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Ket chi kan, AK
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ACTI ON NARRATI VE

1: 04: 45 PM

CHAI R ALBERT KOOKESH called the Senate Transportation Standing
Commttee neeting to order at 1:04 p.m Present at the call to
order were Senators Huggi ns, Menard, Egan, Thomas, and Kookesh.

SB  37- TRANSPORTATI ON | NFRASTRUCTURE FUND

1: 05: 02 PM
CHAI R KOOKESH announced the consideration of SB 37 relating to a
transportation infrastructure fund.

1: 05: 15 PM
SENATOR JOE THOVAS, sponsor of SB 37 said this |egislation seeks
to strengthen the Al aska transportation system He spoke to the
fol | ow ng sponsor statenent:
Senat e Bill 37 pr oposes to establish t he
transportation infrastructure fund within the genera
fund. This fund would help to levelize the funding
streans for Alaska's transportation infrastructure and
begin to get our state off of its boom and bust
spendi ng cycl es. SB 37 al | ows our state,
muni ci palities, local contractors and construction
workers to nore adequately plan for their future,
strengt hening Al aska’s econony in the process.

Six percent of the earnings from this fund would be
avail able for appropriation by the |egislature each
year for capital projects and maj or mai ntenance. These
projects would undergo a prioritization process based
on the scoring of a fund council who then recomrend
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projects to the legislature for funding, simlar to
the current State Transportation |Inprovenent Plan

process. In addition to the capitalization noney
revenue from the notor fuels tax and vehicle
registration fees will also be appropriated to the

fund. This funding stream would begin to chip away at
the nmany backl ogged projects that would open up new
devel opnent and growt h opportunities for our
communities and state.

As one of the few states in the nation with no state
funded transportation program SB 37 would begin to
prepare Alaska for decreased federal funding, a
potentially detrinental reauthorization of the federal

transportation bill and show Congress that Al askans
are willing to pay our own way. Wile SB 37 does not
create a dedicated fund, it would allow our state

greater flexibility in mintaining and expandi ng our
mari ne hi ghways, airports and road system

A state transportation fund is supported by nunerous
groups including the Al aska State Chanber of Commerce,
the Associated General Contract or s, the Al aska
Trucki ng Associ ation and the Al aska Muni ci pal League.

1:07: 09 PM

GRIER HOPKINS, staff to Senator Thomas, said the purpose of SB
37 is to build new transportation infrastructure statew de and
address the nearly $1 billion backlog in deferred naintenance
and requested projects. He provided the followi ng sectional
anal ysi s:

Section 1 Jlays out the legislative intent, which is to

appropriate $1 billion into the transportation infrastructure
fund once it is established. This fund will reside within the
general fund. The earnings fromthis fund will provide a stream

of revenue for transportation projects statewide. He clarified
that SB 37 does not create a dedicated fund.

1:08: 04 PM
Section 2 states that the vehicle registration fees that are
collected will be deposited into this new fund.

Section 3 describes how the fund will operate and the funding
mechani snms, which are the notor fuel tax, vehicle registration
fees, the original $1 billion appropriation, and any future

appropriations. The conm ssioner of the Departnment of Revenue
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(DOR) will invest the fund to return a m ninum of six percent on
a five-year average and report the return at the end of each
fiscal year. These transportation projects are |oosely defined
and can include trails, boat |aunches, recreational facilities,
airports, roads, and marine ports. Up to ten percent of the
earnings could go toward federal nmatches. The advisory counci
that's established consists of eight nenbers as follows: the
chairs of the House and Senate transportation commttees; the
conm ssi oner of Depar t ment of Transportation and Public
Facilities or his/her designee; a public nenber from each of the
four judicial districts each of whom are appointed by the
governor for a staggered four-year term and one public menber
appoi nted by the governor.

Section 4 deals wth reinbursenents to rmunicipally-owned
airports. Currently 60 percent of the proceeds fromthe taxes on
avi ation can be refunded to the nunicipality.

Section 5 lays out the marine tax carve-out; these funds would
go into a special watercraft fuel tax account within the general
f und.

Section 6 lays out the partial exenption of the fuel tax when
it's used to operate an internal conbustion engine that is not
operated on public ways.

Section 7 lays out the fuel reinbursenents that will be paid out
of the fund.

Section 8 tells DOTPF to develop criterion that is simlar to
the Statewi de Transportation |nprovenent Program (STIP) process
for | ong-range planning.

Section 9 deals with the public disclosure that the |ieutenant
governor will devel op and supervi se.

Section 10 repeals [AS 43.40.010(g) and 43.40.010(j).]

Sections 11-14 lay the groundwork for transitioning toward
havi ng t he fund.

1:12: 34 PM

MR. HOPKINS cited the extensive list of conpanies, associations,
and individuals statewi de that have voiced support for
transportation funds.

SENATOR MENARD asked if other states have passed simlar
| egislation and if the funds had proved successful.
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MR. HOPKINS said the bill packets contain a research report from
the National Council of State Legislatures (NCSL) describing how
each state funds its transportation system It points out that
Alaska is the only state that doesn't have an exclusive
dedi cation of fuel tax revenue for highway purposes. The Al aska
Constitution doesn't allow funds to be dedicated. Wile all
states are falling behind on transportation upkeep, Al aska is
potentially in a worse position now that SAFTEA-LU [ Safe,
Account able, Flexible, Efficient Transportation Equity Act: A
Legacy for Users] is due for reauthorization. Currently there's
nore support for urban centers as opposed to nore rural areas.
This portends trouble for Alaska since it receives about 80
per cent of its transportation funding from the federal
gover nnent .

1:16: 10 PM

SENATOR MENARD asked the sponsor if the Knik Arm Crossing tol
bridge was part of the conversation for developing this fund
She noted that WIber Smth Associates estimated that by 2019
the toll bridge would generate about $40 million in Title 23
noney.

SENATOR THOVAS replied he didn't recall having a conversation
that consi dered what might conme fromtolls.

SENATOR MENARD said she brought it up because she and Senator
Huggi ns are very involved in that project.

1:17: 02 PM

CHAIR KOOKESH agreed that it mght be a good idea to |ook at
that because the toll bridge noney either goes into the genera
fund or sonme fund for transportation. He then cautioned the
sponsor agai nst opting for an advisory board because those don't
have teeth. The marine transportation advisory board (MAB), for
exanple, doesn't have the authority to make decisions at the
board level to tell the Departnent of Transportation and Public
Facilities what direction it wants to go in terns of the narine
hi ghway system

SENATOR THOVAS acknow edged the suggesti on.

JOHN MACKI NNON, Executive Di rector, Associ at ed Genera
Contractors (AGC) of Alaska, stated that a state-funded
transportation programis critical to address the transportation
needs of Alaska and this bill contains nost of the essential
el enent s. First, it provides substantial, predictable and
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regul ar state funding. The idea is to use notor fuel taxes and

vehicle registration fees. This will be nore palatable to the
public because there's a connection to what they're used for.
Anot her essential elenment that's described in the bill is

programmati c devel opnent so the noney can be allocated as it's
needed. This is very efficient. The final elenment that the bil
describes is prioritization of projects based on need and facts,
not politics. This wll help avoid the kind of planning
processes that are not the nost efficient use of the public's
noney.

1:23:30 PM
SENATOR MENARD asked if he would give exanples of projects that
weren't an efficient use of the public's noney.

VR. MACKINNON said the 1998-2004 T-21 federal hi ghway
authorization required spending a mninmm of $40 nmillion over
six years on transportation enhancenents |ike bike paths and
trails. During that tine the state spent $160 million on those
things. Wile all the projects were good, that additional $120
mllion could have been put to better use for the state if it
had gone toward things |ike safety inprovenents, congestion
relief, or new roads.

1:25: 09 PM

JERRY BURNETT, Deputy Conmi ssioner of Treasury, Departnent of
Revenue (DOR), stated that DOR will handl e the noney in whatever
manner the Legislature chooses, but the proposed six percent
real rate of return on the investnents is a concern. Assum ng
three percent inflation, DOR would need to invest for a nine
percent return. To achieve that in the current capital market it
woul d probably be necessary to rely on highly volatile exotic
investnments. Trying to achieve a five percent payout nethodol ogy
woul d allow DOR to invest with far less risk to the state.

SENATOR THOVAS said he appreciates the comments and he would
| ook into it.

BARBARA HUFF- TUCKNESS, Director, Governnental and Legislative
Affairs, Teansters Local 959, stated that |ocal 959 represents
about 8,000 working and retired teansters in every industry but
fishing and they support SB 37 and its concept. The state would
be very remiss if didn't proactively plan the future funding for
its transportation needs, she said. The reauthorization of
SAFTEA- LU has everyone rightfully concerned about the potenti al
| oss of federal funds. SB 37 is a proactive approach to address
this issue at the state | evel
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1:28: 57 PM

JOHN DUFFY, representing hinself, said he's been involved in
transportation planning and project developnment and financing
for many years, primarily when he was working for the WMat-Su

Borough. The primary benefit of this long overdue bill is that
it wll create a stable capital fund and replace the over
reliance on federal dollars. It will also provide stability to
long-term capital inprovenent planning. Placing all existing

transportation-related fees and taxes into this fund is an
excellent idea, he said. The proposal provides a good nexus
between facility costs and revenue sources and is in tune wth
the results of many national surveys. These have found strong
support for transportation fees and taxes that are dedicated to
transportation purposes. As proposed, the regionally diverse
advisory council wll provide recommendations of proposed
capital transportation projects using objective criteria as a
nmeans of ranking. These investnments should be nade objectively
and wth as nmuch transparency as possible. SB 37 acconplishes
t hese goal s.

In 2008 the Mat-Su Borough, the Alaska Mnicipal League, and
DOTPF conpleted a study of the transportation funding needs of
the state and reconmended creating an Al aska transportation fund
simlar to the one described in SB 37. He agrees that the funds
shoul d be used for capital investnments only but he believes that
the anmpbunt available on an annual basis is on the |ow side
particularly when considering the large cost of transportation
i nprovenents.

WALT WREDE, City Manager, Cty of Homer, said the city strongly
supports passage of SB 37 for the reasons that the sponsor
highlighted in his opening statenment. He thanked Senator Thomas
for bringing the bill forward. It wll provide trenendous
benefit to the City of Honmer and other communities in Al aska.

1:33: 50 PM

RACHAEL PETRO, President and CEO  Alaska State Chanber of
Comrerce, said the Chanber represents hundreds of diverse
busi nesses and thousands of working Alaskans. Transportation
infrastructure has |long been an inportant issue to nenbers and
the Chanber has nade the creation of an Alaska transportation
infrastructure fund one its top three legislative priorities
this year. Investing in transportation infrastructure 1is
critical for the long term growh of Al aska' s econony. The
current infrastructure is dilapidated and |acks a consistent
funding nechanism to address the billions of dollars of
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mul ti nodal needs. New transportation infrastructure devel opnment
wil | provide access to resources, reduce barriers for
communities to participate in the econony, and it wll allow
safe and nore efficient transportation for all Al askans. State
hi ghway and airport infrastructure is largely funded by federa

dollars and those are under threat of significant reduction.

Additionally, there are no consistent federal progranms for
harbors and ports, both of which are critical in Al aska.

1:36:15 PM

WH TNEY  BREWSTER, Director, Division of Mot or  Vehi cl es,
Departnment of Admnistration, said the DW doesn't have a
position on the bill, but she would point out that the DW uses
program receipts to operate and deposits any excess into the
general fund. SB 37 would require nost of the fees collected by
the DW to be deposited into the transportation infrastructure
fund and it provides no funding nmechanism for the DW. If the
bill is inplemented as currently witten, the DW would need
about $229,000 in general funds on an annual basis for operating
and future capital requests.

DAVE TALERI CO, Mayor, Denali Borough, said SB 37 wll be a
tremendous help to Alaska's econony in the future since nuch of
the econony is based on the transportation infrastructure.
Future inprovenents to airports, ports, harbors, and the highway
system will allow nunicipalities to enhance energency response,
which is particularly inportant to Al aska residents.

1:39: 11 PM

JACK SHAY, Board Menber, Al aska Minicipal League (AM.), said the
AML represents about 98 percent of the population of the state.
Transportation is vital to this state and the AM. has |ong
supported creating a transportation infrastructure fund. He
t hanked the sponsor; the legislation is on the right track.

TOM CGEORGE, Al aska Regional Representative, Aircraft Omers and
Pilots Association (AOPA), said AOPA has about 4,800 nenbers in
Al aska who wuse aircraft for everything from recreation to
busi ness transportation. AOPA supports the concept of a state
funded transportation program as described by SB 37. Capital
prograns for the aviation system in Alaska are typically 95
percent federal dollars wth the state paying only five percent.
The FAA reauthorization program - including airport funding, is
currently being debated in Washington D.C. and there are efforts
to reduce the overall funding in that program so state support
is clearly needed. Because federal funding can have strings
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attached, it can be Iless expensive for DOIPF to provide a
facility than to follow all the federal process and standards.

MR. GEORGE cautioned the comrittee to not only create a state-
funded program but also to |ook carefully at the details on how
the program is defined because it needs to conplenent rather
than just supplenent the federal funding sources. Furthernore,
this should not take pressure off the state to adequately fund
the maintenance and operation of existing transportation
facilities.

1:43:14 PM

W LLARD DUNHAM Mayor, City of Seward, said he is speaking in
strong support of SB 37. The state has long been am ss in not
having a transportation fund and it wll suffer badly if it
doesn't step up and show that it isn't always dependent on
ot hers. Federal SAFTEA-LU dollars may end and the state needs to
have some backup plan before that happens. This bill is a way to
do that.

CHAI R KOOKESH cl osed public testinony and asked the will of the
conmittee.

1:46:11 PM

SENATOR THOVAS noved to report SB 37 from committee wth
i ndi vidual recomrendations and attached fiscal note(s). There
being no objection, SB 37 noved from the Senate Transportation
Standi ng Comm ttee.

1: 46: 31 PM

There being no further business to conme before the commttee,
Chai r Kookesh adjourned the neeting at 1:46 p.m
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