ALASKA STATE LEG SLATURE
HOUSE TRANSPCORTATI ON STANDI NG COW TTEE
January 29, 2015
1:04 p.m

VEMBERS PRESENT

Representati ve Neal Foster, Co-Chair
Represent ati ve Shel |l ey Hughes, Co-Chair
Represent ati ve Benj am n Nageak
Representative Louise Stutes
Representative Matt C aman
Representative Dan Otiz

VEVBERS ABSENT
Representative Charisse MIlett
COW TTEE CALENDAR

OVERVI EW  DEPARTMENT OF TRANSPORTATION & PUBLIC FACILITIES
(DOT&PF) - DEPARTMENT- W DE

- HEARD

OVERVI EW DEPARTMENT OF TRANSPORTATION & PUBLIC FAC LI TIES
(DOT&PF) - AVI ATI ON

- HEARD
PREVI QUS COMM TTEE ACTI ON
No previous action to record
W TNESS REQ STER

JOHN  BI NDER, Acting Comnm ssioner; Deputy  Comm ssi oner -
Avi ation, Departnment of Transportation & Public Facilities

Anchor age, Al aska

POSI TI ON  STATEMENT: Presented a PowerPoint overview of the
Department of Transportation & Public Facilities (DOTr&F) and
avi ati on program

CONNI E MACKENZI E, Legi sl ative Liaison

O fice of the Conm ssioner

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

HOUSE TRA COWM TTEE -1- January 29, 2015



PCSI TI ON  STATEMENT: Testified during the overview of the
avi ati on program

ACTI ON NARRATI VE
1: 04: 09 PM

CO- CHAIR NEAL FOSTER called the House Transportation Standing
Commttee neeting to order at 1:04 p.m Represent ati ves Stutes,
Claman, Otiz, Hughes, and Foster were present at the call to
order. Representati ve Nageak arrived as the neeting was in
pr ogr ess.

OVERVI EW DEPARTMENT OF TRANSPORTATI ON & PUBLI C FACI LI TI ES
(DOT&PF) - DEPARTMENT- W DE

1: 04: 24 PM

CO CHAI R FOSTER announced that the first order of business would
be a departnment -w de overview  of t he Depar t ment of
Transportation & Public Facilities (DOT&PF).

1: 05: 02 PM

JOHN  BI NDER, Acting Conmm ssioner; Deputy  Conm ssioner -
Avi ation, Departnent of Transportation & Public Facilities
(DOT&PF), stated that he currently serves as Acting Conm ssioner
and will for a few nore days until the new comm ssioner, Marc
Lui ken, arrives. In addition, he also serves as the Deputy
Comm ssioner - Aviation and he will continue in that position.
Today's briefing will be a broad overview of the DOI&PF since
the conmttee has previously heard overviews on the DOI&PF s
public facilities, surface transportation, and marine highway
system prograns. He would like to spend nost of his tine
presenting a PowerPoint on the DOT&PF' s avi ation program

1: 05: 49 PM

ACTING COW SSIONER BINDER said that during times of fiscal
constraint it is very inportant to ensure that the departnent's
day-to-day activities feed back to the statutory requirenents
[under AS 44.42.020] [slides 2-3]. Instead of reading the
entire statute to menbers, he focused on and identified Kkey
words in the DOT&PF s statute that outline its authority,
including to plan, design, construct, and study existing
transportation nodes; devel op conpr ehensi ve | ong-range
transportation plans, and cooperate and coordinate with federal,
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state, and l|ocal governnment agenci es. He al so enphasi zed that
the departnent "shall" study alternative neans of transportation
in the state. In addition, the departnent has the
responsibility to develop and manage facilities and supervise
aeronautics, ensuring that air carriers operate in accordance to
statute. Further, the DOT&PF inspects weights and neasures,
i ncluding nmonitoring comrercial vehicle enforcenent by operating
wei gh stations.

ACTI NG COWM SSI ONER BI NDER hi ghlighted the departnment's m ssion
to "Keep Alaska Myving through Service and Infrastructure”
[slide 4]. The departnment acconplishes this by providing day-
to-day services, such as maintenance and operations (M&O to
keep roads cleared, airports open, and ferries running to serve
Al askans. Al aska faces significant challenges conpared to other
states since Al aska provides multi-nodal access. He enphasi zed
the inportance of transportation infrastructure to assist in
finding opportunities for exploration and devel opnent of areas
in Al aska that have not yet been touched.

1: 07: 51 PM

ACTI NG COWM SSI ONER BI NDER revi ewed the DOT&PF s organi zationa
structure, comenting that the new comm ssioner, Marc Luiken,
will begin work next week [slide 5]. Currently, the DOT&PF has
three deputy commi ssioners, with Kim Rice overseeing highways,
the equipnent fleet, and the new information systens and

services division. He stated that he serves as the deputy
commi ssioner overseeing the aviation system including the
international airport system the rural aviation system and
measur enent standards and commercial vehicle enforcenent. The

departnment has one vacant deputy conmmi ssioner position that
oversees the marine highway system and special projects, he
sai d. Rob Canpbell <currently serves as the Central Region
director and also as acting director of the Northern Region. He
stated that the SouthCoast Region director's position recently
becane vacant, as well. He anticipated that the DOT&PF will
work with the new administration to fill the vacant director
posi ti ons soon.

1:08: 56 PM
ACTING COW SSIONER BINDER highlighted that the Aviation
Advi sory Board, Marine Transportation Advisory Board, and Knik

Arm Crossing, formerly KABATA, all fall under Comm ssioner
Lui ken.
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1: 09: 43 PM

ACTI NG COW SSI ONER BI NDER directed attention to the executive
organi zation and the nmanagenent team consisting of the
comm ssioner, the three deputy commssioners and the three

regional directors [slide 6]. In the past 18 nonths, the
departnment has been working so all deputy conm ssioners work
across nodes and avoid silos, noting each one wll still have

the technical responsibility of overseeing their respective node
of transportation. First, nanagenment has worked hard to inprove
conmuni cations, attenpting to avoid using jargon and using plain

tal k instead. Second, despite the fiscal resource challenges,
the departnent has a policy of "no whining”" and managenent, in
particular, recognizing it has sufficient assets to do the job
In fact, many functions the departnent provides can't be
predicted due to the influences of the weather. Finally, the
departnent tries to find ways to achieve its goals wthout first
saying "no." Utimately, "no" is sonmetines the right answer,

but there's usually a better way to initially respond, he said.
1:11:19 PM

ACTING COVWM SSIONER BINDER reviewed the DOT&PF s assets
i ncluding highways, airports, harbors, ferries, and weigh
stations [slide 7]. In response to Representative Stutes, he
offered to provide information on how many of the 11 ferries
operate 12 nont hs per year.

ACTI NG COW SSI ONER BI NDER directed attention to the Governor's
Endorsed FY 16 Budget totaling $628 nillion. This includes a
small sliver of federal funds designated for federally-nmandated

prograns, $286 million in program receipts, and $85 mllion for
the International Airport System (Al AS), even though the airport
system generates its own revenue through rates and fees. He
said the general fund [of $339 million] is self-explanatory. In

response to a question by Representative C aman, he answered
that the Governor's endorsed capital budget figures being
di scussed today were submtted by Governor Wal ker [slide 9].

1:13: 30 PM

ACTING COWM SSIONER BINDER reported on the proposed capital
budget at $1.2 billion, with the mgjority of funding stenm ng
from federal funding. He pointed out slivers on the pie chart
that represent the general fund nonies that cover deferred
mai nt enance, harbor grants to nunicipalities, and general fund
mat chi ng fund noni es. O her slivers show the anmount designated
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for international airport funds, which are not general fund

funds, with about $12 nmillion for statutory-designated program
recei pts for cooperative reinbursable grants to nunicipalities
for the purpose of wutility relocations that will be reinbursed

by muni cipalities.
1:14: 20 PM

REPRESENTATI VE NAGEAK asked whether the [International Airport]
construction bonds are state bonds.

ACTI NG COMW SSI ONER BI NDER answered that those funds are derived
from airport-generated rates and fees to carriers. In further
response, he explained that the airport has statutory authority
to i ssue construction bonds via the Departnment of Revenue.

1:15: 05 PM

ACTING COWM SSIONER BINDER offered that the departnent has
reported on sonme of its major capital projects and is schedul ed
to go into a little nore detail on the Knik Arm Crossing (KAQC),
formerly the Knik Arm Bridge & Toll Authority (KABATA), and the
Juneau Access (JA) projects. Al t hough the departnment currently
has contracts in place and has perfornmed sone prelimnary design
work on these projects, any discretional funding or additional
f undi ng has been pl aced on hol d per the governor's
adm ni strative order, AO 271. Conmi ssi oner Lui ken and the
admnistration will review those projects and the DOT&PF wil |
keep the conmittee inforned on updates to the projects [slide
10] .

1: 15: 52 PM

CO CHAI R FOSTER asked the departnent to provide expenditures and
budgets for the big transportation projects.

1:16: 29 PM

CO CHAI R HUGHES said she appreciated the departnent referring to
the projects as "big projects” instead of negaprojects. She
rel ated her understanding that AO 271 directed the departnent to
halt discretionary spending on the Knik Arm Crossing (KAC) and
the Juneau Access (JA); however, she asked whether the
adm nistrative order also halted spending on the Al aska C ass
Ferry (ACF) and the W Tustunena replacenent or if these
projects were still on the "big projects” |ist.
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ACTI NG COWM SSI ONER BI NDER answered that the departnment has
paused projects but AO 271 only affected the Knik Arm Crossing
(KAC) and the Juneau Access (JA) projects.

1:17: 06 PM

REPRESENTATI VE STUTES presumed that the difference between the
Al aska Class Ferry (ACF) and the W Tustunena is that the ACF is
essentially an inter-island vessel and MW Tustunena is an ocean
goi ng vessel

ACTI NG COW SSI ONER BI NDER answered that is correct; the Al aska
Class Ferries will be smaller fast vessels designed for quicker
round trips of shorter durations whereas the M/ Tustunena is a
| arger mainline vessel designed to carry |arger payl oads.

1:17:58 PM

ACTING COW SSIONER BINDER highlighted the DOT&PF s 2014
acconplishnents, comenting that nmuch of what the departnent
does goes unnoticed unl ess sonething goes wong [slide 11]. The
departnent provides routine services and operations, including
mai nt enance prograns to keep roads and airports functioning.
The department's capital program |last year was slightly over $1
billion and that appropriation will provide funding on projects
for the next couple of years. In addition, the departnent
i nspects several hundred commercial vehicles each day at weigh
stations. The departnment al so neasures scal es, fuel dispensers,
and natural gas dispensers as part of its weights and measures
function. In response to a question by Co-Chair Foster, he
reported that Dan Smth is the current division director, but
the function also falls under his deputy comm ssioner
responsi bilities. In further response, he agreed that Dan
Breeden was the prior director.

1:19: 00 PM

ACTI NG COW SSI ONER BI NDER directed attention to the Information
Services and Systens Division (I1SSD) previously nentioned. He
offered that the departnment is excited about the information
techy consolidation. He characterized the prior information

technol ogy function as a group of little groups performng well
in their respective functions and divisions; however, the IT
functions were not being coordinated departnent-w de. Thus, the
departnment had nunerous versions of Adobe Acrobat, AutoCAD, and
ot her conputer prograns being used. The departnent has since
consolidated its IT functions into a single division in Juneau
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and the DOT&PF anticipates great advantages, including planning
for future operations and infrastructure needs.

ACTI NG COW SSI ONER BI NDER offered that the big driver to nake
regi onal boundary changes [and create the SouthCoast Regi on] was
to even out the workforce. He reported that the Central Region
has experienced rapid growh in population in the Anchorage bow
and the Matanuska-Susitna valley areas thereby dramatically
increasing the Central Region's workload, but the Southeast
Regi on remai ned constant. The federal MAP 21 [Moving Ahead for
Progress in the 21st Century Act] funding focused on |arger
popul ation urban areas and the National H ghway System (NHS),
which has shifted capital project work to the Central Region.
He anticipated additional efficiencies in the departnent by
consolidating the harbors, ferries, and coastal environnent,
coastal engineering and design in the SouthCoast Region in
Juneau.

1: 21: 12 PM

CO- CHAIR FOSTER asked for <copy of the map that shows the
previ ous boundaries and the current boundaries.

1: 21: 22 PM

CO-CHAIR HUGHES asked for further clarification on what was
conbi ned or shaved off.

ACTI NG COMM SSI ONER BI NDER asked nenbers to imagine a map of the
state, noting that the area including the Aleutian Chain to
Sout hwest Al aska was noved to the Southeast Regions. Thus, the
two big peninsulas are now part of the SouthCoast Region, along
wi th Sout heast Al aska. In response to Co-Chair Hughes, he
agreed that the Aleutian Chain was previously part of the
Sout hcentral Region.

1:21: 53 PM

ACTI NG COW SSI ONER BINDER reiterated that the federal MAP 21
creates challenges since it directs federal funding to urban
ar eas. Therefore, the departnment will have considerably |ess
flexibility in funding projects in smaller comunities or to
nore evenly distribute the federal highway funds across the
st at e. He predicted that nore state funds will be needed to
acconplish projects in smaller areas and communities.
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ACTI NG COWM SSI ONER BI NDER advi sed menbers that the DOT&PF has
been consolidating and working to find efficiencies to reduce

its overall budget . Besides the |IT consolidation, the
department has recommended increased use of deicing chenmicals on
at intersections and on roads in |arger population centers. In

fact, deicing chemcal use saves tine and overtine needed to
clear roads during freezing rain or heavy snow since the roads

clear much easier with the deicing coating. Next, DOT&PF has
al so been using tow plows in several areas to allow for multiple
lane clearing using one vehicle. Further, the DOT&PF has

reclassified a mai ntenance and operations foreman who can fly in
a state-leased aircraft to rural villages and provide training
to rural contractors who often |ack heavy equi pnment experience.
Since this "flying foreman" also has electrical expertise, the
DOT&PF can avoid contracting with Anchorage el ectricians. Thi s
training also helps reduce damage to equipnent, runways, and
lighting systens. The departnment hopes to expand this nodel to
other parts of the state, such as Fairbanks, Kotzebue, and None
[slide 12].

1: 24: 03 PM

ACTING COW SSIONER BINDER directed attention to inpacts the
fiscal constraints may have. \While the departnent will maintain
its priorities of keeping the major roads and airports cleared,
budget reductions will likely result in increased tine to plow
roads and depending on the weather events, will likely add a few
extra hours or an extra day to clear side roads.

OVERVI EW DEPARTMENT OF TRANSPORTATI ON & PUBLI C FACI LI TI ES
(DOT&PF) - AVI ATI ON

1: 24: 58 PM

CO CHAI R FOSTER announced that the final order of business would
be an overview of the Departnment of Transportation & Public
Facilities - Aviation.

1: 25: 15 PM

ACTI NG COW SSI ONER BI NDER said that his passion is aviation and
Alaska is an exciting place to be since Al aska has the |argest
aviation systemin the world. The Alaska International A rports
System (AIAS) consists of Anchorage and Fairbanks airports.
Al though the Juneau airport is also an international airport, it
is not a state-owned facility. He directed attention to the
AIAS mssion statenent, "To keep Alaska flying and thriving,"
which relates to the AIAS s focus of generating its own rates
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and fees. The rural or Statewide Aviation (SWA) m ssion
statenent, "To sustain and inprove the quality of life
t hroughout Al aska,"” relates to the inportance of aircraft to
rural villages and with 82 percent |acking roads, the rural
airports provide critical access to services and goods, he said.

1:26: 25 PM

REPRESENTATI VE NAGEAK expressed concern that the state aviation
system in Bush Al aska |acks conpetition. Constituents regularly
report that the cost of flying between the villages is extrenely
costly and places hardships on them when they want to visit
famly or friends in other villages. In fact, the cost is very
high even if the travel distance between villages is only 75-90
mles, he said. He asked what can be done to reduce costs and
i ncrease conpetition.

ACTI NG COWM SSI ONER BI NDER answered that the nessage is "loud
and clear."

REPRESENTATI VE NAGEAK interjected by asking whether roads are an
opti on.

ACTING COWM SSI ONER BINDER responded that it would be one
option, but in the long run roads are nore expensive to nmaintain
than airports. In terms of conpetition, a large nunber of
communities fall under the federal essential air service. Thus,
the US Departnment of Transportation (US-DOT) does subsidize the
air carriers in villages to reduce costs, but it is still very
expensi ve.

1:28: 31 PM

REPRESENTATI VE CLAMAN asked how well the Alaska International
Airports System (AIAS) is doing to reach its goal of self-
sufficiency, essentially self-funding through revenues.

ACTI NG COW SSI ONER BI NDER answered that AIAS is required to be

sel f-sufficient. The AIAS covers all its costs through rates
and fees. He offered to cover this in nore detail in his
Power Poi nt; however, if the AIAS did not collect enough, the
carriers would be charged to nmake up the difference. He

reported that no state general funds are directed to the
i nternational airports.
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REPRESENTATI VE CLAMAN asked for further clarification as to
whet her the funds are directed to the AIAS or if the funds go to
the general fund and are reappropri at ed.

ACTI NG COW SSI ONER BI NDER answered that the funds are deposited
directly to the International Airport Revenue Fund and not to
t he general fund.

1: 29: 28 PM

CO CHAIR HUGHES asked for the anpbunt of the federal subsidy to
rural carriers and if the subsidy is typical for other rural
areas in the Lower 48.

ACTING COW SSI ONER BINDER answered that it varies by each
| ocati on. The US Departnent of Transportation puts out request
for proposals (RFPs) for contracts to carriers, typically every
two years and the contracts are awarded to the |owest offers
with carriers subsidized to at |east break even to operate the
route.

1: 30: 26 PM

CO CHAIR HUGHES asked whether rural <carriers receive (greater
federal subsidies than those in the Lower 48 due to the |onger
di stances and associ ated cost of travel in Al aska.

ACTI NG COW SSI ONER BI NDER answered that Alaska is essentially
the last state to receive an essential air service (EAS
subsidy, noting the rest of the US does not receive any
essential air service funds.

CO-CHAIR HUGHES asked whether the DOT&PF is concerned about
losing the funds or if the departnent is confident that these
funds will continue.

ACTING COW SSIONER BINDER answered that the essential air
service (EAS) and the bypass mail system funds continue to cone
under scrutiny when the budget comes up in the Congress every
few years. The federal subsidy for the bypass mail system hel ps
to greatly reduce the cost of noving goods in Al aska, as well
He said the DOT&PF keeps engaged with Alaska' s Congressional
Del egation in Washington D.C., noting that the delegation is
awar e of these subsidies.

1: 31: 38 PM
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CO CHAI R FOSTER asked whether nmany comrunities or just a few
receive the essential air service (EAS).

ACTI NG COW SSI ONER BI NDER answered that approxinmately 50 very
small locations receive the essential air service (EAS) since
carriers would not be able to nmake enough noney by providing
that | evel of service to the villages.

1: 32: 01 PM

CO- CHAIR FOSTER recalled there was an issue related to why
Littl e Di omede was not included on the EAS I|i st.

ACTI NG COW SSI ONER BI NDER answered that the Federal Aviation
Adm nistration (FAA) changed its regulations in the late 70s,
with respect to eligibility. Any community that was currently
receiving air service was eligible for EAS, but since Little
Di omede did not have a runway at the time, it did not receive
service; and therefore, Little D onede was technically not
eligible for the program He reported that the DOT&PF has been
able to get Little Dionede into another program to help to
subsi di ze about half of the air service.

CO CHAIR FOSTER commented that Little Dionede Island has a
runway a few nonths every year on the ice. He recalled that the
comunity uses a tractor to create a runway on the ice and
pretty decent sized airplanes land on Little Di onede.

1: 33:11 PM

ACTI NG COW SSI ONER Bl NDER directed attention to t he
organi zation and |eadership structure for the aviation system
He stated that he serves as the executive director for the
Al aska International Airport System (AlAS). He reported that
the AIAS was created by statute many years ago, that it
currently operates as a system although there were sone years
when the Anchorage and Fairbanks airports conpeted with one

anot her [slide4]. The DOT&PF has conbined nmany of the
functions, including the conbined airport systens office that
handl es adm nistrative functions, the information technol ogy,
| easi ng, and concessi ons. The FAA requires a master plan for

each of the international airports every few years.

ACTI NG COWM SSI ONER BI NDER AIAS reported that the mgjority of
the revenue for the AIAS system stens from Asian carriers
passi ng through with cargo. He enphasized the inportance for
carriers to know they have an alternate airport to use, noting
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that both airports have never been closed at the sane tineg,
despite vol cano eruptions and storns.

1:34: 41 PM

CO- CHAI R HUGHES asked whether it was unusual for a state to own
the two najor airports in the state.

ACTI NG COW SSI ONER BI NDER answered yes; that nost states have
an aviation division, but that typically entails cooperating
with nunicipalities that own the airports.

1: 35: 08 PM

REPRESENTATIVE ORTIZ nentioned that Juneau [International
Airport] is not owned by the state. He asked whether that is
al so true for the Ketchikan airport.

ACTI NG COWM SSI ONER BI NDER answered it is true for Juneau, but
not for Ketchikan. The state actually owns the Ketchikan
ai rport and Ketchi kan [ Gateway Borough] leases it fromthe state
and operates it. They charge their own rate structure to try to
generate as nuch revenue as possi bl e.

REPRESENTATI VE ORTI Z asked whether Ketchikan Gateway Borough
(K@) has any financial commtnment with the state.

ACTI NG COW SSI ONER BI NDER answered that as of several years ago
the Ketchi kan Gateway Borough has not been able to generate
sufficient revenue to cover its costs; in particular, since they
must operate the ferry between the mainland and the airport.
Thus, the state has started providing a subsidy to the K@ in
t he past couple of years, he said.

1: 36: 18 PM

ACTING COW SSIONER BINDER directed attention to the annual
revenues and operations, naintenance, and debt costs, stating
t hat generally the operating cost for the AIAS runs
approxinmately $85 nmillion, with approximately $450 mllion in
debt in bonds [slide 5]. As stated earlier, this revenue is
generated from landing fees, fuel flowage, and term nal rates,
which typically are generated from the carriers. The rest of
the itens are divided between concessions and public parking,
wi th passenger and facility charges (PFCs) being the few dollars
charged to each ticket that help to cover termnal costs. The
AIAS is required by debt service and bond covenants to raise 125
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percent of the debt service for that year, which ends up driving
rates and fees, as well, he said.

1: 37: 35 PM

ACTI NG COWM SSI ONER BI NDER pointed to the graph that shows the
cargo activity [slide 6]. He indicated that the chart
represents cargo activity, color-coded, wth cargo shown in
Iight blue, passenger traffic shown in green, and internationa
passenger traffic shown in purple. The intrastate cargo shown
in very dark blue 1is significant to the carriers and
comunities, but represents a snall percentage of the cargo
nmoved through the airports. He pointed out that since 2007, the
airports are down about 30 percent in overall cargo. In fact,
cargo is just now beginning to stabilize and passenger service
is beginning to increase, he said.

1:39:18 PM

REPRESENTATI VE CLAMAN said his district has continued interest
in the Anchorage International Airport. He referred to the
graph, on side 6, and said it was not likely that the airport

will stabilize back to the 2007-2008 | evels. He asked for his
perspective on expansion issues and the length of time before it
will be necessary for the airport to expand. He suggested that
based on the chart, it mght be many years before expansion wl|
be necessary.

ACTI NG COW SSI ONER BI NDER answered that he is absolutely right.
The airport handled significantly greater traffic many years ago
W t hout an i ssue. He predicted it would be quite sone tine
before the cargo activity reaches those |evels. In addition,
Anchorage and Fairbanks international airports just conpleted
their master plans. For the first tine ever, the two airports
wor ked together to designate the other as alternates. He
characterized the cohesiveness by stating that Anchorage already
has a fourth runway, but it just happens to be 150 niles to the
north. Rather than using a cal endar, the departnent bases it on
trigger events, such that if carriers start conplaining about
delays per flight, it wll be tine to consider expansion.
Further, the airports have other options such as flight
patterns, and which runway to use for departures. Wil e those
deci sions can optim ze operations, it can create nore of a noise
issue since it may nmean aircraft taking off over the city during
sonme of the peak periods during the day.

1:41: 42 PM
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REPRESENTATI VE CLAMAN suggested that any trigger events that
coul d affect operations seens quite a long tine away.

ACTI NG COW SSI ONER BI NDER answered that is absolutely right,
that part of it relates to carriers using larger, nore efficient
aircraft, which has resulted in the sane anobunt of cargo being
transported with fewer | andings. The effect is to increase
cargo capacity w thout inpacting takeoff and |landing tines, even
t hough revenue is also reduced since the airport charges per
[ andi ng.

1: 42: 19 PM

CO CHAI R HUGHES sai d she hopes for greater economic diversity in
the comng years, as well as an earlier trigger point resulting
perhaps from China's mddle incone popul ation causing increased
demand for goods. Referring to the cargo depicted in |ight blue
on the chart on slide, she recalled hearing that planes arrive
in Alaska full, but do not return full so open capacity exists.
She asked for confirmation on whether open capacity exists on
flights returning to Asia.

ACTI NG COW SSI ONER BI NDER answered yes; however, open capacity
is less due to the aforenentioned dynamc, in which the grow ng
Asian mddle class can now afford the higher dollar itens
Anerica tends to produce. This means |less and |less space is
available on the return travel, resulting in large cargo vol une
and extra landings for refueling due to transporting extra
wei ght .

CO CHAI R HUGHES renarked that this is good news.
1:43: 45 PM

ACTING COWM SSIONER BINDER directed attention to the primary
revenue drivers and airfield activity through Septenber 2014,
al though he noted he has wupdated information through Decenber
31, 2014 not shown on the graph [slide 7]. The green line
currently tracks slightly above the red |ine. He said this is
encouragi ng and speaks to the stabilization in the cargo narket;
however, these trends are not just in Anchorage but are
wor | dwi de trends. He explained that all airlines suffered
during the recent depression in 2008-2009, as well as from fl eet
changes.

1: 44: 32 PM
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ACTI NG COW SSI ONER BI NDER turning to passenger activity, said
that Alaska has seen a dramatic increase in international
passenger traffic charter service in the wnter. The Asi an
mar ket has been excited about experiencing northern lights in
the wnter. He reported that Changsha, a city of 7 mllion
people in the Hunan province of China began its first flight on
Decenber 28, 2014, and  will have regularly schedul ed
international service in March to several US destinations, all
passi ng t hrough Anchor age.

ACTI NG COW SSI ONER BI NDER directed attention to the operating
agreenent with carriers, stating that the 10-year operating
agreenent was established in July, consisting of 30 signatory
airlines who have the agreenent with carriers. He explained the
process, noting that the agreenment is a residual agreenent.
This nmeans the AIAS sets its fees based on projected operational
costs. At the end of the year, if costs are not net, the AlAS
will send out billings to charge for the difference. The
advantage for the airlines is slightly reduced rates over non-
signatory carriers, plus the carriers have a nuch greater say in
the type of infrastructure upgrades or termnal inprovenents, or
capital projects the airport will wundertake since they have a
vested interest in the facility. The departnent has greatly
i mproved conmmunication with carriers. He said the carriers |ove
t he Anchorage and Fairbanks airports and he is excited about the
rel ati onship.

1:46: 37 PM

CO CHAI R FOSTER asked whether it would be possible to obtain a
list of the signatory airlines and the nenbers of the Al aska
Avi ation Advi sory Board (AAAB).

ACTING COWM SSI ONER BINDER answered vyes; noting the Al aska
Aviation Advisory Board (AAAB) consists of 11 nenbers, but
i ncl udes representatives of conpanies such as Northern Air Cargo
and FedeEx, as well as public nmenbers.

1:47:35 PM

CO CHAI R HUGHES asked for interaction between the AIAS and the
Al aska Avi ation Advisory Board (AAAB) and the role of the AAAB.

ACTING COW SSIONER BINDER replied that Lee Ryan, Vi ce-

President, Ryan Air serves as the AAAB's Chair. He i ndicated
that he speaks with him regularly. The board holds regular
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tel econferences, as well as several board neetings per year to
di scuss aviation, the budget, and maintenance and operations
I ssues. Most of the board nenbers are heavily involved in
carriers serving rural conmunities so they provide feedback and
suggested inprovenents. As the deputy conm ssioner of aviation

the comm ssioner has delegated the primary interaction to him
he said. Further, the conm ssioner often attends these board
nmeeti ngs, he said.

CO CHAI R HUGHES asked whet her the Al aska Aviation Advisory Board
(AAAB) considers issues and challenges on an ongoing basis and
provi des annual recomendations or if the board has statutory
gui del i nes. She further asked whether the board nust nmake
annual recomendations and if he could expand on the AAAB' s
rol e.

1:49: 14 PM
ACTI NG COW SSI ONER BI NDER answered that the AAAB has a charter

signed in 2003 or 2004, wth specific guidelines, including
providing specific recomendations related to budgeting,

operations, maintenance, and capital projects. Thus, the AAAB
constantly reviews those docunments and provides input from the
board' s perspective. Menbers serve three-year terns and terns

are offset, he said.

ACTI NG COW SSI ONER BI NDER stated that the airport works to keep
its business base and tries to expand the business [Strategic
Planning and Marketing, slide 10]. From the airport's
perspective, he characterized the task as nearly inpossible to
acconpl i sh; however, the airport works to invest in the business
it has, help carriers expand their business locally, and to

retain its custoners. The strategic plan was just updated in
Decenber, to figure out sonme of the key initiatives for this
next year. The airport has included a business plan that has

focused on how to add value to the cargo passing through the
ai rport. Currently, the AIAS is just serving the airports and
has very little input in what happens with the cargo. For
exanple, certainly if it 1is possible to receive lots of
different pieces for an assenbly or distribution center, such as
Amazon, value could be added to the cargo, which could benefit
the community and the state.

ACTING COW SSIONER BINDER, in ternms of the marketing plans,
reported that 90-95 percent of the cargo that cones through the
AIAS is via Asian carriers. As executive director of the AlAS,
he hel ps carriers understand the uni queness of using Al aska; for
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exanple, the DOI&F s |aws have provisions regarding cargo
transfer rights that don't exist in the rest of the country.
Most of the | eadership changes every few years so it's necessary
for the AIAS to provide ongoing information to these carriers.

ACTI NG COW SSI ONER BINDER stated that the AIAS accounts for
about 1 in 10 jobs in Anchorage [slide 10].

1:52: 19 PM

COCHAIR HUGHES, in addition to the Econonmic Devel opnent
Corporation, said she hoped the AIAS communicates wth the
Division of Econom c Developnment for statew de opportunities,
especially wth the open cargo.

ACTI NG COMW SSI ONER BINDER, in terns of seafood, explained that
Asi an markets have different preference, such as they want the
heads on fish whereas in Alaska, fish processing typically
renoves the heads. The department has been working wth
fishermen on issues such as these. He offered his belief this
coul d provide sone opportunity for westbound cargo traffic.

1: 53:19 PM

CO CHAIR HUGHES al so suggested contacting Geg WlIlf, executive
di rector for t he Wworl d Tr ade Center, to di scuss t he
af orenenti oned Asi an nar ket needs.

1:53: 38 PM

ACTING COWM SSIONER BINDER directed attention to the naster
pl ans, which are updated every ten years. He reported that the

master plans are finalized, the process went well, and the AIAS
had lots of comunity invol venent. The | ast update in the 2005
was not very successful, in part, by trying to set dates for new

airport infrastructure; however, he said he is happy with the
direction the AIAS took this tine.

1:54:10 PM

ACTI NG COW SSI ONER BI NDER directed attention to the statew de
avi ation scope and scale [slide 13]. He stated that of the 249
ai rports, DOT&PF personnel staff 50 airports and the renainder
are contract personnel with the local communities and vill ages.
Using local staff requires significant training and oversight to
ensure that the airports receive good nmaintenance and
oper ati ons. He rel at ed t hat t he Feder al Avi ati on
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Adm nistration's Code of Federal Regulations (CFR), Part 139,
relates to certificated airports and is based on the size of the
aircraft that fly into the airport. For exanple, any airport
that Alaska Airlines flies to must be certificated under the
FAA, Part 139, which requires increased mai ntenance and scrutiny
to ensure that the airport is operating safely. In addition,
these airports nust have crash and fire rescue capability
avai | abl e.

ACTI NG COWM SSI ONER BI NDER stated that the rural system is not

self-sustaining and incurs approximately $35 mllion in
operating costs, but only generates approximately $5 million
t hrough | easing revenue from the tenants at those airports. He

characterized the rural airports as being heavily subsidized by
t he general fund.

1:55:42 PM

ACTI NG COW SSI ONER BI NDER hi ghli ghted sonme of the FY 15 and FY
16 projects. He said that the FAA breaks out the funding by
runway safety, pavenment rehabilitation, rural access and
bui | di ngs. The runway safety project at ADAK was a
congressi onal nmandate [slide 14].

1:56:11 PM

CO CHAI R FOSTER asked whether conmunities seeking to have their
airport runway |engthened, which is federally funded, nust
adhere to requirenents and criteria so it largely determ ned by
the FAA or federal governnent. He asked if the FAA nakes
decisions on runway |engthening or whether the state has any
role in the determ nation.

ACTI NG COW SSI ONER BI NDER answered that the state has a |arge
say since the FAA requires states to have sone type of scoring
system in place to prioritize projects. The FAA nmandates that
it sonewhat follows the national scale, although sone |eeway
exists for disparities or differences in Alaska as conpared to
other states. The FAA has ascribed to the prioritization system
the state uses. He said that if the state decided to select
something wth a |ower priority, the state nust have
justification to do so. For example, it's possible that
fl ooding at breakup m ght occur or sone other situation could
counteract the funding. Wth respect to the grant assurance
process, the FAA requires "a whole bunch of strings" that the
state nmust do to maintain the airport for the future.
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1: 57: 35 PM

CO CHAI R FOSTER asked whet her runway extensions are part of the
Surface Transportation | nprovenent Plan (STIP).

ACTING COW SSIONER  BINDER answered that the D vision of
Statewi de Aviation has an Aviation Spending Plan, which simlar
to the STIP.

1: 57: 57 PM

REPRESENTATI VE NAGEAK, with respect to the Kotzebue and Barrow
airports in his district, reported that the termnals are very
small in Barrow and the parking is horrendous. Al t hough there
isn't any room for expansion on the town side of the runways,
especially in Kotzebue, there is sone space on the south side of
Bar r ow. He asked whether there are any plans to expand on the
stat e-owned | and and renedy the probl ens.

2: 00: 05 PM

ACTING COW SSIONER  BINDER answered that the Division of
Statewi de Aviation just conpleted the master plan in Barrow,
which is the starting point for the FAA He acknow edged t hat
depending on the decisions on Shell offshore devel opnent, the
need for expanded infrastructure wll be significant.
Currently, the division will determne the traffic need with be
there. He agreed that certainly south of the Barrow airport and
around Kot zebue, due to type of |and, upgrades are trenendously
expensi ve. The FAA requires be a denonstrated need or valid
forecast for the air traffic need if the state is to pursue
upgrades; however, the FAA does not get involved in econonic
devel opnent projects, which fall nore on the state, he said.
Thus, the division nust wait to show a denonstrated need, he
sai d.

REPRESENTATI VE NAGEAK mai ntai ned there is a need.
2:01: 31 PM

CO-CHAIR HUGHES asked for further clarification on the rural
access category of FAA construction projects [slide 14].

ACTI NG COW SSI ONER BI NDER stated that many rural areas have old
or outdated lighting systens, instrunment approach navigational
aids to allow aircraft to use the facility in inclenent weather
or at night that inpact access. In addition, when carriers
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upgrade their fleet to larger aircraft they need |onger runways
to land and take-off. These projects are rolled into the
prioritization system since there would be a denonstrated need
for the expanded infrastructure.

2:02: 21 PM

CO- CHAIR FOSTER, on a personal note, said he has flown into at
| east 40 airports throughout the state. He characterized the
program as being first rate and commended Acting Conm ssioner
Bi nder .

ACTI NG COWM SSI ONER BI NDER acknow edged his staff does a great
j ob.

2:02:47 PM

ACTI NG COW SSI ONER BI NDER said the FAA requires each state to
have an Al aska Aviation System Plan (AASP) [slide 15]. These
conprehensive plans nust include the airports for that state.
Certainly, the DOT&PF owns so nany airports that it tends to
focus on the state owned airports; however, he has been working
hard to include sonme of the rural airstrips and munici pal - owned

| ocations, as well. He highlighted sonme of the projects and
plans in the AASP, including the Capital | nprovenent &
Mai nt enance Program essentially provides a conprehensive needs
assessnment, including future forecast, an assessnent of the

current status, and what needs to be wupgraded and fixed.
Referring to the FAA Performance Measure Scorecards, he said the
FAA is required to provide personnel classification nunbers for
all 19 airports. He said the FAA requires fees be at fair
mar ket value and the state prepares an Econom ¢ Regi ons Report
that breaks up the state into economic regions to better
calculate the fair market value, which can be challenging due to
t he subsistence in rural Al aska.

2:04:17 PM

ACTI NG COW SSI ONER BI NDER directed attention to the aviation
challenges in the future [slide 16]. He said that the biggest
challenge in Alaska is the distance to Wshi ngton DC. He said
that when federal agency staff fly to Anchorage or Fairbanks,
they think they have seen Alaska. It doesn't begin to touch the
chal  enges Al aska faces in rural Al aska aviation so he works to
bring staff to fly to rural village communities to see the
chal l enges that these communities face. He reported that the
current FAA federal funding authorization bill wll expire on
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Sept enber 30, 2015 so the reauthorization process is underway.

Typically, Al aska has fared pretty well, wusually approximtely
$180-3%200 mllion in airport funding. He hoped that would
cont i nue. In terms of winter maintenance, the division is in

its second year for using chem cals the EPA requires for runway
icing. He expressed concern since the new chemcals are half as
effective and twice as expensive;, however, the state doesn't
have any choi ce. Fortunately, Al aska has experienced mlder
winters, which helps with road clearing and snow renoval, but
airports hover at the freeze-thaw tenperatures, which cause
icing and freezing rain conditions instead of col der
tenperatures that allow easy snow renobval at airports. |In
response to Co-Chair Foster, he indicated the approximte costs
are $1 to $2 mllion in Anchorage and Fairbanks. He offered to
provide the statewide figures to the commttee.

2: 06: 51 PM

CO CHAIR FOSTER recalled that shipping oxygen in Nonme was an
i Ssue. He asked whether it was resolved and if the hospita
obt ai ned a wai ver.

ACTI NG COW SSI ONER Bl NDER was unsur e. He surmsed it is not an
i ssue, but he offered to track down the information.

CO CHAIR FOSTER recalled it was a federal issue.
CONNI E MACKENZIE, Legislative Liaison, interjected [from the

audi ence], that she recalled the issue but did not recall how it
was resol ved.

2:07:37 PM

REPRESENTATI VE STUTES referred to the wearlier discussion on
essenti al air service (EAS). She nentioned that she
participated at a |eadership conference on Kodiak Island. Sone
village elders participated via teleconference. She recalled

t hey were asking about EMS, and she wondered if the comm ssioner
was famliar with a federal subsidy on marine service.

ACTI NG COWM SSI ONER BINDER replied that he is not famliar with
the program but he will check into it.

REPRESENTATI VE STUTES said she would appreciate being notified
if there is a program

2: 09: 05 PM
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REPRESENTATI VE CLAMAN conplinmented the department on the Airport
Master Plan Process. Judging by the nunber of people attending
and a general understanding of the significant conmunity
i nvol venent, he noted that the end product reflected a better
understanding in the community on the role the airport system
plays in the state but also satisfaction in the public process.
He said, "Nothing but conplinents fromne."

2:09:51 PM

CO- CHAIR FOSTER recalled that the state general fund for the
aviation portion is $35 million versus the $5 mllion offset by
the revenue. He recalled that the amount spent versus the
anount generated is often nmentioned with the AMHS, He asked
whet her the departnment can nmake a fair conparison of the three
nodes of transportation. For exanple, he understood that wth

surface transportation, there is a $. 08 fuel tax and I|icensing
f ees.

ACTI NG COW SSI ONER BI NDER said that needs to be | ooked at a bit
nore. He recalled hearing that the AVHS serves 1 percent of the
state population, whereas the aviation system serves a nmuch
| arger percent of the popul ation. He offered to try to obtain
some figures.

CO CHAIR FOSTER hoped the departnment could provide a one-page
conpari son of general funding and any offsetting revenues for
all three nodes of transportation.

2:13:21 PM

ADJ QURNVENT

There being no further business before the commttee, the House

Transportation Standing Committee neeting was adjourned at 2:13
p. m
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