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ALASKA MARINE H GHWAY SYSTEM (AMHS) STATUS UPDATE BY MKE
NEUSSL, DEPUTY COWMM SSI ONER ( DOT&PF)

- HEARD

ALASKA MOBI LI TY COALI TI ON, DAVI D LEVY, EXECUTI VE DI RECTOR
- SCHEDULED BUT NOT' HEARD

PREVI QUS COWMM TTEE ACTI ON

No previous action to record

W TNESS REG STER

MARC A. LU KEN, Comnm ssioner

Department of Transportation & Public Facilities (DOT&PF)
Juneau, Al aska

POSI TI ON STATEMENT: Presented an overview on the Departnent of
Transportation & Public Facilities (DOT&PF).

PATRI CK KEMP

Deputy Conmi ssioner for Hi ghways & Public Facilities

O fice of the Conm ssioner

Departnent of Transportation & Public Facilities (DOT/PF)

Juneau, Al aska

POSI TI ON STATEMENT: Presented a PowerPoint wupdate on surface
transportation.

M CHAEL NEUSSL, Captain

Deputy Conm ssioner for Marine Operations

Mari ne Hi ghway System ( AVHS)

Departnent of Transportation & Public Facilities (DOT&PF)
Juneau, Al aska

PCSI TI ON STATEMENT: Presented a Power Poi nt update on the AVHS.

ACTI ON NARRATI VE
1: 30: 03 PM

CHAI R ALBERT KOOKESH called the joint neeting of the Senate and
Senate Transportation Standing Commttees to order at 1:30 p. m
Senators Huggins, Thonmas, and Kookesh and Representatives
Petersen and P. WIson were present at the call to order
Representatives Pruitt, Guenberg, and Mmnoz arrived as the
nmeeti ng was in progress.
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UPDATE BY MARC LU KEN, COW SSI ONER, DEPARTMENT OF
TRANSPORTATI ON & PUBLI C FACI LI TI ES ( DOT&PF)

1: 30: 36 PM

SENATOR KOOKESH announced that the first only order of business
woul d be an Update by WMarc Lui ken, Comm ssioner, Departnent of
Transportation & Public Facilities (DOT&PF).

1: 31: 05 PM

MARC A. LU KEN, Conmnm ssioner, Departnent of Transportation &
Public Facilities (DOT&PF), thanked the Chair for conbining both
House and Senate Transportation Commttees so he could provide
an update on the Departnment of Transportation and Public
Facilities (DOT&PF). He commended the Governor for his vision
and the legislative |leadership for providing a healthy capital
funding for infrastructure growmh, which he said is ultimtely
the underpinning of our econony. He reported one of the
statistics the Anerican Association of H ghway Transportation
Oficers cites is that 84 percent of the econony is dependent
upon transportation infrastructure. He offered that Alaska is
not any different from other states wth respect to this
statistic. He offered his belief that it is one of the smartest
investnments for the state's future econom c health.

COWMWM SSI ONER LU KEN offered to present highlights and then to
allow the DOT&PF s deputy comm ssioners to provide details on
roads and the highway system He reported that $1 billion has
been awarded statewide to projects this year that are in sone
stage of planning or construction. He identified the anmount of
proj ects by region. The Central Region has $524 million in 62
projects in various phases; the Al aska Mrine H ghway System
(AVHS) has about $29 nmillion in projects along its route; the

Northern Region has alnost $361 nmillion on 70 projects in
vari ous phases; and Southeast Region has 48 projects valued at
$141 million in progress. He reported that these projects are
ei ther underway or will begin construction this spring.

COWM SSI ONER LU KEN characterized these jobs as real jobs and
not just high-paying construction jobs, but also includes
suppliers and support services. Additionally, a nmultiplier
spins  off from the spending and nost i mport ant from
infrastructure that is in place to facilitate comerce.

1: 33: 45 PM
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COW SSI ONER LU KEN referred to witten comments, and read.

Transportation is what allows us freedom of novenent -
that is how we get back and forth to work. It is how
products get to nmarket. It is how we access health
care and visit wth our famlies. Transportation
allows us to get out to a park or bike along a snooth
path; it provides transit and delivers our fuel.
Whet her we travel by air or sea or ground, we can't do
much wi t hout airports, docks and harbors, or roads.

COWMM SSI ONER LUl KEN turned to the nmap, pointed out that the bl ue
is indicative of the projects awarded in 2011. He said that the
red identifies projects the DOT&PF hopes to award in 2012. He
expl ai ned that these statewi de projects span the spectrum from
urban to rural and in each region. He stated that these
projects include airport inprovenents; resurfacing of highways,
retrofitting buildings for energy efficiency, shoring up docks,
addi ng safety features like pullouts and new |lighting al ong sone
of the safety corridors. The diverse DOT&PF projects consist of
trails, airport relocations, rehabilitation of ferries, and the
bui l di ng of chem cal storage buildings. He also said the DOT&PF
has sone of the finest engineers and planners in the state
working to create an Al aska everyone can use and appreciate. He
concluded that the departnment is working to build efficiently
and nake Al aska safer.

1: 35: 02 PM

COWM SSI ONER LU KEN detailed the work in safety corridors. He
said that Alaska's safety corridors have seen a narked

i nprovenent in saving |lives. He explained that the safety
corridors are largely centered near Anchorage due to its large
popul ation <center and the significant safety issues. He
provi ded statistics. He related that according to the | atest

figures, the percentage of passengers in Al aska who died because
they were not wearing their seatbelts dropped from 53 percent in
2008 to 32 percent in 2010. Al cohol -related fatalities
decreased from 44 percent in 2008 to 34 percent in 2010, and the
nunber of people killed in speeding crashes declined from 29 in
2009 to 23 in 2010. The increase in the nunmber of traffic
officers focused on catching drunk drivers nore than doubled
from eleven in 2008 to twenty-six in 2010. He credited the
increase in traffic officers with the decline in A aska's
al cohol -rel ated deaths, along with the willingness by drivers to
follow safe practices. Additionally, Al askans have been wlling
to wear their seatbelts and refrain from drinking and driving,

JT. H'S TRA COMW TTEES -4- February 7, 2012



which is what nakes it all work. He said, "W wouldn't have seen
results like this without the help of the conpliance of Al aska's
drivers."

1: 36: 46 PM

COWM SSI ONER LU KEN pointed out that the Al aska H ghway Safety
Ofice has spent alnmost $27 nmillion from 2008-2010 to enhance
hi ghway safety prograns to address the 4Es of safety: education,
enforcenment, engineering and enmergency services. He referred to
the wunsung heroes in the DOI&F as the neasurenments and
standards' staff. He explained this small staff is responsible
for any scale used to weigh anything in conmerce, ranging from
fuel punps to scales used to weigh vegetables or fish in

mar ket s. He explained that this division first traveled to
rural Alaska, to the communities of King Salnmon, Naknek and
Dil'lingham He outlined the division's goal is to protect

consuners, and in doing so, the DOI&F discovered that in one
i nstance consuners had been shorted about 11.7 gallons of gas
for every 100 gallons of gas delivered. He enphasized the
significance of this, noting this shortage resulted in an
average cost of $210 per every 300 gallons of gas delivered. He
contrasted this savings to another instance in which a conpany
had been delivering 104.7 gallons of fuel, but had been paid for
100 gal |l ons. He summarized that this program extends to rura
Al aska and is one which benefits all Al askans.

1: 39: 12 PM

COM SSIONER LU KEN turned to what he referred to as policy
synchroni zation in the departnent. He reported that the DOT&PF
has worked to create efficiencies and to achieve a statew de
approach, rather than having what felt like a four-departnent
approach. He explained that he and his team have worked towards
creating a cohesive single entity. He offered that the DOT&PF
has been working to becone nore efficient and effective with our
custoners devel oping a statewide inplenentation of policies. He
provi ded several exanples, including instituting an anti-idling

policy for one type of vehicle. He described the anti-idling
process, which places a regulator on the truck that Ilimts
idling to 10 mnutes with an automatic shut off. He estimated
the DOT&PF will save up to $1 mllion in fuel costs by
installing the anti-idling regulators on its trucks. He
predicted this wll allow the departnent to leave a smaller

carbon footprint and use those funds to update the vehicle
fleet.
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COWM SSI ONER LU KEN hi ghlighted the changes in the maintenance
and operations' policies. He provided an exanple of the
DOT&PF' s strategies to nove its assets around to help out during
wi nter storms, such as a nonth ago in Cordova and again during
the recent snow stormin Anchorage. Since snowstorns rarely hit
all areas of the state sinultaneously, the DOT&PF was able to
nove staff from Ketchi kan, the Kenai Peninsula, and the Interior
to help with the Cordova and Anchorage stornms. This allowed the
departnent to run equipnent 24/7 to keep roads open the entire
time.

COW SSIONER LU KEN said he wanted nenmbers to know that the
DOT&PF is transparent, accountable, and becom ng nore innovative
in order to provide superior service statew de. He introduced
two of his deputy comm ssioners, Pat Kenp, Deputy Comr ssioner
for H ghways and Facilities and M ke Neussl, Deputy Conm ssioner
for Marine Operations.

SURFACE TRANSPORTATI ON UPDATE BY PAT KEMP, DEPUTY COVWM SSI ONER
( DOTé&PF)

1: 42: 17 PM

SENATOR KOOKESH announced next order of business would be the
Surface Transportation Update by Pat Kenp, Deputy Comm ssioner
( DOT&PF) .

1: 43: 24 PM

REPRESENTATI VE CGRUENBERG recognized C ose-Up students in the
room

SENATOR KOOKESH wel conmed students to the joint hearing of the
House and Senate Transportation Conmttees. He said he
appreci ated havi ng them here.

1:44: 31 PM

PATRI CK  KEMP, Deputy Conm ssioner for Hghways & Public
Facilities, Ofice of t he Comm ssi oner, Depart ment of
Transportation & Public Facilities (DOI/PF), asked to begin with
the DOT&PF facilities. He pointed out the departnent maintains
726 buildings that are insured, but also have other out
bui l di ngs. The DOT&PF al so has over 125 projects in design and
construction, such as the Nonme State Ofice Building and
hat cheri es and ot her buil di ngs statew de.

1: 45: 47 PM
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MR. KEMP turned to Roads to Resources [slide 2]. He provided
the status on the projects beginning wwth the Road to Umat. This
$10 mllion funding request would provide for continued EI'S work
and evaluation of routes from Umat to existing industry roads
on the North Slope. The project is currently in the EI'S process
and the departnment is witing a scoping report, which wll
develop a range of alternatives for the departnment to study in
dept h. The departnment is proceeding slowy, but has been
nmeeting with the communities to address issues.

1:46: 27 PM

SENATOR KOOKESH pointed out that he has received about five
letters in opposition to the road to Umat. He asked the deputy
conmi ssioner to explain the departnment's process in handling
opposi tion. He inquired as to whether the departnment holds
public neetings or if it nmeets with organizations.

MR. KEMP answered that the departnment typically has extensive

i nvol venent with comunities to hear the concerns. He outlined
since little information is available on this specific project,
that a reasonable range of options is not yet available. He

descri bed one tactic that sonme groups use to immedi ately oppose
a project in order to shut down the project. He explained that
until the draft Environnental |npact Statenent (EIS) is rel eased
that the science is not known. He described the typical process

used, including the scoping process, in which the departnent
conpiles information by neeting with the comunities and the
agencies as part of the EIS. The departnent then develops a

range of reasonable alternatives, including issuing a draft EIS
for agencies, followed by publishing a draft EIS, a final EIS
and a record of deci sion. He reiterated that in this instance,
the departnent is still in the prelimnary stages of the
process; however, early opposition is one tactic used by sonme to
oppose a project prior to the EI'S process being conpleted. He
anticipated the draft EIS will be available to the public late
this year or early next year.

1:48: 47 PM

SENATOR KOOKESH said while he appreciated the deputy
commi ssioner's point of view, it has been his experience sone
vill ages express opposition early to avoid a situation in which
the DOT&PF's project has noved so far forward that it 1is
i npossible to stop the process. He characterized voicing
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opposition as a neans of raising valid concerns of people living
in these areas.

MR. KEMP assured him that nay places exist in the process in
which a project could be halted. He said, "There's the no-build
alternatives carried all the way through.” He suggested that
this is part of the process, and the reason for such a defined
process. He pointed out that frequently the departnent finds
opposition early in the process, but wll work to address the
i ssues and nove forward.

1:49: 40 PM

REPRESENTATI VE FEI GE asked whet her opposition is being expressed
from the comunities or if it is comng from outside the
comunities.

1: 50: 00 PM

MR. KEMP answered both inside and outside the comrunities. He
described the process as a fair process that should vyield
rational deci sions. He understood the issues about caribou and
road access. He offered his belief that once the science is
brought forth the decisions will be nade.

SENATOR KOOKESH stressed the inportance of the public sentinent.
1:50: 54 PM

REPRESENTATI VE P. WLSON recalled instances in which roads have
been built and caribou popul ati ons have i ncreased.

MR. KEMP answered that he is an engineer and not a biologist.
He suggested the ADF&G staff running the studies are top-notch
staff and will take that type of information into account. In
response to a further question, M. Kenp noted he would cover
the Klondike IUH later in the presentation.

1:52: 12 PM

SENATOR THOVAS suggested sonme confusion exists in ternms of the
m neral resources in the Umat area. He expressed concern about
the evaluation of the mneral resources and hoped the DOT&PF was
working with the DNR based on realistic information. He
understood gas and oil have seeped out of the ground; however,
when the state pioneers roads into places, it's inportant not to
have m ssteps. He enphasized the inportance of generating
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response from industry, even if the revenue is not derived from
the resource itself, but from exploration and devel opnment of the
resource area.

MR. KEMP shared his concerns. He pointed out that his first
guestions on this project surrounded the purpose and need to get

to Um at. Initially, his discussions with DNR and oil industry
di scussi ons, including Anadarko Petroleum Corporation and
Renai ssance Ol and Gas had m xed reviews. The DOT&PF believes
the resources are present. He related that the DOT&PF has

worked in conjunction with the US. Arny Corps of Engineers
(USACE), who has had enough justification to nove forward with
the purpose and need to access the resource rich area and not
definitively quantify the oil or gas. He reiterated this area
is known as a resource-rich area. He pointed out other parts of
t he purpose and need. He pointed out the 85,000 barrels of old
oi | | ef t behi nd, whi ch IS a huge Super f und cl eanup
[ Conpr ehensi ve Envi r onnent al Response, Conpensat i on, and
Liability Act (CERCLA)] site. He reiterated that the DOT&PF has
a strong purpose and need, and once it has a good range of
alternatives, the departnment should be able to nake good,
rational deci sions.

1: 55: 30 PM

SENATOR THOVAS cauti oned and expressed further concern about the
purpose and to quantify the resources. He said it concerns him
wi thout having a preponderance of evidence on resources. He
urged himto conduct these eval uations. He agreed that hol ding
di scussions with Anadarko Petrol eum Corporation and Renai ssance
Ol and Gas is great. He said he thought their data should be
turned over to the state to further evaluate and assess
viability of the project. He also said he was surprised at the
lack of information on the resource.

1: 56: 30 PM

MR. KEMP added that part of the purpose and need of the Um at
project is to ook at the entire area as a road is constructed.
He pointed out that the area is a resource rich area, wth
resources along the proposed roadway. According to the DNR a
preferred alternative for the Glbraith route would make a
di agonal cut across the area and would access the greatest
nunber of resources. He said he believed if the USACE is happy
with the DOT&PF s purpose and need, and if the DOT&PF gets a
reasonabl e range of alternatives, that the process wll "play
itself out."” He offered the departnment would have had nore
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information, but LINC Energy's plan to drill this winter fell
t hrough due to an absence of available drill rigs.

1: 57: 36 PM

REPRESENTATI VE P. WLSON asked whether any funding has been set
aside for permtting.

MR. KEMP answered no, that the permtting cones later on in the
process.

1:58: 08 PM

REPRESENTATI VE P. WLSON asked whether other alternatives have
been deci ded.

MR. KEMP answered no. He said the DOT&PF is current working to
devel op a reasonable range of alternatives. He envi sioned the
outcome would result in a list of criteria and inpacts. He gave
an exanple, such as listing the nunber of wetlands affected, or
the road m | eage for each proposed route. He stated the goal is
to winnow dowmn the alternatives studied. He related a scoping
scenario in which sonmeone nmight propose a road from Wstern
Alaska to follow the entire coastline to Anchorage. He
concluded that through the w nnow ng process the project would
fall out. Thus a reasonable range of alternatives need to be
consi dered, he stated.

1:59: 27 PM

REPRESENTATI VE P. WLSON asked whether approximte costs have
been det er m ned.

MR. KEMP answered yes. He highlighted that the DOT&PF is
considering an 18-foot-wide single lane road with inner-visible
turnouts. He explained that means one truck with its headlights
on will be able to see an oncomng truck and have plenty of
opportunity to pull out. He suggested that the footprint m ght
devel op beyond this depending on need, but generally the project
woul d be estimated as a $300-$400 mllion project.

2:00: 39 PM
REPRESENTATI VE P. WLSON referred to Roads to Resource projects,

and asked whether these projects would result in a public road
or a private road only for resource devel opnent.
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MR. KEMP answered that the DOI&F s Commi ssioner has the
authority to make the determnation on whether a road wll
result in a public road or private road.

2:01: 29 PM

MR. KEMP referred to the next Roads to Resources project, the
Anbl er Road. He stated that the $4 mllion request in this
year's budget for the Anbler Mning District Road is a kickoff
of the EIS. The DOT&PF has perforned prelimnary engineering
and recon work and has worked wth the developer, NovaGold
Resources, Inc. He anticipated the departnent would go through
the procurenent process to perform field work this summer. He
expl ained that the Tanana Route is again, a mneral rich area,
and other resources such as rare earth resources are on site.
Additionally, this project wuld connect a community. He offered
that the community seens pretty excited about the project. He
offered his belief that the community sees the value of road
access and wll directly affect their revenue. He explained the
intent of the $10 mllion for this project would be to get a
road to Tanana. He described the potential road as a rustic
road without any bridge crossing. Thus, the DOT&F would plan a
rustic winter access project and use of a ferry during summer
nont hs. The DOT&PF suggested the community review AS 29.35 to
consider developing a port authority. He characterized the
project as a very exciting one. He anticipated that the DOT&PF
woul d encounter sonme anti-devel opnment opposition at sone point
during the project.

2:03:40 PM

SENATOR KOOKESH asked whether this project also had benefits for
the mlitary.

MR. KEMP said he had not heard of benefits for the mlitary, but
t hose types of coments may conme in with the project scoping.

SENATOR HUGGE NS sai d he thought that was a different bridge.
2:04: 07 PM
REPRESENTATI VE GRUENBERG inquired as to whether sonmeone would

control access to the river crossing and if this project would
involve a toll.
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MR. KEMP answered no. He said he was referring to an access
onto the roadway. He offered there are nmany ways to control
access.

REPRESENTATI VE GRUENBERG asked whether this road would be a
private road.

MR. KEMP answered that would be one option. He offered that the

departnment cannot predict how this would play out. He
acknowl edged that the developer would need access to get the
product out. He suggested the villages could take control of

the road and control access, or the state or devel oper could do
So. He characterized those itens as the types of itens as ones
typically worked out during the EI'S process. He did not recal
how t he coments were | eaning at this point.

2: 05: 33 PM

REPRESENTATI VE GRUENBERG inquired as to whether other roads are
state paid but closed to public.

MR. KEMP answered yes, including the road to Red Dog Mne and
the Pogo Mne located in the Goodpaster River Valley. He said
about 20 mles will become open to public when the mne closes,
but he remaining 30 mles wll always remain closed.

2:06: 20 PM

REPRESENTATI VE GRUENBERG inquired as to whether this road wll
go to Tanana.

MR. KEMP said he was initially discussing Unm at. He did not
think restrictions on Tanana since the community is interested
i n access.

REPRESENTATI VE GRUENBERG thought it would be inportant for
peopl e to have access to Anbler.

MR. KEMP responded that the road would go into the general area.
2.:07:17 PM

REPRESENTATI VE PETERSEN inquired as to whether Al aska Railroad
Corporation serves the community of Tanana.

MR. KEMP answer ed no.
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2:07:46 PM

REPRESENTATI VE FEI GE rel ated when the governor announced Tanana
Road as a project that it caught him by surprise. He inquired
as to whether this road would be a stand-alone road as a
transportation highway, or if it would be a stepping stone to
the mning district.

MR. KEMP answered that this road is a road to Tanana to access a
resource-rich area and it happens to connect the comunity. He
acknow edged that it is a derivative of the western access

st udy. This project brings instant results and conmerce. He
was unsure of the river portion, noting the barge | andings
currently are at Nenana. He said this is the type of

informati on that would be | ooked at in the ElI S.
2:09: 04 PM

REPRESENTATI VE FEI GE asked whether the water depth would be
sui tabl e for barges.

MR. KEMP responded he has heard that it could be, but he did not
think any engineering has yet been done to confirm the water
depth is suitable for barges. He el aborated that he heard the
little island on the south side of the river would be a good
port facility, but he was unsure if the engineering has been
done to confirmit.

2:09: 36 PM
MR. KEMP turned to the Industrial Use H ghways (IUH). He

provided a brief description of the purpose of the | UH He
expl ained that the Klondi ke road did not have the equipnent to

haul heavy loads [[slide 3]. He explained that in 1985 the
departnment devel oped |1UH regul ations. The |1UH roadways are
taken to a higher standard than normal highways, including

t hi cker pavenent and stronger bridges. He characterized this as
a very good use for a toll facility, which has been in place for
25 years. He also informed nenbers that the rates are out of
date. He related that Skagway is the port of egress for the ore
and ingress for supplies.

2:11: 43 PM

MR. KEMP advi sed nenbers that the DOT&PF will replace the bridge
by filling in the gully and make the road nore acconmmobdating to
200, 000 vehicles. These vehicles will drive 700 mles fromthe
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Sel wn Mne to Skagway, where the ore will be shipped to China.
He anticipated a big increase in traffic. The DOT&PF can
revisit the regulations on the 15 mle stretch. He highlighted
that the Yukon anticipates spending $500 million to bring their
hi ghways up to standards with little return. He characterized
this as a great opportunity. He related his understanding that
the Federal H ghway Adm nistration would not participate in the
funding to raise the standard so the DOT&PF has requested $2.5
mllion to do so. He identified the 1UH process as a tool for
some roads, such as the road to Anmbler, which may be a good
candidate for | UH. He further identified NovaCold Resources,
Inc. as a good partner to participate in the cost of the road.
He concl uded that an | UH schene nmay be the way to go.

2:14:11 PM

REPRESENTATI VE FEI GE observed that if a road is built, such as
the one through partnership with NovaGold Resources, it would
also make other nore projects economcally feasible. He

inquired as to whether sonme provisions in the IUH allow for buy
in of new operators or new industrial users.

MR. KEMP said he has identified the types of problens the DOT&PF

must sort through. He related a scenario in which a devel oper
puts up cash up front. He pointed out one advantage of using an
IUH is the use of a sliding scale for the first devel oper. He

recall ed that Lynden Transport actually participated up front to
upgrade Skagway and enjoyed free passage on the Klondike
H ghway. He further recalled the agreenment is in place for the
useful life, which is where the DOT&F currently is with the
r oad. He understood the concern and opportunities. He agreed
everyone nust pay their fair share, but it may be a di m nishing
amount for the first person investing in the project.

2:16:15 PM

MR. KEMP turned to the highway program [slide 4]. He outlined
sone of the things that have enhanced project devel opnent. He
expl ai ned that Alaska has received $450 mllion in federal aid
from the H ghway Trust Fund, which is funded from federal
gasol i ne taxes. He noted the tax is $.18 for gas, $.24 for
di esel . He advised nenbers that Alaska is a donee state since
it receives $5-6 of federal aid versus what the state deposits
into the trust fund and about $220 nillion is directed to the
conmer ce roads. He referred to the commerce corridor as the
Seward H ghway, the d enn H ghway, the Parks H ghway, and Dalton
H ghway as good exanples of the national highway system (NHS).
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Thus the state has focused on these roads to raise the safety
and commrer ce standards.

2:17:52 PM

MR. KEMP provided a brief overview of the next slide, titled,
"Federal Requirenents Affecting Transportation"” [slide 5]. He
explained that the federal funding inposes restrictions, |aws,
and regulations which the state nust adhere to on the federal
hi ghway funding. He explained that since Al aska becane a state,
it has endured regulatory oversight nost other states have not
had to conply with. He described Alaska as a resource-rich,
access- poor state. He pointed out natural disasters, including
the 1964 earthquake, and Fairbanks fl oodi ng has used resources.

2:19: 23 PM

MR. KEMP pointed out that in 1968 the enphasis switched to an
urban one over rural. Finally, in 1969, the NEPA processes were
adopted by agencies for EIS devel opnment and permtting. He
concluded that it has been tough for Alaska to follow He
hi ghlighted that the new highway bill is before the Congress.
The Senate version of funding has renmined the sane nati onw de,
but the allocation for states is not yet known. He expl ai ned
t hat in the House version Alaska wll be reduced by
approximately $150 mllion. He related that this represents
about one-third of Al aska's program He predicted that Al aska
has $20 billion in transportation needs, with 25 percent of the
national highway roads in Alaska resting on permafrost. He
estimated repairs would cost $2 billion. He also pointed out
t hat about 27 percent of the NHS road w dths are inadequate, and
the bridge prograns cost $60 mllion per year. He estinmated
that these issues conbined with potential negaprojects wll be
affected by the reduction in federal funds.

2:21:18 PM

MR. KEMP estinmated that the FHWA distributes $42 billion to the
nati onwi de highway program with approximately $28 billion in
revenue derived from gas tax receipts. The DOT&PF anti ci pated

the cuts and considered using state funds intermngled wth
federal funds to address the issue. The DOT&PF found that about
70 percent of the overall funding is derived from federal funds,

whereas other states use 20 percent federal funds. Many of
these states have dedicated funds from gas taxes and other
fundi ng sources. He related that Al aska uses the general fund.

He offered his belief that no one is taking the reductions in
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t he House version of the highway funding bill except Al aska. He
said, "W stand out like a sore thunb on this...."

2:22:48 PM

MR. KEMP pointed to the history of using general funds instead
of federal funds. He provided an exanple, such as El nore Road
in Anchorage, which would have been difficult to perform wth
federal funds. He estimated that the DOT&PF saved about $15

mllion on the project and delivered it nore tinely with genera
funds. He pointed out that Sunny Point in Juneau was built with
federal funds [slide 6]. He described the tall walls, which

added a large cost, necessary to avoid the Mendenhall Refuge.
He outlined that the state process does not have a 4F process,
noting the departnent estinmates it could have saved $3.4 nillion
if the DOT&PF had used state general funds, which could have
been used for a four to five mle paving project in some other
part of the state. He described the federal process, which uses
an authority-to-proceed (ATP) process [slide 9] such that the
departnent cannot design a bridge prior to the EI S The DOT&PF
may know the bridge is necessary, and may know the scope of the
bridge, but the DOT&PF is prevented from beginning the work.
The DOT&PF has proposed a project acceleration account in the
amount of $2.5 nmillion to allow the DOT&PF to work outside the
federal process to design a bridge or perform right-of-way
during the design phase. He estinmated that the department wll
save $5 to $10 million per year using the state funding process
al one. He <characterized this estimate as a conservative
estimate [slide 10].

2:25: 52 PM

MR. KEMP reviewed the non-federal appropriations [slide 11]. He
poi nted out that the DOT&PF funds $250 million per year for its
hi ghways. He said about $180 million goes through the DOT&PF
and another $70 mllion goes through the Departnent of Conmerce.
He described the problens the DOT&F has wth fluctuating
f undi ng. The legislature has not coordinated |everaging of
state funds for federal aid. He suggested the departnment work
nore closely with the legislature to assess the best way to
construct and fund projects.

2:27:41 PM
MR. KEMP suggested that generally, Al aska allocates its hardest

to use funds on the projects which are the hardest to devel op
[slide 12]. Then, Al aska takes the easiest to develop noney,
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state funds, to the easiest projects. He al so suggested that
the departnent could reverse this allocation of funding as a
conmopn sense neasure, which he predicted wuld save a
significant anmount of noney. He took this process one step
forward and asked the regions to identify the nost difficult
projects and estimate the project based solely on funding
sour ce. He estinmated the DOT&PF woul d save about 15 percent if
it were to use state funding. He said this would avoid studies

and capital costs such as the walls at Sunny Point. He offered
his belief that the DOI&F could stretch its dollars by
| everagi ng federal aid. He said he did not put in times or
societal costs by making safety inprovenents. He enphasi zed

that this could help mtigate the loss of federal aid [slide
13] .

2: 30: 18 PM

REPRESENTATI VE P. W LSON rel ated her understanding that it could
result in savings in communities.

MR. KEMP agreed. He noted that the DOT&PF did not |ook at the
community transportation program but he was certain projects
could go further by |everaging federal funds.

2:30: 55 PM

SENATOR THOVAS expressed concern Fairbanks has about the length
of time that ©projects take. He understood the federa
requirenents. He pointed out that some projects have been in
the planning phase for so long the costs have tripled or
quadrupl ed since the projects nust then be redesigned. He has

generally heard that the costs are due to the high cost of
right-of-way acquisition, but this excuse has worn thin wth
hi m He pointed out Fairbanks has a brand new engineering
building and still the projects |anguish. He said it seened
that projects the departnent has prioritized are the ones which
nove forward. He referred to a bike path with the same design
cost for one mle as a 12-mle road. He related it is beyond
hi m He has taken engineers from construction conpanies who
find the length of tine and design costs are ridicul ous. He
understood federal constraints. He noted the potential |oss of
f eder al funds and encouraged the DOT&PF to support a
Transportation Fund and to encourage the governor to also do so.
He predicted that this could spin off noney annually to offset
federal funding. He would like to see sonmething in place to
hel p devel op roads.
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2:34: 31 PM
SENATOR KOOKESH sai d he appreci ated Senator Thomas's comments.

AVHS STATUS UPDATE BY M KE NEUSSL, DEPUTY COVWM SSI ONER ( DOT&PF)

2:34: 44 PM

SENATOR KOOKESH announced that the next order of business would
be the Al aska Mari ne H ghway System (AVHS) Status Update by M ke
Neussl, Deputy Comm ssi oner (DOT&PF)

2:35: 03 PM

M CHAEL  NEUSSL, Capt ai n, Deputy  Comnm ssi oner for Mar i ne
Qperations, Marine H ghway System Departnent of Transportation
& Public Facilities (DOT&PF), introduced hinself.

CAPTAIN NEUSSL turned to the Alaska Cass Ferry (ACF)
Procur enent . He explained tw $60 nillion general fund
appropriations were placed in the Vessel Replacenent Fund. He
expl ai ned the department has requested the second $60 nillion
from the fund to DOT&PF for a total of $120 million, less the

ten percent design thus far. He pointed out that the
anticipated cost of $120 million is based on an estimate that is
several years old. He did not believe $120 nmillion would be the
total anount, noting the process will define the ultinate cost.

He said the legislature intent was very clear, that the vesse
should be built in Alaska unless the DOT&PF' s conmm ssioner

determned it was not in state's best interest to do so. He
said the conmi ssioner determned it was in the state's best
interest. He reported that the best interest's finding nmeno was

witten after the attorney general reviewed the procurenent
proposal put forth by the departnent.

2:37: 39 PM

SENATOR HUGA NS congratul ated the DOT&PF for that finding. He
stated that investing Alaska's noney in Alaska is an inportant
concept .

CAPTAIN NEUSSL provided brief remarks on the construction
manager/ general contractor overview [slide 3]. He expl ai ned he
has been with DOT&PF for one year. He said the focus has been
on how to procure the vessel. He briefly explained three types
of methods for bidding: |low bid, design bid, and design build or
construction manager/general contractor (CMX). He expl ai ned
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that once the award is nmade wth the |owest bidder, the
contract or needs to make a profit and an adversari al
rel ati onship ensues. He explained that the design-build process
used for the Kennecott. He described one inherent weakness in
the design bud process surfaced at the commi ssioning of the
Kennecott when soneone stepped off the gangway into a puddle of
water. The builder did not canber the decks, which is necessary
for a ship that nust operate in a rainy environnment. However ,
it is difficult to anticipate every requirenent. He outlined
the construction design build method of construction managenent
that wll be used wth the ACF. He said the DOT&PF wll
identify a general contractor, in this instance Alaska Ship &
Drydock (ASD), to work with the state and the designer, the
Elliott Bay Design Goup (EBDG to jointly design and construct
the ferry in a cooperative manner. He enphasi zed the nodel has
advant ages and has been used at least 14 tines in the state. He
highlighted that the state crinme lab was built wusing the
process, which came in on time under budget. Al t hough the
process has been used for building roads, building the ACF is
the first time that the CM3C process will be used for a ship
construction type of project.

2:41:25 PM

CAPTAIN NEUSSL reported that Phase 1 will form the partnership
through a professional services agreenent contract between the
DOT&PF, EBDG and ASD. He explained that the process should
lead to a guaranteed price proposal, and if the parties agree on
the price, Phase 2 happens and the state wll award the
construction to ASD to build the ship. In the event that an
agreenent cannot be reached, several escape clauses exist for
ASD and the state. One option would be to go to design bid
process. He stated the professional services agreenent has just
been reviewed by the Departnent of Law (DOL) and wll Dbe
presented to the ASD soon.

2:43: 25 PM

CAPTAIN NEUSSL turned to the website vessel tracking system
[slide 4]. He reported that this website wll provide the
public with 24/7 access. It has previously been difficult to
determne when the ferry would arrive since the termnal is
generally closed and the ferries often arrive after hours. He
highlighted that the website won third place from the Public
Rel ations Society of Anerica for its website design. He noted

that the design was done in-house by AVHS s Ketchi kan staff. He
briefly described how it works.
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2:45: 00 PM

CAPTAI N NEUSSL expl ained two other nethods travelers can use to
obtain information, including the 511 system typically used for
road travel. He characterized the last nmethod as a "push”
system in which the public can subscribe to GovDelivery, and
sign up. The subscriber would receive an e-mail in the event of
any del ay.

2:46: 12 PM

CAPTAIN NEUSSL turned to the next slide, titled, "Request for
New Service" and explained the departnent has received two

requests for new service [slides 7-8]. The first is from a
community near Kodiak, Quzinkie on Spruce |Island. The MYV
Tustenena frequently sails by the 1island. The comunity

conpl eted a new dock capable of handling the MV Tustenena and
has requested service. He anticipated service would begin once
the final touches, such as fender installation is conpleted. He
related details, such that service would begin this spring with
service every other Friday, wth 6.5 hours in Kodiak and
returning to Quzinkie in the afternoon. He reported
overwhel m ng support in the comunity, with little cost to the
system The AMHS was concerned the service may be in
conpetition with air carriers, but both air carriers that serve
the comunity were overwhel m ngly supportive. He offered their
responses as recognition that what is good for the community
woul d al so be good for them

2:48: 10 PM

REPRESENTATI VE P. WLSON asked whether the ferry goes through
the strait.

CAPTAI N NEUSSL answer ed yes.
2:48: 42 PM

REPRESENTATI VE GRUENBERG asked whether there are any other
communities simlar to Quzinkie on other AMHS routes.

CAPTAIN NEUSSL answered no, that other comunities do not
currently have a dock sufficient to accommopdate the AVHS.

2:49: 09 PM
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CAPTAIN NEUSSL turned to the second request for new service is
A d Harbor south of Kodiak [slide 8]. He explained that the
AVHS does not currently use any route near Odd Harbor. He
detailed that the community has just conpleted a dock which wll

be able to accommpbdate the MYV Kennecott and MV Tustenena
[slide 9]. The AMHS has been exploring options but thinks it
can provide this service. The community believes it wll be
economcally viable for the community to have ferry service.
The DOT&PF believes it can provide service at a cost. The cost
is in terms of service to other comunities since the MYV
Tustenmena is fully utilized. Thus it nmeans another comunity
will |ose sone service and the decision is whether the |oss of
service is untenable or the service wll be reduced but not
el i m nat ed. He pointed out that the AVHS' s nandate is to
provi de basic transportation services to as nmany comunities as
it can. He offered his belief that this is not an exclusive
cl ub. He summarized that the AVHS is considering options with
m nor adjustnments to the Aleutian chain runs and believes it
will be able to provide sonme service satisfactory and beneficia

to A d Harbor.

2:51: 38 PM

REPRESENTATI VE P. WLSON asked for the round trip running tine
from Kodiak to dd Harbor, since that would translate into
addi ti onal fuel costs.

CAPTAI N NEUSSL answered that the fuel cost will be slight since
it would amount to 15-20 nautical mles; however, the AMS
vessels nmust go down and around from the south. He said it is
not inpossible and if comng from Al eutian Islands, would nean
coming in from the sanme directions. In further response to
Representative WIson, he agreed it was simlar to the Sitka
access.

2:52:52 PM
REPRESENTATI VE GRUENBERG recalled that the weather is pretty

tough in Shelikof Straits and if it would be easier to take the
sout hern route.

CAPTAI N NEUSSL agreed. He acknow edged that sone weather
di sruptions are anticipated, which would be simlar to the
di sruption of service to the Aleutian Islands.

2:53:46 PM
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CAPTAIN NEUSSL turned to the next slide, titled "Dock Issues”
[slide 10]. He acknow edged that docks are a big issue for the
AMHS. He wanted to neke nenbers aware of sone of the
chal | enges. He reported that the dock structure in Angoon has
been completely rebuilt and due to non-standardized ships the
dock nust be able to handle stern ranp as well as standard hull
docki ng. He characterized the facility as a highly functiona
one. He thanked the legislature for its funding and support.

2:55: 42 PM

CAPTAI N NEUSSL turned to the dock at Hoonah. He highlighted this
dock as a success. The dock in Hoonah, I|ike Angoon, has the
ability to handle stern ranp as well as standard hulls. He
pointed out the absence of catwalks adjacent to the nooring
dol phins, since the facility is self-nooring. The crew woul d
pull in the cable from the dol phin, which results in |abor
savings since line handlers are not needed. He added that the

crew denonstrates good ship handling to tie up properly, too.
2:56: 24 PM

CAPTAI N NEUSSL noved to chall enges. He explained that the MV
Tustenmena noors at Chignik across the end of two docks. A
private conpany owned by Trident Seafoods has cautioned agai nst
unaut hori zed docking of vessels at Chignik. He advi sed nenbers
that the AWMHS is currently engaged with Trident Seafoods to
reach a use agreenent, which previously has been unsuccessful.
He stated that the AVHS is working on a |ease agreenent for
ferry service to Chignik. No other dock is available for the
AMHS to use for ferry service to Chignik.

2:57: 27 PM
REPRESENTATI VE P. W LSON asked himto outline costs.

CAPTAI N NEUSSL answered that the DOT&PF is proposing to |lease a

dock which is in currently in fairly sad shape. He expl ai ned
that Trident Seafoods has offered to sell the facility, but the
state has thus far declined to purchase it. He characteri zed
this as a conundrum since the state needs a dock. He stated
sone liability issues exist. The AMHS hopes to continue to
provide service to Chignik, but wll report back to the
| egislature if they are unsuccessful. |In response to a request,

he agreed to keep the comm ttees inforned.

2:59: 12 PM
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CAPTAIN NEUSSL stated that the AWVHS has a $1.2 nillion
suppl enmental request in the budget this year for repairs to the
Cordova dock. He described the flexible dock material that due
to exposure has experienced sone cracking and sinking. The AVHS
instituted energency repair, but a mgjor storm hit and damaged
t he superstructure. He pointed out the repairs. He said the
AVHS has resuned normal use of the dock, although the funding
for the repairs i s needed.

3:00: 59 PM
SENATOR HUGGE NS thanked M. Neussl. He comented that Tim
Doggett was recognized as the Southeast enployee of year. He

asked about the new ownership of the ASD.

CAPTAIN NEUSSL answered that Vigor Shipyards has a pending
proposal to acquire ASD. He explained that Vigor Shipyards owns
nost of the shipyards in the Pacific Northwest. He said it is
the predom nant shipyard in the Pacific Northwest, but he was
not sure of details or any inplications.

3:02:21 PM

SENATOR KOOKESH advised nenbers that M. Levy, Mobility
Coalition is not available and will be rescheduled at a later
dat e.

3:02: 43 PM

ADJ OURNMENT

There being no further business before the conmttee, the joint

House and Senate Transportation Standing Conmttee neeting was
adj ourned at 3:02 p. m
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