8:33:13 AM

CALL TO ORDER

Co-Chair Stoltz
to order at 8:3

VEMBERS PRESENT

Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative

VEMBERS ABSENT

None

ALSO PRESENT

HOUSE FI NANCE COW TTEE
February 4, 2014
8:33 a.m

e called the House Finance Conmittee neeting
3 am

Al an Aust erman, Co-Chair
Bill Stoltze, Co-Chair
Mar k Neuman, Vice-Chair
M a Costello

Bryce Edgnon

Les Gara

David Guttenberg
Li ndsey Hol nes
Cat hy Munoz

St eve Thonpson
Tammi e W1 son

Representati ve Peggy W son; Becky Rooney, Staff,
Representative Peggy WIson; Jef f O tesen, Director,
Di vi si on of Pr ogram Devel opnent, Depart ment of
Transportation and Public Facilities; John MacKinnon,
Executive Director, AGC of Alaska; Barbara Huff Tuckness,
Teansters; Tom Brice, Al aska District Council of Laborers.
PRESENT VI A TELECONFERENCE

Sarah Lefebvre, Fairbanks, Chair Fairbanks Chanber of
Commerce; Karl Gohl ke, Fairbanks, Frontier Supply Conpany;
Tony Johansen, Fairbanks, Geat Northwest; Christine Klein,
Anchorage, Calista Corporation; David Levy, Anchorage,
Al aska Mobility Coalition.
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SUMVARY
HB 122 TRANSPORT. | NFRASTRUCTURE FUND APPROP.

HB 122 was HEARD and HELD in conmmttee for
further consideration.

HB 123 DEDI CATED TRANSPORT FUND/ PUB TRANSPORT

HB 123 was HEARD and HELD in committee for
further consideration.

HIR 10 CONST. AM  TRANSPCORTATI ON FUND

HIR was HEARD and HELD in conmmittee for further
consi derati on.

#hj r 10
#hb122
#hb123
HOUSE JO NT RESOLUTI ON NO. 10

Proposi ng anendnents to the Constitution of the State
of Alaska creating a transportation infrastructure
f und.

HOUSE BI LL NO. 122

"An  Act making a special appropriation to the
transportation infrastructure fund; and providing for
an effective date."

HOUSE BI LL NO. 123

"An Act relating to the transportation infrastructure
fund, to local public transportation, to the nunicipa
harbor facility grant fund, to notor fuel taxes, to
the notor vehicle registration fee, to driver's
license fees, to identification card fees, to the
studded tire tax, to the vehicle rental tax, and to
other fees and taxes related to notor vehicles;
creating t he Al aska Transportation Panel ; and
providing for an effective date."

Co-Chair Austerman called the neeting to order. He noted

that the three transportation bills would be heard together
by the conmttee. The public would provide testinony.
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8:35:11 AM

REPRESENTATI VE PEGGY W LSON, sponsor, represented district
33. She planned to present the full package of bills. She
introduced the PowerPoint presentation: "Transportation
I nfrastructure Fund (copy on file)."

Representative Peggy WIson began with slide 2: "Alaska's
Transportation Chal |l enges.”

Transportation Infrastructure Fund
For the record, Representative Peggy WIson, District
33; thank you Mster Chairman for hearing these 3

inportant bills. These bills are tied very close
together. Wth the commttee's indulgence, | would
like the latitude to present the entire package before
we drill down into the specifics of each bill.

Before we get started 1'd like to say | know that we
are in deficit spending and are projected to be for
the next few years. I know it will be difficult for
this comrittee to appropriate $2B as in HB 122. This
endownent can happen after the constitution is
anended. | hope that you can listen to the concept
wi thout the concern of where the $2B will come from
W need to get the constitutional change before the
voters in this Novenmber. That is ny goal for this

year.

Now I'd like to talk with you about an issue that is
very inmportant to nme and you as Al askan’s. I t S
TRANSPORTATI ON. When | say transportation, | nean,

surface roads, ferries and harbors, airports, transit
systens, trails, the novenent of people, goods and

servi ces.

. |’m going to start out by getting us all on the
same page. W all have heard stories about the
condition of our transportation system and 1'd Iike
to explain the issue as | know it.

. Then |1'm going to propose a solution to our

transportation infrastructure <challenges, the three
bills you have before you.

. Finally | wll sum up wth the outconmes we
expect, if this solution is inplenented.

Representative Peggy WIlson continued wth slide 2:
"Al aska's Transportation Chall enges.”
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Al aska’s Transportation Chal |l enges

Al aska’s transportation systemis aging.

40- 50 year ol d hi ghways

. Qur major roads are 40-50 years old. There hasn’t
been a major road built for the past 30 years.

Popul ati on Grom h = congestion

. Wth population growth we get congesti on,
especially since growh is primarily centered in one
area. The popul ation of Al aska has tripled since 1960.
. And we are putting nore and nore people on roads
that were designed for the 1970’ s.

Agi ng AMHS Ferry Vessel s

. Qur ferries are old and well maintained but the
ol der ferries cost a lot to operate and they are
comng to the end of their projected |life expectancy.

Ai rport upgrades and maj or mai nt enance

. Al aska has over 250 state owned airports. They
are very expensive to maintain. Bar ges can only
travel up the rivers during the few warm nonths to
bring the necessary gravel for our runways in the
rural areas of the state.

Deteriorating harbors in disrepair

. We have a nunber of state owned harbors. The
state is in the process of transferring ownership of
many of the harbors to the appropriate nunicipalities.
But they don’'t always have the noney to inprove and
maintain this infrastructure as it ages.

Limted access to natural resources

. Al aska is and has always been a natural resource
state. Qur natural resources are not generally on
the road grid or close to railroads. W need to

have access to those natural resources to diversify
the stream of revenue to our state.

Al aska’s Transportation Chal |l enges

$20 billion backl ogged projects &deferred nai nt enance

. There is a | arge backl og of projects.

. All of this totals $20 billion dollars plus 700
MIllion dollars nore in deferred naintenance.
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Representative Peggy WIlson continued wth slide 3:
"Al aska's Transportation Chall enges."”

Al aska’ s Transportation Chal | enges Decl i ni ng
Transportation funds
Qur funding, federal and state, is not keeping up with
t he demand —
Federal funding not keeping up with the demand
Rural highway traffic up 23%

. US Rural highway traffic is up 23% and conti nues
to grow

Vehicle mles traveled up 35%
. And vehicle mles traveled is up 35% and
i ncreasing
$65 billion/year lost to traffic congestion
. There is an estimated 65 Billion dollar |oss due

to traffic congestion every year. That loss is passed
on to us as consumers

(According to the National conference of Legislators)
Fuel tax revenues can’'t keep up with inflation

. The federal fuel taxes have not kept up wth
i nflation. Nationally our fuel taxes can't
keep up with the demand and they can’'t keep up
with demand in Alaska either. Wth technol ogy
i nprovenents cars are going farther on a gallon of
gas.

. Al aska hasn’t had an increase in Mtor fuel taxes
since 1961, 53 years. W have the |owest notor fue
tax in the nation at 8 cents a gallon.

The next closest state is (Womng) at 14 cents per

gal | on.

State G- consuned by growi ng healthcare, corrections
and education costs — little left for transportation

. Qur state funds have to be stretched further and

further to cover rising costs in all service areas

8:40:11 AM

Representative Peggy WIson discussed slide 4: "Federal
Fundi ng Chal | enges. "

Federal funding Chal |l enges

Map- 21 reduces flexibility for use of funds
Enphasi s on mai n hi ghways and safety
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. The new federal Transportation funding program
MAP- 21 focuses on National H ghways and safety. G eat
goal s, but Al aska only has 4 national highways.

. W also, used to have greater flexibility wth
respect to safety dollars as well. W are nowlimted
to roads with notable crash histories. That will help

our safety corridors, the 4 national H ghways that
have horrendous crash statistics but there are nore
needs out there than just those.

Nat i onal H ghway System  funds now driven by
per f or mance

. The national highway system funds are now driven
by performance. Since the penalties for non-
performance are painful (state match could double or
triple). Even on mainline highways we nay be required
to focus | ess on congestion and noderni zati on and nore
on just keeping up. This neans lots of maintenance
projects that don’'t provide new | anes or new access.
Community road funding is by popul ation

. | wll talk about the funding by population on
t he next slide.

Federal funding Chall enges

. | heard on a webinar by the council of State
Governments (CSG on Friday that states can expect to
see a slowdown in paynents from the Federal Hi ghway
trust fund as early as this sumer and by FY15 the

fund will be at O.
8:41:45 AM
Representative Peggy WIson discussed slide 5: "Funds

Before and After MAP - 21."
Map 21 Fundi ng conplications

. Here is a sinple graphic of sone of the issues
that are making it difficult for DOT to fund our
Al aska Hi ghways and comrunity roads.

. Oh the left hand side is the pre-Map 21
al | ocati ons. The light blue represents the national
H ghway Systens percentage of funds (48% and the dark
blue is the Community and Alaska H ghway Systens
per cent age (52%.

. Wth Mp-21 the allotnments are quite different.
Now the National H ghway System receives 72% of the
federal funds and all the other roads in Al aska

recei ve 28%
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. To further conplicate matters 14% of the 28%
all ocated for the non-national hi ghway roads is
di vi ded up dependi ng on popul ati on.

. 4.4% (lime green portion) goes to cities that
have nore than 200,000 in popul ation. Only Anchor age
qualifies

. 5.4% (Kelly green potion) is directed to cities

with a population |ess than 200,000 and nore than
5,000. (Sitka, Ketchikan, Juneau, Fairbanks, Wasilla
Kodi ak and Kenai)

. 4.2% (Dark blue portion) is for all other roads
in the state.

. The bright yellow 14% portion is flexible but
unfortunately it is consunmed by increased nandatory
requirenents for data collection, bridge inspections,
@S, and other necessities leaving little for project
pur poses.

8:43: 44 AM

Representati ve Peggy W son di scussed slide 6:
"Transportation Infrastructure needs a Boost."

Transportation Infrastructure Needs a Boost (slide 6)
In Al aska, we have always had a serious problem wth
financing transportation infrastructure.

Chal | enges with Federal Funding.

. There is a new Transportation Funding Program in
the works but it is anyone’'s guess at this tine what
that will nean

. There wll be no nore noney in the Federal
H ghway trust fund by 2015.

Aging Infrastructure

. W need to bring our aging infrastructure into
t he 21st century

Open new access to resources

. In order for Alaska to have access to our natura
resource we need to greatly increase the devel opnent
of our transportation system

Plans for the future

. W need to depend |less on the federal governnent
and start taking responsibility for Al aska's
roads, harbors, airports, and railroads.

. We need to plan for the future.

Ri ght now, that’s not happeni ng.
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These problens aren’t new just conpounding. The House
Transportation conmttee started investigating the
funding i ssues 5 years ago.

Representative Peggy WIson discussed slide 7: "House
Transportation Conm Actions."”

House Transportati on Comm Actions

What have we done to find answers to all these issues?
3 years of Conmittee hearings

For three years the House Transportation conmttee
listened to DA, grassroots or gani zati ons, and
transportati on organi zations i dentifying t he
chal l enges of transportation in our geographically
di verse state.

Vi ewed, first hand, rural and urban problens

. The committee flew to renpte villages to view
their airports, the basic transportation in and
out their comunities. We took the Dalton H ghway to

see what our truckers use every day to get goods to

the area where our major source of revenue is |ocated.

W rode the urban highways to see the chall enges they

face with regards to safety, congestion and deferred

mai nt enance. W rode the trains and we experienced

the ferries underway.

Exam ned fundi ng options

. After wtnessing the problens first hand, we

started our quest for a solution.

. W heard from AML and the WMatsu Borough who

teamed together to contract an independent study on

the fiscal challenges of statew de transportation

. We heard from national experts from the Nationa

Conference of State Legislatures, on what other states

are doing to address transportation infrastructure

budget gaps. (NATI ONAL EXPERTS)

. W heard from state experts. Larry Persily, who

put together a report on the funding options avail able
to address the fiscal shortfalls t hat our

Al aska Long Range Transportation plan has outlined.

( STATE EXPERTS)

Rej ected options which commtted future G-

. In our deliberations we rejected the options to

fix the problem by bonding, which commts future funds

to pay off debt. Qur children and our grandchildren

shoul d not have to shoul der our debt.
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House Transportation Committee Actions

. The solution I'm going to propose is the
culmnation of all those hours of commttee hearings,
travel, and research

Persily Options we deci ded not to use:

Revenue bonds GCeneral Obligation Bonds Using sone
portion of the permanent fund selling off oil
royalties Key Bank ON State Infrastructure banks Build
America Bonds (from Stinulus funding) raising the Gas
t ax.

8:46: 36 AM

Representative Peggy WIlson discussed slide 8: "ATIF
Sol ution."

ATI F Sol ution

Qur Proposal has three parts:

1. Re-instate dedi cat ed Al aska Transportation

I nfrastructure Fund

. Par t 1 Re-establish dedicated transportation

taxes and fees as part of a transportation fund

that was in existence at statehood. The Al aska

Constitution contained two dedicated funds related to

transportation:

Qur constitution grandfathered 2 transportation funds

. The first one was known as the “Hi ghway Fund”.

Al'l nonies collected from taxes on vehicle notor fue

were deposited into the Fund and had to be spent on

hi ghway rel ated purposes.

. The second fund was called the “Water and Harbor

Facilities Fund”. Monies from taxes on notor fuel

used in boats and watercraft were placed into the Fund

and had to be spent on water and harbor facilities.

Requires a vote of the people

. ATIF or the Alaska Transportation Infrastructure

Fund Wil | conbi ne t hese 2 f unds into one.
Rei nstatenent of the transportation fund requires

a vote of the people to change the constitution,

ensuring all fees and taxes paid for transportation

activities will be spent only on transportation
2. Mai ntai n exi sting fundi ng
. The second part of the proposal is we nust

continue to fund transportation as we have in the
past. This is the key to nmaking real progress
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improving our transportation infrastructure. This is
one way we can slowy chink away at our $20 B backl og
of projects.

3. More 100% state funded projects

The third part of the solution is to do nore 100%
state funded projects

. W need to take advantage of both the cost and
time savings of state funded PROIECTS W THOUT FEDERAL
“STRI NG5S’ whi |l e provi di ng for our gr ow ng
transportati on needs. This fund will nove projects
from concept to conpletion nmuch faster. Wth

state funded projects we will see the inpact of our

state dollars in our conmmunities quicker

ATI F Sol ution

. For exanple, state funds were wused in the
construction of the Elnore Road Extension in Anchorage
which was conpleted in less than 3 years as conpared
to 7-10 years if federal processes had been foll owed.

. ATIF is not intended to dimnish our partnership
with the federal governnent.

. The intention is to provide a dedicated revenue
stream that will allow nore projects to be
conpl eted faster and cheaper in addition to our
ongoi ng federal /state projects.

. The 3 pieces of legislation that nmake up ATIF
are:
. The first piece, House Joint Resolution 10, wll

put the change to the constitution on the ballot so
t he peopl e can deci de to re-establish t he
Transportation Fund.

. The second piece, House Bill 123, will define the
| aws to manage the fund and
. The third piece, House Bill 122, wll put $2
billion into the fund for startup.
8:49: 36 AM
Representative Peggy WIson discussed slide 9: "Funding
ATIF. "

Fundi ng ATIF
So you ask yourself, “How can we fund ATIF?”
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$2B endowrent from | egi sl ature and

. W wll need two billion dollars to seed the
ATI F. | know that is a sizeable chunk of noney but
if we don't get this much it will be difficult to nake

much progress clearing off our backl og.

. W want to leverage every federal dollar we can
while capitalizing on State funded projects. | have
heard anecdotally that a federal dollar is worth 75
cents as conpared to a state dollar, | can't stress
enough how inportant all three elements of the
solution are.

. | understand that this is probably not the year
to ask for 2 B dollars; even in a year wth abundant
revenue it will be difficult. This endowrent could be

a lesser sumwth the idea of adding to the endownent
when our savings accounts are flusher. W really need
to put the constitutional change before the people. |
know we can fully fund ATIF | ater.

Annual revenue

. Annually the revenue from the list that you see
on this slide wll go into the fund: this is
approxi mately $80 M1 1lion per year

. One thing to note any special use fees have been

preserved. Things like vanity license plate fees, and
ai rport | ease revenues.

Mot or fuel tax $40M

Tire tax $1. 4M

Vehicle rental tax $ 8.5M

Vehicle registrations and driver's |icense fees

8:50: 52 AM

Representative Peggy WIson continued with slide 10: "ATIF
Appropriation.”

ATI F Appropriation

. kay, now we have a fund, “how shall we nanage
it? And how nmuch wll be available each year to
i nprove our transportation infrastructure?”

DOR wi Il manage the fund

. The departnent of revenue wll manage ATIF
consistent wwth a 6%rate of return over tine. They
manage many funds and they have experience and a good
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track record. Al of the profits will be reinvested
into the fund each year.

Figuring the appropriation anount

. Each year there wll be funds available for
appropriation. It will be the sum of 6 percent of
t he market val ue averaged over the previous 5 years
plus half of the taxes and fees collected from the
previ ous year.

. Also comng out of the fund will be the expenses
for the Departnent of Mdtor Vehicles, the expenses to
adm ni ster and nanage the fund, and also costs for the

advi sory counci | . The fund wll be self-sufficient
and will not require General Funds for adm nistration.
Fol | ows regul ar budgetary process
. The appropriations wll follow the regular
budgetary process and wll be approved by both the
governor and the |egislature.

8:52: 03 AM

Representative Peggy WIson continued with slide 11. "2-

Panel - 2-Step Process.”

2 Panel 2 Step Process

. W have a fund, and it is being funded annually
by revenues added to the | arge dedi cated fund.

. Who will decide which projects get funded first?

. This wll be handled by a 2 panel 2 step
processes. First we wll have to decide if projects
are better suited for developnent using the proven
State Transportation Integrated Plan or STIP process
or the New ATIF process; effectively deciding if it

will be a federalized project or a 100% state funded
proj ect .

7 Menmber Al aska Transportation Panel (ATP)

. The Al aska Transportation Panel will be conprised

of 7 menbers, 4 public one from each of the areas you
can see on the slide, the DOI conmm ssioner, a STIP
boar d menber and a menber from the Al aska
I nfrastructure Conmi ssion which I will describe in the
next slide. They will serve staggered 4 year terns.
DOT will develop a set of guidelines to be used as an
aid to decide if a project should be federalized or be
funded through ATIF. Qur intent is to take the
politics out of the decision nmaking process.
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. W have a fund, and it is being funded annually
by revenues added to the | arge dedi cated fund.
VWho will decide which projects get funded first?

8:53:25 AM

Representative Peggy WIson continued with slide 12: "2-
Panel - 2-Step Process.”

2- Panel 2-Step Process

. When a project has been selected for devel opnent
using ATIF funds it nust then be reviewed by the
Al aska Infrastructure Conm ssion. You can see the

makeup on the slide. This commission will take the
ATIF selections and nunerically rank using a set of
criteria witten by the DOT. This ranking wll
create a prioritized list. The list wll need to be

conpleted by the advisory conm ssion by October 15th
each year and submtted to both the Governor and the
| egi sl ature. This ensures that the governor wll have
time to incorporate the ranked projects into his /her
capi tal budget.

8:54:12 AM

Representative Peggy WIson discussed slide 13: "ATIP
Projects.”

ATIF Projects

Limted to capi tal transportation and maj or
mai nt enance projects
. ATI F proj ects are limted to capi tal

transportation and major maintenance projects in the
nmodes of transportation you see on this slide.

. The constitutional anmendnment states that the
appropriations from the fund nust be used on
“transportation and related facilities that are
designated by law.” In the enabling statutes, HB 123,
we have constrained the fund to only be used on
capital projects and major maintenance. This wll give
future legislatures the ability to use noney's from
this fund for operations in tinmes of huge fiscal
shortfalls. Al the legislature would have to do is
make a statute change to allow the fund to be used for
oper ati ons.
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. Anyone can submt a project for consideration;
the State, a borough, an unorgani zed borough, a
muni ci pality, community or village.

. W envision there will be submssion forns and
they will need to be filled out to nmake sure the
comm ssion has enough information to rank the
proj ects.

. Every project will be considered.

Federal i zed projects not nore than 20%

. The funds available to federalized projects,

which are projects that are constrained to use
the federal processes, can be no nore than 20% of the
avai | abl e funds. This is to incentivize nore state
funded projects.

8:55:43 AM

Representative Peggy WIson discussed slide 14: "ATIP
Projections.”

ATI F Projections
. Here is a graph of what we can expect from the

Al aska Transportation Infrastructure Fund done by DOR
The Blue bars are the balance in the fund over

tinme and the Red line is the anobunt of noney
that could be appropriated each year for use on
proj ects. You can see that the payout starts
at about $83 MIlion dollars the 1st year and then is

$131M the second year and rises at a rate of about
3.5Min the early years. Renenber, with this solution

these 103 mllion dollars is in addition to the
operational and capital budgets we al ready have.

. If we put in 2 billion dollars now it wll grow
to 5 billion dollars in 20 years. That 5 billion

i ncludes 50% of the revenue that has been deposited
over the 20 years as well.

8:56: 44 AM

Representati ve Peggy W1 son di scussed slide 15: "ATIF.."

ATIF ...

. What can Al askans expect from ATI F?

. The fund will help Alaska plan for its future
W will be able to work down the 20 billion dollar
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backl og. It will help us get rid of the deferred
mai nt enance i st
Decrease dependence on federal funding

. ATIF will decrease Al aska' s dependence on federa
dol | ars. W still want to |everage every federal
dol | ar we can but ATIF wll allow us to do nore

state funded projects as well.
| ncrease nunber of new j obs

. ATIF will provide nore direct jobs and there wll
be an indirect enploynment boost as well.

| ncrease road safety

. Qur major roads are not safe due to congestion
and deterioration. ATIF will help to inprove safety
on our roads, bridges, airports and harbors.

| ncrease Al aska’ s econony

. There are nunmer ous st udi es t hat show
Transportation i nvest ment creates a conpetitive
environnment, attracting additional econom c investnent
that includes: Increased output; productivity; inconeg;
property values; enploynment and an increase in real
wages; It reduces the costs of production and
noncommercial travel tinme. This results in an inproved
quality of life.

| ncrease access to Al aska' s resources

. Qur state’s econony is highly dependent on our
resource extraction and t hese i ndustries are
transportation intensive. Al aska has a mpjority of

the nation’s coastline but has significant chall enges
developing and maintaining the state’'s docks and

harbors for access, to our fishing resource. W
have wor | d cl ass m ner al deposits but few
transportation corridors for access to t hose
resour ces. W have nmjor wuntapped oil and gas
resources with no access to the renote | ocati ons.

ATIF will inprove access to our resources, which wll

t he cost of production.
ATIF ..

Ensure stabl e annual transportation budget

. Al aska needs a state-funded transportation system
that is sufficiently and predictably funded.

This reliable flow of funds allows for the devel opnent
and inplenmentation of a sound transportation plan that
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doesn’t fluctuate wth funding, politics or the
econony.

8:59:02 AM

Representative Peggy WIson discussed slide 16: "ATIF
Summary. "

ATl F Summary

. To summari ze:

Al aska Transportation issues:

. | think 1’ve defined our |oomng transportation
chall enges that stem from 2 mmjor issues, declining
f unds both federal and state, and an aging
transportation infrastructure. | think we need to

act now and inplement the Alaska Transportation
I nfrastructure Fund.

. ATIF is about the broader social good and
econonmi ¢ progress of the state of Al aska.

. About neeting ever-grow ng transportation needs
for Al askans. The sheer volune of freight noving
in Al aska underscores the inportance of t he
transportation systemto Al aska s econony.

| mpl emrent  the Alaska Transportation Infrastructure
Fund

. Al aska needs to take action now,

Put the constitutional anmendment on the ballot in
Novenber 2012

. W need this constitutional anendnent on the
ballot in 2014. | think Alaskans want a better
transportation system Let the peopl e decide.

. M. Chair, thank you for this opportunity to tel
the commttee about our plan to help Al aska nove
f orward. You have seen the 30,000 foot | evel

present ati on.

. | know conmttee tine is short so |I wll stop
here and attenpt to answer any questions you may have.

9:00: 49 AM

Co-Chair Austernman stated that he would accept questions
fromcomm ttee nenbers.

Representative Thonpson agreed that roads, airports and
harbors were the arteries of Al aska' s econony. He asked
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about the decision to have two separate panels. He thought
the two panels m ght be cunbersone.

Representative Peggy W/Ison responded that the commi ssion
began as a 25-nenber panel. She listened to comrents from
commttee nenbers in each comunity. The goal was for
panels that were non-political with representation from all
Al askan geographical areas. A decision was mnade for one
commssion to work on project assignnents, wth seven
people voting. The goal was to view the state as a whole
unit.

9:03: 30 AM

Representati ve Thonpson asked if the two panels nust neet
in person, which would be expensive for airfare and hote
r oons.

Representative Peggy WIson replied that the panels would
nmeet tw ce a year.

Representati ve Thonpson understood that Map - 21 was not
well accepted in the nore renote areas of the state
including Sitka, Petersburg and Fairbanks. He asked about
Map - 21 and the federal transportation fund. He asked for
a specific dollar anmount received by the state.

Co- Chair Austerman suggested that the question be held for
Departnment of Transportation and Public Facilities.

Representative Peggy WIlson noted that the fund could be
used as best determ ned for the state.

9: 04: 53 AM

Representative Holnes reviewed the travel costs detailed in
the fiscal notes. She wanted to know about the reasons for
two separate boards.

Representative Peggy WIlson replied that the board required
experts from the Departnent of Transportation and Public
Facilities.

Representative Hol mes discussed the fund. She asked about
the discrepancy between 5 and 6 percent of the average
mar ket value. She understood that the percent of market
value calculation was refined over tine. The nore
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conservative estimates were in the 4 to 5 percent range.
She pointed out that the Departnent of Revenue stated that
princi pal mght be eroded at 6 percent.

BECKY ROONEY, STAFF, REPRESENTATIVE PEGGY WLSON, referred
to the constitutional anendnent, which stated "up to 6
percent of market value that <could be wutilized." She
t hought that the purpose of the range was to provide future
options. In the enabling statutes, the rate was set at 5
percent .

Representative Holnes asked about the two ways to spring
nmoney from the fund. She noted that 50 percent could be
utilized each year with an additional 5 or 6 percent of the
average over the last 5 years. She asked how the
cal cul ations occurred. She wondered if the incomng fees
were calculated into the 5-year average.

Ms. Rooney replied that the fees utilized were from the
previous year. The fees becane part of the fund. The
interest fromthe fees was sitting in the fund.

Representative Holnes asked if 50 percent was taken out
each year in addition to the 5 percent. She thought the
practice m ght erode principal.

9:09: 05 AM

Co-Chair Austernman acknowl edged Representative Hol nes’
point. He stated that future presentations would include
i nformati on about the fundi ng source.

Representative Costello realized the great effort put forth
by Representative Peggy WIson. She noted the gravity of
the decision. She believed that the state franmers saw a
need for such legislation wth the inportance of
transportation in the Alaskan econony. She was chall enged
with the idea that such a proposal would renove the budget
crafting process from the |l|egislature. She asked about
testinony regardi ng an appoi nted board maki ng the deci sions
rather than elected state representatives.

Representative Peggy WIson responded that two |egislators
woul d serve on the board as advisors. She envisioned the
| egislators as the transportation chairnmen. She explained
that the decisions would be reviewed by both the governor
and the legislature. She acknow edged fears that the
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| egislature would no longer have a say in the inportant
deci si on maki ng process.

Representati ve Costello hi ghl i ght ed t he wor k t hat
Representative Peggy WIson had put into the bill. She
asked how the representative would address the conpeting
needs faced by the state.

9:12: 27 AM

Representative Peggy W/Ilson replied that another interest,
such as education would require $20 billion to seed a fund
with simlar intent. Children need safe roads to get to
school. She supposed that sone Alaskans would |eave the
state if the transportation situation did not inprove and
school s suffered w thout many students.

9:13: 55 AM

Representative Gara believed that transportation funding
was crucial. He acknow edged that Al askans woul d vacate the
state if transportation needs were not net. He pointed out
that the state had approximately $17 billion in savings.
The governor proposed a draw on the savings including a $3
billion draw for Public Enployees' Retirenment System (PERS)
and Teachers' Retirenent System (TRS). He wondered how | ong
savi ngs woul d | ast.

9:15:12 AM

Representati ve Peggy W son st ated t hat t oo much
del i beration about transportation and infrastructure would
del ay necessary changes. She explained that infrastructure
hel ped to solve many different problens in the state. She
was nost concerned about the constitutional anmendment and
its inclusion on the ballot. She stated that waiting
anot her two years would allow for further del ay.

9:17: 02 AM

Representative Gara noted that the proposed fund would
place $80-%$120 nmillion into the transportation projects
annual ly. He asked how much noney was allocated to roads

vessels, railroads, trails and transportation projects |ast
year in the capital budget . He suspected that the
| egislature was funding transportation at a higher rate
than the one estimated by the sponsor. He asked about slide
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9. He wunderstood the logic of placing all funds into
transportation. He argued for using the fund for Troopers
or energy projects.

9:18:56 AM

Ms. Rooney replied that public comment revealed that when
fees were designed for activities of the users, the public
was nore inclined to participate and contribute to the
fees. She saw the opportunity for increases in gas tax,
which had not been raised in 53 years, if Al askans
understood that the tax woul d pay for the roads.

Representative Gara wondered if the sponsor proposed a tax
i ncr ease.

Representative Peggy WIlson replied that the decision to
raise taxes mght be nade in the future. She stated that
further infrastructure developnment neant nore jobs and a
greater econony.

9: 20: 26 AM

Representative Minoz congratulated Representative Peggy
Wlson on her efforts with the transportation commttee.
She asked why the existing department processes were not
indicated in the proposed |egislation. She wondered why the
effort could not continue within the established agency
framewor k. She expressed concern about creating another
| ayer of bureaucracy.

Representative Peggy WIlson replied that changes mnust be
made to elimnate the political aspect of the decision
maki ng process. She wished to review the projects in a
di fferent way.

9:22: 23 AM

Representative Quttenberg offered congratulations on the
sponsor's hard work. He stated that the new conmm ssion was
subject to legislative appropriations. He asked if the
conmm ssion woul d supersede all the other organizations that
were actively planning for their communities.

Representative Peggy WIson replied that each group would

continue to do what was best for their specific areas. The
comm ssion would review the subm ssions and determ ne the
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best projects to pronote econom ¢ devel opnent in the state.
She stressed that the appointees should have sone
experience in certain areas. The conbination would lead to
the optiml statew de view. The goal of the |egislation was
to renove the geographic |ook and decide the best action
for the state as a whol e.

9: 24: 32 AM

Representati ve GQuttenberg expressed confusion about how the
process would clear the playing field for projects. He
stated that the | egislators would nake the final decisions.

Representative Peggy WIlson replied that renoval of the
| egislative review would nix the bill's passage through the
finance conmtt ee.

9:25: 55 AM

Co-Chair Stoltze stated that he helped facilitate the
passage of a simlar initiative twice in the past. He
stated that he had wtnessed three separate efforts to
change dedicated funds during his tine on the |egislature.
He recalled one effort in 1976, which required an exenption
from the prohibition to create the Permanent Fund. Another
effort from 1989-1990 by forner governor Cooper addressed
that education endownent, which passed the House but not
the Senate. He wondered about renoving the prohibition al
together to enable the | egislative process to work.

Representative Peggy WIlson stated that she attenpted to
access all different angles during her decision naking
process. She stated that Al aska was behind $20 billion with
infrastructure projects and $700 mnillion in deferred
mai nt enance.

Co- Chai r Stoltze asked if anending the dedication
prohi bition had been explored as a potential solution.

Representative Peggy WIson had not determned a solution
for every departnent or state region. She felt that the
| egislation would make a difference in every departnent in
the long run. She believed that developing the state's
infrastructure wuld pronmote economic devel opnent in
Al aska. She suggested that it was nore economc for
busi nesses to visit the state for a profit.
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9:29: 04 AM

Co-Chair Stoltze hoped to vet the issues. He |acked
certainty about his position.

9: 29: 39 AM

JEFF OITESEN, DI RECTOR, DIVISION OF PROGRAM DEVELOPMENT,
DEPARTMENT OF TRANSPORTATI ON AND PUBLIC FACILITIES offered
to answer questions about Map-21.

Representati ve Thonpson asked about t he f eder al
transportation infrastructure spending.

M. Otesen replied that MAP-21, which was passed in 2012

authorized the federal program for 2013 and 2014 wth
funding conparable to that received in prior years. The
anount of noney received renained unchanged, but the
distribution was altered. The funding was shifted from a
| ocal class of roads to the | arger highways in the national

hi ghway system He nentioned a tripling of funding for
safety projects. The state therefore had |ess noney for
| ocal -class roads and highways that were not on the
national system He stated that the Al aska H ghway System
recei ved substandard funding for nmaintenance. He pointed
out that 60 percent of the bridges were reliant upon the
smal l er slice of funding.

M. Otesen continued that the H ghway Trust Fund
approached zero dollars. He stated that Secretary Fox from
the United States Departnent of Transportation announced
that the H ghway Trust Fund would reach zero dollars before
the end of 2014. He pointed out that the fund had outgo

t hat was greater than incone, meani ng  del ays in
rei mbursenents to the states. When states bill the United
States Departnent of Transportation, delays wll ensue
unless a solution was found. He stated that the highway
required $40 billion to operate nationally and was
receiving approximately $30 billion in proceeds from the

vari ous categories of taxes.

M. Qtesen asked the question, "Wiy is the highway trust
fund not remaining solvent." One explanation was that |ess
people were driving nationally and the wuse of liquid
petrol eum fuels, the primary source of t axes, was
shrinking. Sone people bypassed taxes by driving cars that
operate without liquid petroleum fuel. He added that the
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hi ghway aut horization would expire at the end of 2014. He
opi ned that there was no easy solution to funding.

9:34:14 AM

Representati ve Thonpson asked about Al aska's t ot al
all ocation fromthe Federal H ghway Fund.

M. Otesen replied that Congress used a two-step process.
Initially an anount of noney was aut hori zed at
approximately $500 million. Each year a smaller anmount was
appropriated against the initial appropriation. He stated
that Congress appropriated approximtely 92 or 93 percent
of the authorized nunber.

Representati ve Thonpson asked about t he smal | er
appropriation.

M. Otesen replied $450 mllion.

9:35:12 AM

Representative Gara asked about the backlog of state
transportation projects. He stated that at $100 mllion per
year, it would take 200 years to address the $20 billion
backl og. He asked about spending for ferries, trails and
roads.

M. OQtesen replied that appropriations over the past 10-12
years were quite varied; $600 -$100 mllion in general
funds. He stated that the 2012 anount was approximtely
$700 mllion, but the contribution was nuch smaller since
t hen.

Co-Chair Austerman asked for further details for the
commttee regardi ng Representative Gara' s questi on.

M. Oteson agreed.

Representative Gara thought that the deliberative process
of prioritizing funds was reflected. Sone years the state
had funding to address transportation projects, while other
priorities arose on different occasions. He thought it fair
to allow the Ilegislature to continue determning the
| argest priorities every year regarding the creation of
j obs and econony.
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9:37:45 AM

M. Otesen agreed with the legislative prerogative. He
recalled that the 2012 capital budget was nearly $300
mllion greater than the amount requested.

Representative Gara noted that the $20 billion backlog
woul d continue to grow. He did not see how the |egislation
coul d address the enornous backl og.

M. Otesen replied that the Roads to Resources projects
were being transferred to Al aska |Industrial Devel opnent and
Export Authority (AIDEA) who was seeking a form of
resource-backed tolls to help build the roads, which would
remove the projects fromthe state budget. He noted efforts
to address transportation needs wthout accessing the
general fund.

9:39:10 AM

Representative WIson understood that federal funding m ght
not be available, as the state did not have the required
mat ch.

M. Otesen stated that he had worked for the Departnent of
Transportation and Public Facilities for 25 years, and in
that tinme had not seen a "federal dollar left on the table
for lack of match."” He acknow edged that the state was
nearing the end of match reserves. He did not predict that
2014 would vyield an insufficient match to cover the
requi red state nmatch.

Representative WIson asked about |ocal funding prograns.
She asked if the bill mght Iimt the choices nmade by the
| ocal prograns. She asked if the |ocal organization would
continue to exist.

M. OQtesen replied that the two organi zati ons known as the
Fai rbanks Metropolitan Area Transportation System (FMATS)
and the  Anchorage Met ropol i tan Area  Transportation
Sol utions (AVATS) were established under federal |aw and
received a portion of federal funds known as the sub-
al | ocati on. He explained that the state did not have the
ability to alter the requirenent. If federal funds were
acquired, the local boards would nake the decisions. The
ATIF woul d make decisions about its own program but not
about the noney sub-allocated to FMATS and ANMATS.

House Fi nance Committee 24 02/ 04/ 14 8:33 A M



9:40: 58 AM

Co-Chair Stoltze had difficulty with the simlarity to past
dedi cated fund exenptions. He included the Permanent fund
and the debate about its appropriate and actual use. He
noted only one nmjor use of the Permanent Fund, which was a
statutory use of earnings for distribution to the people of
Al aska. He stated that the education endowrent included a
provision preventing the legislative appropriation until
2013. He stated that the issue was placed before the voters
in 1990. He observed the serious nature of a dedicated
fund. He wondered if simlar restrictions on the proposed
| egislation m ght be consi dered. He noted that a
constitutional anendnent was an enduring |egacy change in
the law of the land. He referred to hinself as a history
nerd.

9:44:57 AM

M. Otesen commented about Map-21. He acknow edged the
difficult situation with the federal highway program and
congressional reauthorizations, but he renained hopeful
that the program woul d conti nue past Cctober 2014.

Co-Chair Austerman stated that the three bills would cone
back to the commttee. He suspected that the conmttee
would have further questions for the Departnment of
Transportation and Public Facilities.

9:46: 10 AM

SARAH LEFEBVRE, FAI RBANKS, CHAI R FAI RBANKS CHAMBER OF
COMVERCE (via t el econf erence) testified about t he
advant ages of the proposed fund. She stated that Federal
Transportati on Funding was unstable. She advocated for the
state's independence from the federal process. She noted
Representative Don Young visited Fairbanks and expressed
frustration with Alaska for the lack of such a fund. She
hoped to prevent future problens wth the fund's
establishment. She noted that the funding mechanism was
common in other states. She conmunicated strong support by
| ocal governnent in the |Interior for a state funded
program She touched on the project of a road to Tanana.
She opined that a state fund wuld benefit simlar
opportunities.
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9:50: 53 AM

KARL GOHLKE, FAI RBANKS, FRONTI ER SUPPLY CO. (via
tel econference) stated support for the legislation. He was
a menber of t he Fai r banks Chanber of Conmrer ce
Transportation Conmttee, the Alaska Mners Association,
the Association of General Contractors and the Alliance.
He noted that the various organizations spent conmttee
time discussing the infrastructure of projects and how
roads, bridges, airports and ports were inportant to nmjor
projects such as the TransCanada project. He commended the
| egislature for the passage of SB 21. He advocated for
consistency as a tool for planning for Alaska's future. The
initiative would help to get the Roads to Resources built
thereby inproving the econony of Al aska. He believed that
the initiative would take care of the FMATS and the AMATS.

9:55: 55 AM

TONY J OHANSEN, FAI RBANKS, GREAT NORTHWEST (via
tel econference), stated that Al aska had a great need for
infrastructure and mai ntenance. He testified in support of
the legislation. He |isted necessary inprovenents such as
deferred nmintenance and inprovenent of system capacity to
meet the grow ng population and expanding infrastructure.
He recalled simlar budget issues in the 1980s. He believed
that the state funded education, health and social services
and troopers while slashing Alaska's capital budgets. He
encouraged the continued developnent of the state's
infrastructure. The Alaska Transportation Infrastructure
Fund woul d provide the nmechanism to expand and inprove the
state's transportation i nfrastructure. W t hout t he
necessary infrastructure, Alaska would have no need for
school s, troopers or social services.

9:58: 40 AM

CHRI STI NE  KLEI N, ANCHORAGE, CALI STA CORPCRATION (via
tel econference), testified in support of the Ilegislation
packet. She enphasized that the initiative would help in
both rural and urban Alaska. She pointed out that 79
percent of funding for transportation projects in Al aska
originated from the federal governnent. She stated that
contributions for airports were approximately 93 percent
federal in origin. She noted pressure for state fund
revenue toward sonme of the projects. Sone prograns were
policy-driven with a focus on nmass transit; those projects
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were often prioritized over inportant projects in Al aska
She expressed support from her region, which consisted of
56 small villages with primary airport access. She noted
the difficulty of getting onto the STIP list, as the
backl og was so enornobus. She pointed out that the econony
depended on basic core infrastructure. She noted that the
infrastructure was necessary for a nore diversified and
st abl e econony.

10: 04: 45 AM

DAVID LEVY, ANCHORAGE, ALASKA MXBILITY COALITION (via
tel econference), testified in support of the |I|egislation
packet. He stated that he worked with Representative Peggy
Wlson on the issue for a nunber of years. The need for
transportation infrastructure was significant throughout
the state. The bill would help Al askans break the
connection with the federal governnent and take greater
responsibility with the transportation infrastructure.

10: 06: 25 AM

JOHN  MACKI NNON, EXECUTI VE DI RECTOR, AGC OF ALASKA,
testified in support of the legislation. He stated that he
wor ked for the Associated General Contractors of Alaska, a
construction trade association wth approximately 650
construction-related business nenbers. He stated that he
had served as deputy comm ssioner of the Departnent of
Transportation and Public Facilities for five years, where
he | earned about transportation needs and issues in Al aska.
He pointed out that the nodel proposed in the initiative
was utilized by 44 other states in the union. The appointed
menbers woul d understand the transportation needs in the
region and in the state with and prioritize the projects
based on facts r at her t han politics or ot her
considerations. He noted the fund' s stream of user fees
that work to replenish the fund. He stated that user fees
had anple support anong tax payers. Al askans | ove
transportation projects. He recalled only one bond issue
for transportation projects that did not pass. Because of
the size and limted transportation options in Al aska

Representative CQuttenberg appreciated the testifier's
per specti ve. He expressed confusion about how the
legislation would clear the way to new transportation
projects. He thought that the limted nature of the funding
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conpromised its appeal. He asked how the |[|egislation
sinplified the issue of transportation in the state.

10:12: 07 AM

M. MacKinnon replied that direct appropriations |argely
funded the entire project. Once the appropriation was nade
the project waited for design, permtting and construction,
which could take up to five years. The federal program
provided a known amount over the period of the bill's
reaut hori zation. The use was inefficient. The programmatic
spending was nore efficient than |unp-sum appropriations.
Programmati c spending allowed for a nore efficient process,
as opposed to |unp-sum appropriations. He expected the
federal subcategories would continue to exist under federal
aw. The proposed |egislation would establish a list of
projects in priority.

10: 14: 49 AM

Representative QGuttenberg noted that the process of
| egi sl ative overview remai ned unchanged. The |egislature
woul d continue to make the appropriation.

M . MacKi nnon contrasted Representati ve Quttenberg's
statenent with the nethods of federal funding. He nentioned
a single lunp-sum appropriation for the federal highway
program including a series of allocations. Wile working
Wi th t he Depart ment of Transportation and Publ i c
Facilities, he saw many projects funded that were not the
best use of the noney.

10: 16: 51 AM

Representative Costello asked if the testifier felt that
the process was working now. She asked for an exanple of
inefficiency in the current process.

M. MacKinnon recalled nultiple efforts for transportation
enhancenents with great spending requirenments. He opined
that |ost efficiencies were noticed when safety issues were
not prioritized above sceni c waysi des.

10: 19: 06 AM

Representative Costello noted her participation in the
governor's recreation and trails advisory board. She stated
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that the points system used was | ess valuable than an open
di scussion process. She asked if M. MacKi nnon was open to
changes in the legislation to allow the transportation
committee to be the end arbitrator of the w nning projects.

M. MacKi nnon was open to a nunber of changes. He |iked the
bill package because it provided a steady and predictable
stream of funding. The steady funding stream would allow
the legislature to participate in the decisions.

10: 21: 10 AM

BARBARA HUFF TUCKNESS, TEAMSTERS, testified in support of
the | egislation. She noted that she had Teanster nenbers in
all areas of the state transportation system She believed
in Representative Peggy WIlson's efforts to create a stable
funding source for state transportation projects. She
requested serious consideration and novenent of the bill
package.

10: 23: 08 AM

TOM BRI CE, ALASKA DI STRICT COUNCIL OF LABORERS, testified
in support of the legislation on behalf of the 6000 public
and private construction and road maintenance nenbers of
uni ons across the state.

Co-Chair Stoltze appreciated the process and he hoped to
pass the bill out of commttee.

Representative Gara recalled runors that the Departnent of
Transportation and Public Facilities spent noney to self-
perpetuate the agency. He noted the conponent of the bil
package that included a different proposal for educating
t he | egi sl ature about t he anal yzed transportation
priorities in Al aska. He had concerns about burning through
state savings. He expressed interest in the information
regardi ng frugal and efficient spending.

Co- Chair Austerman CLOSED public testinony.

HB 122 was HEARD and HELD in commttee for further
consi derati on.

HB 123 was HEARD and HELD in commttee for further
consi derati on.
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HIR 10 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNVENT

10: 27: 00 AM

The neeting was adjourned at 10:27 a. m
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