He
asked if the shipyard has the ability to build the Al aska C ass
Ferries and whether the state is utilizing its assets.

MR. BEEDLE responded that the Alaska Ship and Drydock (ASD)
facility believes that its bid can be conpetitive and the
shipyard is aware of the RFP

SENATOR MEYER asked about the 5 percent preference for in state
bi dder s.

MR. BEEDLE answered that there is an in state preference, but in
this case the project is set up as half federal and half state
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funding, so the federal rules will apply. He related that the
in state preference does not apply to this project.

2:06: 04 PM

SENATOR MENARD commented that in May 2010 the World Expo w il be
held in Shanghai, China, and Alaska wuld I|like to have a
presence beginning in My 2010 and spanning a three-nonth
peri od. She related that the US. is building a $61 mllion
pavilion and this year, exported $733 nmillion. She hoped that
DOT&PF woul d participate and 192 countries will be represented.

MR. BEEDLE offered to pass the information on to the AMS
mar ket i ng person.

CAPTAIN FALVEY related that the marketing staff has a very
aggressive travel schedule, especially this tinme of year.

SENATOR MENARD remarked that billions of people will attend this
expo.

2:08: 31 PM

CHAIR P. WLSON asked for a report on the coordination between
MIAB and DOT&PF

MR. BEEDLE responded that the two groups work well together, and
the input from MIAB is inportant to the AMHS. He remarked that
state agencies sonetinmes need to change and the MIAB knows "how
to push.”

CHAIR P. WLSON commented that she is excited about the efforts.
2:09: 18 PM

REPRESENTATI VE JOHANSEN assured nenbers that he is working hard
to find a way to construct the new AMHS vessel at the shipyard
in Alaska, not only because it is in Ketchikan, but since it is
a state-owned asset operated by a | ocal conpany.

MR. BEEDLE related that he has asked the sanme question and has
found that as long as federal noney is involved federal rules
apply. He stated that in the event the project is 100 percent
state funded, that the legislature can direct the DOI&F to
build the project. Currently this project is in the design
process, but noted the construction process is separate so the
rul es coul d change.
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CAPTAIN FALVEY offered that the ASD in Ketchikan is excited
about the process. He reported that Washington State uses all
state funds to build their ferries.

2:12: 13 PM

CHAIR P. WLSON adjourned the joint House and Senate
Transportation Standing Commttee neeting at 2:12 p.m She
related that the House Transportation Standing Commttee wll
neet after a short break.

2:18: 09 PM

CHAIR WLSON called the House Transportation Standing Conmmittee
to order at 2:18 p.m Present at the call to order were
Representative G uenberg, Pet er sen, WIlson and Johansen.

Representative Munoz arrived as the nmeeting was in progress.

HB 329- DEDI CATED TRANSPORT FUND/ PUB TRANSPORT

CHAIR P. WLSON announced that the final order of business would
be HOUSE BILL NO 329, "An Act relating to the transportation
infrastructure fund, to local public transportation, to notor
fuel taxes, and to the notor vehicle registration fee; and
providing for an effective date."

2:18: 20 PM

CHAIR P. WLSON explained that a new commttee substitute has
been prepared.

REPRESENTATI VE JOHANSEN nade a notion to adopt a proposed
commttee substitute, |abeled 26-LS1207\ N, Kane, 2/18/10, as the
wor ki ng docunent .

2:19: 32 PM

REPRESENTATI VE GRUENBERG obj ected for the purpose of discussion.
2:19: 38 PM

REBECCA ROONEY, Staff, Representative P. WIson, Alaska State
Legi sl ature, on behalf of Representative P. WIson, stated that

expl ai ned changes contained in Version N She expl ai ned that
the first change renoved legislative intent. Another bill wll
be vehicle for appropriation of the proposed $1 billion
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endownent to the proposed Al aska Transportation Infrastructure
Fund (ATIF), she stated.

2:20: 24 PM

M5. ROONEY referred to page 2, line 5 of Version N She
reported that the commttee previously discussed renoving the
Watercraft Fuel Tax Account (WTA) from the bill since it my

appear that the Fisheries Business Tax Account (FBTA) was the
only revenue source for the Minicipal Harbor Facility G ant Fund
(MHFGF). Thus, the WFTA was replaced with the ATIF. On page 2,
lines 19-22, the conmittee previously discussed the beginning as
July 1, 2011 instead of April 1, 2011, to coincide with the
start of fiscal year. She referred to page 3, to the allocation
of funds between nodes, noting the conmittee previously
di scussed the desire for nore flexibility Dbetween the
transportati on nodes. She referred to page 3, line 13, which
was changed to read..."not to exceed" to allow the legislature
the ability to increase and decrease appropriations between the
transportation node, which would allow additional funding for a
runway erosion issue or other issue that may require additiona
funding to be addressed.

2:22:36 PM

M5. ROONEY referred to page 4, line 10, to the conposition of
the Transportation Infrastructure Fund Advisory Council (ATIFAC
which was increased to 10 nenbers. Sonme conmttee nenbers
suggested that the legislature's Transportation Conmttee Chairs
m ght have too large a role. Thus, paragraphs 4 and 5 added two
additional legislators to be appointed by the | eadership instead
of the Chairs of the House and Senate Transportation Standing

Commttees. The bill adds two legislators from urban and rura
districts to ensure the representation of expertise in different
nodes. The DOT&PF commissioner's position was deleted, but

hi s/her three deputy conm ssioners were added since they are
responsi bl e for surface transportation, aviation, and the AVMHS.

2:24: 10 PM

M5. ROONEY referred to page 4, lines 24-31, which is the bil
drafter's first attenpt to capture legislators from urban and
rural districts.

CHAIR P. WLSON expressed her intention to hold HB 329 over
t oday.
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2:26:21 PM

M5. ROONEY referred to page 5, line 7 of Version N The date
was changed to COctober 15 to allow the report fromthe ATIFAC to
mesh with the DOT&PF s budget tinefrane. Additionally, the
ATIFAC s report wll be submtted to governor as well as the
| egislature to help alleviate the issue of the separation of
powers. This disparity conmes into play since having |legislators
on the council basically gives the legislature both the power to
affect the suggested list of projects as well as choose the
actual projects that receive funding.

2:27:04 PM

M5. ROONEY referred to page 9, lines 22 and 29, and indicated
the dates were changed to reflect the beginning of the fisca
year .

CHAIR P. WLSON referred to page 9, line 25 of proposed Section
15 of Version N, which read, "If, under sec. 13 of this Act, AS
44.42.020(a)(17), enacted by sec. 9 of this Act, takes effect
i mredi ately under AS 01.10.070(c)." This nmeans that this bil
woul d take effect only if the results if the joint resolution
[HHR 42] passes and the voters pass the constitutiona
amendnent, she st ated.

2:28:22 PM

REPRESENTATI VE GRUENBERG related a series of concerns and
suggesti ons. He referred to page 4, of Version N, to the
conposition of the ATIFAC which would consist of four
| egi sl ators. He expressed concern that nenbers would be

maj ority nmenbers and no provision was nmade for mnority menbers.
He related that two legislators should represent comunities
with small populations and two legislative nmenbers were not
descri bed. He asked for consideration for urban areas and the
popul ation that uses the public transit systems. He referred to
page 5, line 3, which refers to AS 39. 20. 180. He asked whet her
that was the correct statute or if the travel and per diem
shoul d correspond to a statute in Title 24. He also referred to
page 5, line page 7, to «capital projects and suggested
flexibility to cover items such as higher fuel costs or
operating expenses instead of restricting the recommendations to
capital projects.

2:32: 06 PM
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REPRESENTATI VE GRUENBERG suggested that the sponsor specifically
consider an alternate plan for a statute 1in <case the
constitutional anmendnent for the dedicated transportation fund

does not pass. If that happened, the committee would need to
start a new process to develop an alternate plan which would
take tine. If an alternate plan were incorporated into the
bill, it would ensure that transportation issues could be
funded.

2:33: 28 PM

REPRESENTATI VE JOHANSEN referred to page 2, lines 1-9, of
Version N He was unsure whether the Fisheries Business Tax

shoul d be i ncl uded.

CHAIR P. WLSON answered the Fisheries Business Tax is an
exi sting tax. She explained that she wanted the flexibility to
use the tax for the proposed ATIF.

REPRESENTATI VE JOHANSEN referred again to proposed Section 2 and
to the appropriations to the Mnicipal Harbor Facility G ant
Fund. This proposed section allows the legislature to
appropriate to the proposed ATIF, deletes the reference to the
Watercraft Fuel Tax Account, and "out of the blue" states, "and
from Fisheries Business Tax collected under AS 43.75.015 after
paynents to nunicipalities are made..." He suggested that any
of a hundred funds from the general fund could be deposited to
the Municipal Harbor Facility Gant Fund. He asked why the
Fi sheries Business Tax is singled out since the |egislature may
make other appropriations to the fund. He also remarked that
this tax is collected under AS 43.75.150, but paynents are nade
to municipalities under AS 43.75.130.

CHAIR P. WLSON explained that the state is in the process of
fixing harbors and allowing local nunicipalities to take over
ownership. She commented that nunicipalities will not take over
harbors until the repairs are made. She recalled that about 29
harbors have not yet been transferred or fixed and this
mechani sm may provide a nethod to repair the state's harbors.

REPRESENTATI VE JOHANSEN agr eed but nmi ntai ned his concern.

CHAIR P. WLSON offered to flag areas of concern that nenbers
have on the bill.

2:37:10 PM
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REPRESENTATI VE JOHANSEN referred to page 3, lines 6-8 of Version
N, and read, "An appropriation fromthe fund nmay not be made to

a project for which federal noney has been allocated..." He
referred to page 3, Iline 13, which read, "...shall be
distributed..." He asked for clarification since one is "my"

and the other is "shall."

CHAIR P. WLSON explained that she sought flexibility. State
funded projects can nove nore quickly through the process, yet
there mght be tinmes the legislature my wsh to use federal
funds. She expressed her intent to limt the anmount of the fund
that could be used for capital projects.

2:38: 47 PM
BRI AN KANE, Attorney, Legislative Legal Counsel, Legislative

Legal and Research Services, Legislative Affairs Agency,
expl ained that "may not" and "shall not" basically nmean the sane

t hi ng. He referred to page 3, line 6, and explained that the
state is limted to making an appropriation for matching funds
for a federally funding project. Additionally, federal matching

funds cannot exceed 10 percent of the appropriations for any
gi ven year.

2:40: 29 PM

CHAIR P. WLSON stated she did not know if federal projects
al ways require matching funds. She asked whether it would be
clearer if it read that an appropriation from the fund "cannot
or shall not" be made instead of "may not."

REPRESENTATI VE GRUENBERG agreed that "cannot" is a clearer term
He suggested the sponsor consider discussing this further wth
the bill drafter. He stated that "may not" is likely the nornmal
termin the drafting manual but in this instance is confusing.

2:41:39 PM

REPRESENTATI VE JOHANSEN referred to page 3, lines 12-13, which
read, "Appropriations made from the fund for capital projects
for transportation and related facilities shall be distributed
based on amobunts not to exceed the follow ng percentages..." He
asked whet her the dedicated fund, which sets specific paraneters
for allocation of funds between transportation nodes, would
chal I enge the deci sion-nmaki ng process of the | egislature.
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MR. KANE responded that he did not believe the program would
chal | enge t he appropriation process. He stat ed t he
determnation was the resolution would place into the
constitution a provision for a dedicated fund for transportation
and related facilities. The proposed |anguage in HB 329 sets
the allocation to ensure noney is spread out for transportation
needs such as roads, ferries, and transit. However, in any
given year the entirety of the fund would not be appropriated
for only one project. The legislature could still appropriate
80 percent of the available funding for road and surface
transportation funding and not appropriate any funds to other
types of transportation projects.

2:43: 40 PM

REPRESENTATI VE JOHANSEN referred to page 3, lines 12-15 of
Version N and asked what would happen if the legislature chose
to appropriate 85 percent instead of 80 percent for roads and
surface transportation.

MR. KANE answered that based on the |anguage that the statute
would not allow the legislature to spend beyond these
percentages from the proposed Transportation Infrastructure Fund
(ATIF), but the legislature could appropriate additional funds
from anot her fund such as the general fund (GF).

2:44:19 PM

REPRESENTATI VE = GRUENBERG pointed out t hat this i's an
aut horization bill and the |egislature cannot appropriate beyond
the manner authorized. He referred to page 3, line 25, of

Version N. He expressed disconfort with the current percentages
of allocation from the dedicated transportati on fund. However
he suggested that the 20 percent referred to in this paragraph

is intended for "public" transportation. He further suggested
that it should read, "...projects related to local comunity
public transportation and transit..." to be certain the intent

is crystal clear. He referred to page 3, line 7, and offered
that it may be appropriate to refer to capital projects in this
i nst ance.

2:45:49 PM
REPRESENTATI VE MUNOZ referred to page 3, lines 17-18, of Version

N and asked whether municipal airports are eligible for up to 25
percent for aviation projects.
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M5. ROONEY responded that she believed that all airports could
apply for the funds.

2:46:20 PM

CHAIR P. WLSON recalled that the Juneau International Airport
is owmed by the City and Borough of Juneau and that Juneau
receives a portion of the aviation fuel tax.

REPRESENTATIVE MJUNOZ agreed that the Juneau Internationa
Airport receives 60 percent of the aviation fuel tax. She
referred to page 3, to paragraph 5, which allows for the
i nclusion of other community transportation projects, and asked
why nuni ci pal airports would be excluded under paragraph 2.

CHAIR P. WLSON offered her belief that public transportation
could include airports.

2:47:51 PM

REPRESENTATI VE MUNOZ asked whether the 25 percent allocation for
avi ation could include nunicipal airports.

MR. KANE answered he was not aware of another provision in
statute that would prohibit mnunicipal airports from receiving
any type of appropriations so he assuned airports would be
eligible for appropriations under this paragraph as well as
under the public transportation provision.

2:48: 50 PM

REPRESENTATI VE MUNQZ referred to page 3, paragraph 4, and asked
whet her the 20 percent allocation for harbor projects would be
deposited into Miunicipal Harbor Facility Fund.

MR KANE related that these are ceiling percentages for
allocation from the proposed fund, but no specific percent is
required to be deposited into the Minicipal Harbor Facility
Grant Fund. There is also another option for projects rel ated
to harbor facilities and state-owned marine facilities as well
as the Muinicipal Harbor Facility Gant Fund. As nmuch as 20
percent can be deposited directly into the grant fund, but the
al I ocati on cannot exceed the 20 percent, he stat ed.

2:49: 46 PM

JT. H'S TRA COMW TTEES - 24- February 18, 2010



REPRESENTATI VE MUNCZ referred to the conposition and make-up of
the ATIFAC. She asked how the creation of another DOT&PF review
team woul d inpact the departnent and whether this council would
create a duplication of effort. She also expressed concern
about inclusion of legislators on that team since this is a
statew de project fund. She suggested that legislators would
naturally focus on own areas. She asked the conmittee to
consider an anendnment to the conposition of the ATIFAC She
i ndi cated she would also |i ke the DOT&PF to comment .

CHAIR P. WLSON clarified that this would not represent a
duplication of efforts since the Statewide Transportation
| mprovenent Program (STIP) relates to federally funded projects.

REPRESENTATI VE MUNOZ mai ntai ned she would like to hear from the
DOT&PF on this matter of creating another panel.

CHAIR P. WLSON remarked that some constituents do not believe
the public's concerns are addressed in the current process.
This option wuld have soneone directly representing the
constituency in the process.

2:52:21 PM

FRANK RI CHARDS, Deputy Conmm ssioner, Ofice of the Conm ssioner,
Departnment of Transportation & Public Facilities (DOT/PF),
stated that the DOT&PF provided a packet for nenbers to identify
the project evaluation boards that the DOT&F currently has in
pl ace for surface transportation highway, aviation, and harbors
proj ects. The process for each of the boards is simlar,
al though the criterion differs slightly. He related that the
DOT&PF woul d wel come another board to address state projects

The inclusion of public nenbers or legislators would also be
wel cone for their viewpoint and perspective. The DOT&PF
wel conmes this participation to ensure that the process is an
open and transparent process.

2:53:42 PM

REPRESENTATI VE PETERSEN recalled prior conmittee discussion. He
further recalled that the commttee thought having the Chair of
the House and Senate Transportation Commttees m ght have too
much influence in the process. He was not certain if that issue
has been addressed.

CHAIR P. WLSON recalled that the Chairs of the Transportation
Standing Commttees initially would appoint legislators to serve
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on the advisory conmttee, but a provision has been expanded in
Version N to allow the |leadership of each body to appoint
| egi sl ati ve nenbers.

REPRESENTATI VE PETERSEN said he thought the DOT&PF process

wor ked wel |, but he expressed <concern that having the
| egi sl ative nmenbers on the advisory conmittee might be creating
another "commttee of commttees."” He said he also thought

anot her | ayer of bureaucracy m ght slow down the process.
2:55: 37 PM

REPRESENTATI VE JOHANSEN referred to page 4, line 18, of Version
N, and asked whether the comm ssioner's designee is another
DOT&PF enployee or if the conmm ssioner can appoint anyone to
serve.

MR. RICHARDS responded that the commissioner's designee has
al ways has been a DOT&PF person.

MR. KANE offered his belief that in each instance a DOT&PF

desi gnee has been filling in for the conm ssioner the designee
has been a DOT&PF enpl oyee. He offered to research this
further.

2:57:43 PM

REPRESENTATI VE JOHANSEN renmarked that an appointed |egislator
could be a mnority nmenber of the | egislature.

CHAIR P. WLSON conmmented that it could be transportation chair

REPRESENTATI VE GRUENBERG stated that it would be unlikely
| egislature |eadership would appoint a mnority |legislative
menber to serve

MR KANE, in response to Chair P. WIson, stated that the
appoi ntment process to decide which legislators will serve on
boards and comm ssions has usually been left to the discretion
of the leadership of the |egislature. He offered to check into
this further.

3:00: 11 PM
REPRESENTATI VE GRUENBERG referred to page 3, to paragraphs 1

through 5, and asked whether surface transportation includes
public transportation. He thought that surface transportation
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would relate to rolling stock, which would be public and rea

property in the sense of roads. He also thought it mght allow
for projects such as a bus barn. He wanted to be certain that
the language in paragraph 1 indicates that the dedicated
transportation fund could be used for bus barn or a roundhouse
for the railroad. He asked for clarification and to flag the
i ssue for the sponsor to contenpl ate.

CHAIR P. WLSON remarked that all of the state projects are for
t he public.

MR. KANE suggested that the legislature could define that the
allocation for distribution from the proposed ATIF could be
defined as specific or in broad terns.

3:03:16 PM

M5. ROONEY related that the discussions for the allocations were
limted to roads and the neans of conveying vehicles. The
reason for the inclusion of paragraphs specified for |ocal
community public transportation and transit is because these
itens were specifically separate from roads and surface
transportation category.

REPRESENTATI VE GRUENBERG conmented that he could envision at
some point the need for a bus barn.

CHAIR P. WLSON offered her belief that a bus barn project would
be covered under the allocation in paragraph 5, which allows
funds to be used for projects related to local community public

transportation and transit. I n further response to
Representati ve G uenberg, she explained that the Al aska Railroad
Corporation is specifically not listed since it is a separate
entity. This fund is not for Al aska Railroad Corporation

proj ects, she stated.

REPRESENTATI VE GRUENBERG strongly suggested that this "be put in
bl ack and white" as it is not clear in the specific |anguage.

REPRESENTATI VE JOHANSEN suggested that the sponsor should also
consider how the Anchorage Metropolitan Area Transportation
Sol uti ons (AVATS) and t he Fai r banks Met ropol i tan Ar ea
Transportation Sol utions (FMATS) process fits together.

REPRESENTATI VE  GRUENBERG agr eed. He remarked that as
Sout hcentral grows a rail comuter system nay be needed and he
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woul d |i ke the dedicated transportation fund to be used for that
pur pose.

[ HB 329 was hel d over.]

3:11: 39 PM

ADJ OURNVENT

There being no further business before the conmttee, the House
Transportation Standing Comrmttee neeting was adjourned at 3:11
p. m
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