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ACTI ON NARRATI VE
1: 03: 24 PM

CO CHAI R SHELLEY HUGHES cal l ed the House Transportation Standing
Commttee neeting to order at 1:03 p.m Represent ati ves Nageak
(via teleconference) and Hughes were present at the call to
or der.

OVERVI EW  STATEW DE TRANSPORTATI ON | NFRASTRUCTURE PROGRAM BY
JEFF OT'TESEN, DEPARTMENT OF TRANSPORTATION & PUBLI C FACI LI TIES

( DOT&PF)

1: 03: 43 PM

CHAI R HUGHES announced that the only order of business would be
an Overview. Statew de Transportation Infrastructure Program by
Jeff Otesen, Departnment of Transportation & Public Facilities
( DOT&PF) .

1: 05: 35 PM

JEFF  OTTESEN, Di rector, Division of Program Devel opnent,
Department of Transportation & Public Facilities (DOT&PF),
offered to provide details on the Statewide Transportation
Infrastructure Program (STIP), which is the docunent the DOT&PF
uses to obtain federal surface transportation funding. Sone
anendnents to this 100-year old program were 2,000 pages in
l ength, with general rules and exceptions to each anendnent. He
reported that due to the conmplexity of the federal highway
funding, software doesn't exist that wll integrate with the
state's RIS [Integrated Resource Information Systen] program

1: 07: 22 PM

MR. OITESEN directed attention to slide 2, "Qutline," which
covered today's overview of the general STIP nechanics and
pr oj ect sel ection factors. Basi cal | y, t he St at ewi de
Transportation | nprovenent Program (STIP) constitutes the
federal |law and regulation covering the transportation funding.

States are required to prepare docunents that nust be approved
by two federal agencies in order to expend federal funding, the
Federal Hi ghway Adm nistration (FHWA) and the Federal Transit

Adm ni stration (FTA), but The STIP may al so include state-funded
projects, especially projects of regional significance [slide
3]. For exanple, if the state decided to build the Knik Arm
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Crossing project (KAC) with non-federal funds, it is such a
significant project that it would need to be shown in the STIP

1: 08: 50 PM

MR. OITESEN said fiscal constraint was one rule with greater
inplication for the DOT&PF, since the STIP document nust be
programmed to spend an expected funding level in the year
covered [slide 4]. The difficulty lies in the uncertainty of
federal funding since the Congress doesn't act on future years
nor has it even finalized the current year's funding, he said.
At the sane time, the state nust nanage a list of up to 200
projects in various stages of devel opnent, consisting of unknown
costs since the DOT&PF projects cost estinmates. The design
process results in new information regarding right-of-way and
envi ronmental conditions. As issues arise and overall project
costs change, or federal funding changes, the four-year STIP
docunment "gets out of balance,” is no longer fiscally-
constrai ned, and nust be readj usted.

1:10: 46 PM

MR. OTTESEN stated that the DOT&PF adheres to a strict public
i nvol venent process and has devel oped procedures to inform the
public on changes to the STIP, which include how long to public
notice projects and whether the notice requires newspaper
notices or a broadcast e-mil. He identified two classes of
changes to the four-year STIP docunent: anmendnents, which
consist of nore significant changes and require a public
i nvol venent process; and admnistrative nodifications, which
address mnor changes that only require notifying federal
agencies [slide 4].

1:11: 37 PM

CHAIR HUGHES asked for confirmation on whether the STIP
anmendnent required public comrent.

MR. OITESEN answer ed absol utely.

1:11: 44 PM

MR. OITESEN stated that the STIP includes different categories
of funding, each with unique eligibility requirenents [slide 4].

Some require different levels of matching funds. Previ ously
sone federal funds could be carried beyond the inmmediate fisca
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year, but that is no longer allowed, which nmeans the DOT&PF
can't shelve that funding for future years.

1:12: 34 PM

MR. OITESEN directed attention to the project selection factors
for STIP projects [slide 5], and indicated a significant nunber

of rules in federal and state law apply to the STIP. The
Nati onal H ghway System (NHS) in Alaska covers 2,000 mles of
hi gh-1 evel state highways in Al aska. Since |ocal governnent

doesn't conpete for the funding, the DOT&PF selects the NHS
projects using overall system plans, which are governed by state
and federal |aw and performance data, such as the condition of
pavenent, bridges, and the pattern and causes of crashes.

MR. OITESEN said the overall enphasis of the NHS project
sel ection was on safety and serving capacity. It's fair to say
that Al aska's Surface Transportation System (STS) has been an
i mportant contributor to the econony, in fact, about 80 percent
of the surface freight continues to be transported on the STS
roads. Finally, continuity plays an inportant part since Al aska
has a sparse network of roads, which often neans that if an

aval anche occurs or a bridge goes out, there 1isn't any
alternative route. More aval anches are occurring and a nunber
of bridges need replacenent, he said, recalling that an

aval anche cut off service to Valdez two years ago.
1:15:28 PM

CO CHAI R HUGHES asked how many nore | andslides are occurring now
as conpared to 10 or 15 years ago.

MR. OTTESEN offered to provide the information. He noted that
the departnent has begun to categorize aval anche hazards, noting
smal|l landslides often occur due to weather and are typically
easy to clear, but others, such as landslides on the Sterling
H ghway are due to erosion of the bluff overl ooking Cook Inlet,
whi ch undercuts the road and will require a conplete rerouting
of the highway at sonme point in the future.

1:17: 06 PM

MR. OTTESEN highlighted a special category of funding in the
STIP that addresses safety, the [H ghway Safety |Inprovenent
Program (HSIP)], which has nearly tripled in the current federal
reaut horization [slide 5]. In fact, it has changed the nature
of the kinds of projects that are pursued. In prior years,
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safety projects were often snmall, targeted projects, such as
projects for adding turning |anes, reflectors, or guardrail
installations of roughly $1-2 mllion each, totaling $17 million

st at ewi de. However, when federal highway safety funding
tripled, the departnment had to devel op larger projects since the
DOT&PF couldn't produce enough small projects to expend the

funds. He remarked that hi ghway safety projects nmake neani ngful
changes, such as adding lanes to the Parks, Sterling, and Seward
H ghways, as well as wdening shoulders, and constructing
roundabouts in various areas of the state. |In fact, this sumer
the DOT&PF will change two rail/highway crossings from at-grade
to grade-separated, and thus school buses and fuel trucks wll
no |onger need to stop. In response to a question, he said
these rail/highway crossing projects are located on the Parks
H ghway out bound of Houston, Al aska.

CO CHAIR HUGHES asked whether the highway safety funds can be
used for lighting, commenting the lighting changes on the d enn
H ghway were very hel pful.

MR. OITESEN answered yes. He pointed out that new lighting on
the Egan Expressway was acconplished wusing Hi ghway Safety
| mprovenrent Program (HSIP) funds. He said the lighting on the
A enn Hghway was primarily funded through stinulus funding
[ Arerican Recovery and Reinvestnent Act of 2009 (ARRA)],
although this project would have been eligible for federal
hi ghway safety funding. The departnent's only concern wth
lighting has been the imedi ate increase in operating costs due
to the electricity required; however, the tradeoff is inproved
safety, but it is a matter of policy.

1: 20: 08 PM

MR. OTTESEN hi ghlighted that one focus of highway safety funding
is for use in areas of denonstrated injuries and fatalities.
Al t hough people ask why the departnent is not proactive in
addressing safety issues, the department currently works to
address existing problenms, and hopes to be nore proactive once
it addresses them Certainly, this program can have a positive
benefit to cost ratio for any investnents nade. In fact, the
DOT&PF neasures the reduction in fatalities and mgjor injuries
attributed to highway safety inprovenents.

MR. OTTESEN directed attention to the Surface Transportation
Program funding (STP), which is scored. The state shares that
funding with nmunicipalities and tribes. Further, that funding
is sub-allocated to MPGs - the federal term for Metropolitan
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Pl anning Organizations - which are essentially the decision-
making bodies for Jlarger cities and their wuse of federal
f undi ng. He explained that Al aska has two, one in Fairbanks,
FMATS [ FMATS Fai rbanks Metropolitan Area Transportation System;
and the second in Anchorage, AMATS [ Anchorage Metropolitan Area

Transportation Sol utions]. These MPOs are not strictly
muni ci pal organi zations, but are collaborative in nature and
include state and nmunicipal representation. In the Lower 48,

sone transit organizations are operated by cities by a separate
transit authority, with the transit authority having a voting
menber shi p. For exanple, if the Knik Arm Crossing was built as
a separate toll road authority, it would have been a | ogical
addition to the AMATS board. He reported there are 450 MPCS in
the Lower 48, with many MPGs crossing state boundaries, which
neans nore than one |egislature and governor are involved in the
deci si ons. He recalled that Portland, Oegon has been involved
in rebuilding the bridge across the Colunbia River on Interstate
5. The new governor in Washington State decided not to fund its
share of the bridge, which halted the project.

1: 23: 43 PM

MR. OITESEN stated that FMATS and AMATS both receive sub-
all ocated funding and these MPOs nmke decisions on state or
muni ci pal roads; however, the DOT&PF does have one vote on these
boar ds. Further, the state legislature doesn't have authority
over federal MPO funding, which falls exclusively to the MPGs,
he said. Although the remaining STP funding is available to any
other road in the state not on the NHS, this funding has shrunk
in the federal funding stream since the Congress has changed its
priority, which has created a trenendous backlog of projects.
The departnent has been unable to bring on new projects, which
has been frustrating to many conmunities, he said.

1: 25: 08 PM

CO CHAIR HUGHES asked for clarification on the scoring process
for STP funding. She asked whether the AMATS perforns all of
the scoring wwthin the Minicipality of Anchorage or if the state
hel ps score the projects. She further asked whether the state's
participation in scoring falls outside FMATS and ANMATS.

MR. OITESEN answered that it gets a little technical since the
AMATS and FMATS boundaries do not include the entire borough or
muni ci pality, just the urban portions. Thus in Anchorage it
i ncludes Eagle River to the Knik Bridge and the Mat-Su boundary.
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However, in the southern direction, it stops near Potter's WMarsh
so G rdwood does not fall under the AVATS donai n.

CO CHAIR HUGHES asked whether the state does the scoring for
Potter's Marsh.

MR. OTTESEN answered that Seward is an NHS route, but the state
has dom nion on NHS decisions, even inside the MGCs. Al t hough
it is supposed to be a collaborative decision inside the MPQ

the state still holds the primary decision-making power;
however, on all other roads wthin the MPO boundary, the
Anchorage Metropolitan Area Transportation Solution's (ANATS)
board has the primary decision-nmaking power. He characteri zed

it as being a hybrid-nodel of decision making depending on the
cl ass of road.

1: 26: 38 PM

CO CHAIR HUGHES asked whether AMATS solely scores the non-NHS
roads wthin the MPO

MR. OITESEN replied that the DOT&PF has one vote. In further
response, he clarified the two MPO acronyns stand for Fairbanks
Metropolitan Area Transportation System [FMATS] and Anchorage
Metropolitan Area Transportation Sol utions [ AVATS].

1: 27: 34 PM

MR. OITESEN directed attention to the process for the project
sel ection factors depicted on slide 6, beginning with |aw - both

federal and state law - that drives the requirenent for the
Statewi de Long Range Transportation Plan (SLRTP). The SLRTP
represents one of the prerequisites for selecting transportation
projects, he said. Both federal and state law require a
pl anni ng docunent, either a Statew de Transportation |nprovenent
Program (STIP) or sonething simlar. He pointed out that in
Alaska it is referred to as a capital budget [list, but

practically speaking it is the same thing. This docunent hel ps
the departnent decide which of the projects ready to be funded
need legislative authority to use federal funds. Under the
process, the departnent requests legislative authority to use
federal funds on the nost imediate projects in the next fisca
year. When all those steps for those projects are conpleted,
the DOT&PF can then nove them into project devel opnent, which is
the point at which design, environnmental, and ultimtely, the
construction process occurs, he said.
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1:28: 32 PM

MR. OTTESEN directed attention to the Federal H ghway
Adm nistration (FHWA) program overview that illustrated the
steady federal funding, with few exceptions [slide 7]. In 2009,
the stated received a |arge spike of funding, depicted in purple
on slide 7, in which the state received $175 mllion in stimulus
funding [Arerican Recovery and Reinvestnent Act of 2009 (ARRA)].
In 2005-2012, the red bars show earmarked federal funding, which
was funding identified by the Congress for specific projects.
He explained that the Congress stopped earmarking so al nost all
the funding is for the core program which is depicted by the
blue bars in each year. He reported the three biggest prograns
in the state's core program the National H ghway System (NHS),
the Surface Transportation Program (STP), and H ghway Safety
| nprovenent Program (HSIP). The average core program funding
has been running approximately $500 nmillion per year over the
past 10 years, he said.

MR. OTTESEN said the bar chart doesn't include any repurposed
earmarks or funds or funds captured from other states, or funds
that have carried over from prior years, so the program can
actually be larger than shown on slide 7.

1: 30: 38 PM

MR. OITESEN directed attention to MAP-21 [Mving Ahead for
Progress in the 21st Century], the nost recent federal
authorization that passed late in 2012 [slide 8. He reported
that MAP-21 increased the enphasis on the National H ghway
System (NHS), as well as the nunber of road mles for the NHS.
In Al aska, every road considered to be a primary arterial that
was not previously categorized as the NHS, becane an NHS route,
such that about 85 of 90 mles additional NHS road mles were
added in the Mtanuska- Susitna Borough (MSB) and Anchor age.

1: 31: 43 PM

CO CHAIR HUGHES asked for exanples of sone of the roads that
were added in the Matanuska-Susitna Borough (MsSB), Anchorage,
and Juneau.

MR. OITESEN answered that Knik-Goose Bay Road and the Pal ner-
Wasilla H ghway were the two main roads in the MSB, several of
the roads in the arterial grid in Anchorage - typically those
with stop lights - not previously on the NHS, and in Juneau
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approximately one-tenth of a mle from G acier H ghway to the
bridge at the existing ferry termnal.

1:32: 46 PM

MR. OITESEN said that wunder the new MAP-21 reauthorization,
H ghway Safety | nprovenent Program (HSIP) funding al nost
tripled, as previously nmentioned, but it nust be used in areas
in which the departnent has a denonstrated safety concern based
on crash report records [slide 8]. He identified the biggest
shift in enphasis in MP-21 was the idea of performance
standards, which will apply to the NHS routes. Thus the state
will essentially be receiving a report card, which will focus on
pavenent conditions, bridges, and safety conditions. If the
state doesn't neet the standards set out in rulemaking, the
state will first need to direct nore noney to the problens to
attenpt to renedy them Over tinme, if the problens are not
remedi ed, the Federal H ghway Administration (FHW) will

increase the required state match ratio. He explained that
nomnally the match forrmula was typically 20 percent state to 80
percent federal funds. Al aska and several other states with a
high |and base of federal |ands were given a discount on match
based on the percentage of federal lands in each state. Thus
Al aska's discount reduced the match ratio from 20 percent to
slightly nore than 9 percent. He expressed concern that if the

percentage of match was increased, the nominal rate nationw de
would go from 20 to 35 percent, although Al aska's rate would be
di scounted due to the federal lands in Al aska. Still, he
anticipated it could be a big increase, with A aska' s rate
possibly increasing to the high teens, which could result in
$40-50 million in additional costs to the state.

1: 35: 49 PM

MR. OITESEN stated that the bridge standard, which the Congress
placed in law, does not allow nore than 10 percent of the deck
area on bridges on the NHS to fall below standard. Currently,
10 percent of DOT&PF bridges are bel ow standard, but the DOT&PF
has been working to inprove the percentage.

CO CHAIR HUGHES rel ated her understanding that MAP 21 passed in
2012. She asked whether the state has received its first
"report card" or if the first one will be forthcom ng.

MR. OTTESEN answered it has not yet received a report card. The

DOT&PF has been neasuring bridge standards for decades so it
knows the <condition of the pavenent, Dbridges, and safety
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conditions. However, the departnment does not know the target it

will need to neet since the federal rulenmaking is underway, wth
sonme comment periods closed, although the final rule has not
been issued. The departnent believes its safety record will be
fine, since it is generally pretty good and has gotten better
since 2007. In 2000, about 100 fatalities occurred, but the
figures have been reduced to approximately 60 fatalities per
year, in part due to air bags, anti-lock brakes, and other
warning systenms, as well as seat belt use inprovenents. I n

addition, the departnent has installed runble strips, wder
| anes, and roundabouts, that all help to reduce the severity of
crashes. He stated that the DOT&PF has been doing significant
wor k behind the scenes for perfornmance standards.

1: 39: 50 PM

CO CHAIR HUGHES asked how nmuch tinme the state wll have to
provi de data once rul enaking ends. She asked whether bridges
wer e the biggest concern.

MR. OITESEN offered his belief that the DOT&PF was close to
nmeeting the bridge standards since significant work has been
done. However, he identified pavenent as the nmjor problem
One of Alaska's disadvantage Al aska has been that nost of its
NHS roads have driveways or side road accesses so vehicles pick
up and drop gravel on its highways creating roughness. I n
addition, Al aska also has permafrost, which creates additional
roughness. Finally, sone highways are gravel roads, such as
half the Dalton Hi ghway. He was uncertain how the rul emaking
will affect these aforenentioned conditions, reiterating that
Al aska has sonme built-in disadvantages conpared to other states
in the Lower 48 that don't experience these kinds of issues.

1:42: 12 PM

MR. OTTESEN stated that Al aska has been asking for consideration
and exceptions for Al aska and the DOT&PF wants to avoid spending
all its dollars "chasing pavenent” since do so will nean it wll
not be able to do other projects that the citizens expect.

1: 42: 31 PM

CO CHAI R HUGHES asked whether the departnent has been wei ghing
in during the rul emaki ng process.

MR. OITESEN answer ed absol utely.
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1:42: 43 PM

MR. OITESEN di scussed additional MAP-21 changes [slide 9]. He
stated that 58 percent of the public bridges and 77 percent of
all public roads are not on the NHS, which neans that the
Surface Transportation Program (STP) mnust provide repair and
mai nt enance funding, which represents a very |large set of needs.
In addition, a significant nunber of nandatory tasks nust be
funded using STP funds, such as the two-year inspection of all
bridges for safety needs, or for transit inprovenents, such as
the current project to build a transit bus barn in Sitka, or to
pay for ferry terminal needs. Thus, a |large nunber of types and
needs all cling to a small slice of the federal STP funding,
which has led the departnment to slow or termnate projects in
sonme parts of the state, he said.

1:44: 49 PM

MR. OITESEN directed attention to the enphasis on the National
H ghway System (NHS) [slide 10]. He explained that the circle
graph on the left depicts the federal-aid funding, with the blue
category representing the National H ghway Performance Program
(NHPP), which relates to the performance neasures he nmentioned
earlier. The nunber of road mles that are considered to be
part of the NHS are depicted in blue on the right of the chart,
which represents less than a quarter of the state's inventory.
This neans the snmallest slice of roads will be garnering nost of
fundi ng under MAP-21, he said.

MR. OITESEN referred to the graph on the left, to the Surface
Transportation Program (STP) funding, noting that the red and
green road mles on the right were ones eligible for the STP
f undi ng. He pointed out safety funding as the third |argest
area, and congestion mtigation air quality, or CMAQ as the
fourth |argest funding area. He identified the remaining funds
for planning, research, and transportation alternatives, which
are shown in orange and bl ue. He reported that 23 percent of
the road mles garners 57 percent of federal-aid funding. In
summary, Congress has prioritized the National H ghway System
(NHS) as the highest priority, but state and |ocal jurisdictions
nmust take care of non-NHS road needs.

1:46: 57 PM
MR. OITESEN directed attention to the $108 mllion of Surface

Transportation Program (STP) funding, which is further divided
into five subcategories [slide 11]. He pointed out that the
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bridge funding for "off system bridges" totals $3.7 mllion, but
these funds are insufficient to even conduct the necessary
i nspection for bridges that he nentioned earlier.

MR. OITESEN directed attention to the red slice of $20.3 million
in the circle graph for urban areas larger than 200, 000 peopl e,
with Anchorage as the only community in Al aska |arge enough to
qualify [slide 11]. He highlighted that the green slice of $15
mllion goes to seven urban areas over 5,000, including
Fai r banks, Sitka, Ket chi kan, Kodi ak, Pal mer, Wasilla, and
Juneau, which is allocated based on a per capita share, wth
about half of the funds are allocated to Fairbanks and
approximately $8 mllion to be shared anong the renaining six
comuni ties.

1:49: 47 PM

COCHAIR HUGHES recalled that the core area of Wsilla is
90, 000, yet half of the Surface Transportation Program (STP)
funding was all ocated to Fairbanks.

MR. OTTESEN answered that the allocation is all driven by the
census bureau and that agency deternm ned the boundari es. The
third category of STP funding was designated to popul ations
under 5,000, wth nunmerous communities in the Mit-Su area,
Kenai, None, and Kotzebue qualifying to share the $21 mllion;
however, the funding is <clearly inadequate to neet the
transportati on needs. He then directed attention to the Mat-Su
Urban Cluster map [slide 12].

1:51: 47 PM

COCHAIR HUGHES commented on the inadequate STP funding for
small communities. She asked whether he could identify any real
"W nners."

MR. OTTESEN answered that there are not any wi nners and everyone
woul d feel the pain, for exanple, a community the size of Juneau
will receive less than $2 mllion, but it is not possible to
maintain all the non-NHS roads in Juneau and still keep the
pavenent intact and bridges repaired.

CO CHAI R HUGHES asked whet her Anchor age f undi ng was
proportionately simlar.

MR. OITESEN agreed, noting that Anchorage previously received
close to $40 million, but it has been reduced to $20 mlli on.
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1: 52: 51 PM

MR. OTTESEN al so nentioned that the "any area of the state" MAP-
21 funding of $47.7 mllion was funding not restricted to a
specific population, but it nust be used to cover nandatory
services, such as data collection, civil rights office costs,
bri dge inspections, and to extent that any funds remain, wll be
used for projects nom nated four years ago [slide 11].

MR. OITESEN related a scenario that illustrated the departnent's
perspective on STP funding choices, such that Kotzebue requested
an estimated $20 million in funding to build a road project to
its proposed port, but if funding was taken from STP funds
designated to the wunder 5,000 commnities, it wuld have
depleted the fund [slide 11]. Therefore, the only possible
funding source for a project of that size would be the $47.7
mllion in the "any area of state" MAP-21 fundi ng.

1:54:.25 PM

MR. OTTESEN directed attention again to slide 12. Al though the
DOT&PF doesn't design the urban clusters, the US Census Borough
does, the state was allowed to snooth the boundaries and nake
them nore rational. The MAP-21 Mat-Su Urban Cluster takes in
the core of Palner and Wasilla; however, it doesn't include all
of the actively-growi ng areas of the Mat-Su Borough. One slice
of MAP-21 funding goes to the area depicted in yellow, but the
cluster represents less than 1 percent of the Mat-Su Borough by
| and area. Maps are available for each of the census areas, he
sai d.

MR. OITESEN directed attention to the 2012-2015 Statew de
Transportation |Inprovenment Program (STIP) [slide 13]. This

docunent provides details, including the program region,
el ection district, title, description, type of funding, and what
year the funding will be used. In addition, the departnent nust

show technical requirenents, including the phase, the source of
funding, and for instances in which the STIP doesn't cover the
whol e project, it also identifies the anobunt needed to conplete
t he project. He explained that the state is nearly through the
hal fway point of fourth year of the STIP. The DOT&PF has had

three nmajor anendnents, including Anendnent 12, which was to
address the regional boundary change within DOT&PF, and the
changes that occurred during the closeout for 2014. Thus the

DOT&PF needed to adjust the STIP to reflect what occurred in
2014, for exanmple, to indicate which projects proceeded and
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others did not and were noved to the next fiscal year in the
STI P.

1: 57: 03 PM

CO CHAI R HUGHES asked whether there was a 2013 - 2016 Statew de
Transportation | nprovenent Program (STIP) docunent.

MR. OTTESEN answered that the DOT&PF is currently working on the
2016- 2019 St atew de Transportation | nprovenment Program (STIP).

CO CHAIR HUGHES related her wunderstanding that as the DOT&PF
finishes one STIP sone projects will nove to the next one.

MR. OTTESEN replied that the departnment would like to adjust the
STIP on a two-year cycle. In doing so the DOT&PF woul d prepare
a four-year STIP, refresh it with a new four-year STIP in the
third year, but never reach the tail end as it currently does.

CO CHAI R HUGHES asked whet her the years woul d al so be bunped.

MR. OITESEN said the departnent was asked not to do that by the
previ ous adm ni stration.

MR. OITESEN offered that the election cycle and adm nistration
change have slowed the departnment down, but the DOT&PF nust
prepare the 2016-19 Statew de Transportation |nprovenent Program
(STIP) or the state will not receive federal funding.

1:58:11 PM

CO CHAI R HUGHES asked whether work was currently being done on
the Statew de Transportation | nprovenent Program (STIP).

MR. OITESEN answer ed absol utely.
1:58:16 PM

MR, OTTESEN said that Amendnent 13 addresses the governor's
adm ni strative order, AO 271, which halted the Knik Arm Crossing
and Juneau Access Road Project. Thus the departnment had to find
a different set of projects that were eligible for the funding
that could not go to the Knik Arm Crossing (KAC) and the Juneau
Access [Road Project] this fiscal year. He reported that the
DOT&PF made the necessary changes, closed the public conment
period, and sent the docunent to the federal agencies for
approval yesterday. He explained that Amendnent 14 consisted of
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a technical amendnment to address the normal ebb and flow of
proj ect devel opnent since sonme projects are delayed for reasons
specific to each project and other projects have changes in cost
esti mat es. He offered that the departnment tries to keep STIP
amendnents on a two-nonth cycl e.

1:59: 23 PM
CO CHAI R HUGHES asked whet her Anendnment 13 stayed in the STIP.

MR. OITESEN answered that the public coment was closed on
Friday, February 13, 2015 and the STIP was submtted to the
federal partners for approval. He indicated that $154 nillion
in projects were nmade eligible in the process.

2: 00: 04 PM

CO CHAIR HUGHES asked what would happen if the legislature
wanted the two del ayed projects to go forward.

MR. OTTESEN answered that each of these projects received prior
| egi sl ative approval through the capital budget process. In
fact, he advised that the DOT&PF cannot add projects to the STIP
Wi thout prior legislative authorization.

CO CHAIR HUGHES asked for further clarification that the $154
mllion replaced the Juneau Access Road Project (JA) and the
Kni k Arm Crossi ng (KAQ) .

VMR. OITESEN agr eed.
2:00: 38 PM

CO CHAIR HUGHES rel ated her understanding that the STIP included
the projects prior to Anendnment 13.

MR. OTTESEN agreed, but clarified that the projects had been
listed in the advance construction phase.

CO CHAI R HUGHES asked whether the STIP would be anended if the
| egi sl ature decided to nove forward with the projects.

MR. OTTESEN offered his belief that the department could not use
the funds this vyear even if the admnistration and the
| egislature agreed to nove forward with the two |arge projects.
He characterized the reasons as unique, for exanple, the DOT&PF
has not yet applied for the TIFIA [Transportation Infrastructure
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Fi nance and | nnovation Act] loan for the Knik Arm Crossing and

the draft supplenental Environmental |Inpact Statenent (SEIS)
will not ready this fiscal year on the Juneau Access Road
proj ect . Thus both projects would be ineligible for federal
funding so at this stage the DOI&PF nust change the STIP. In

further response to Co-Chair Hughes, he agreed that at the tinme
the aforenentioned projects were placed in the STIP, the
departnment hoped that both projects would be ready. Again, the
KAC awaits approval to release the TIFIA application; however,
nost of the work has been done on the application. He further
clarified that both projects would be included in the 2019 STIP.

2:02: 29 PM

CO CHAI R HUGHES asked whether anything in AO 271 would prevent
the two projects frombeing included in the 2019 STIP.

MVR. OTTESEN said Conmm ssioner Luiken will make specific
recommendations to Governor Walker to proceed to the Record of
Decision (ROD) for the Juneau Access Road project (JA) to ensure
that the state is not obligated to repay federal funding spent

to date. Once the state reaches the ROD, the state w Il have
options in terns of how to proceed since conpleting the ROD
doesn't predeterm ne the chosen alternative. He felt certain

that the conmm ssioner would recommend proceeding with the TIFIA
loan on the Knik Arm Crossing (KAC), since without the TIFIA
determ nation, the state wll never know if the project is
el i gi bl e. He characterized it as being the next neaningful
point in the tinmeline for the project.

2: 03: 59 PM

COCHAIR HUGHES asked for further clarification that the
departnent can nove forward on the two aforenentioned projects -
the ROD and TIFIA application without the projects listed on the
St atew de Transportation | nprovenent Program (STIP).

MR. OTTESEN replied that the funding has already been allocated
to the STIP, the funding was approved by the Federal H ghway
Adm nistration (FHWA,) and the departnment has allocated the
mat chi ng funds. From a funding standpoint the work can
continue, but the departnent will need the adm nistrative policy
deci si on addressed on AO 271, he said.

2: 05: 03 PM
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MR. OITESEN advised nenbers that the departnent faces sone
technical constraints with respect to the current STIP and the
2016 STIP. In fact, if the Federal H ghway Adm nistration
(FHWA) was asked to approve an environnental docunent, but the
STIP did not include the project for the next project phase

FHWA wi Il not approve it, and wll place the project in
suspense, he said. He enphasi zed the inportance of conpleting
the 2016 STIP since a large nunber of projects throughout the
state could be stalled wthout it. In response to Co-Chair

Hughes, he agreed the STIP was behind schedul e and the delay was
begi nning to have sone "on the ground” inpacts.

CO CHAI R HUGHES further asked for the reason that the DOT&PF was
behind schedule on 2016 - 2019 Statewide Transportation
| mpr ovenrent Program (STIP).

MR. OITESEN offered his belief that Governor Parnell didn't want
to publish a STIP that showed delays for many |ocal governnment
proj ects. In further response to Co-Chair Hughes, he
anticipated that the 2016 STIP would be conpleted by md-Apri
2015.

2:07:39 PM

MR. OITESEN conpared the progranmm ng considerations to a "river"
since the funding cycle tended to be relentless and the DOT&PF s
goal was to use funding rather than allow it to pass by unused
[slide 15].

MR. OTTESEN stated that federal funding was alnobst entirely "use
or lose,"” but it wasn't as sinple as just identifying a project,
since the Federal H ghway Admnistration (FHWA) requires the

departnment to seek project approval by phases [slide 16]. He
explained the FHWA process was to allocate funding for each
st age of t he proj ect, i ncl udi ng desi gn, ri ght - of - way
acquisition, and wutility relocation, if needed, followed by
permtting, and construction. He reported that to get through
these series of steps can take from two to seven years,
depending on the conplexity of the project. For exanple, the

conpl i cated Cooper Landing Bypass on the Sterling began in the
70s, which has the distinction of being the ol dest federal aid

project in the US. Al though federal funding can be very
chal I engi ng, the departnment has an al nost a perfect track record
in not allowng federal funding to |apse. In fact, the state

has al so been able to acquire | apsed funding from other states.
Further, the state has been able to respond late in the federa
fiscal year, while other states are not able to react as quickly
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as Al aska. He characterized programming as the art of
determ ning which projects to spend funds on, while keeping in
mnd that the state currently has over 1,200 active FHWA
proj ect s.

MR. OTTESEN reported that the departnent has dozens of design
squads working on the nyriad of projects that lie in a variety
of phases, wth its overarching goal to absorb the federal
funding in order to better the state's transportation system
In response to Co-Chair Hughes, he agreed one year the
departnent lost a total of $.30, remarking that the DOT&PF has
done an excellent job in assuring federal funding stays in the
state.

2:11:11 PM

MR. OTTESEN returned to programm ng considerations on slide 16,
noted that funding cannot be carried over fromyear to year, nor
can it be assigned to a project at the tine the |egislative
capital budget authority occurs. He likened it to having the
state's authority to spend in one spot and federal funding being
in another spot, but these funds are not "married" until the
projects are obligated. He indicated that obligation actually
occurs when a project is certified as having net all federal
requi renents and a funding agreenent is signed by FHWA and the
state. In Alaska - and nationwide - 30 percent of projects end
up being delayed to a subsequent year since the process to
achieve project funding nust address or neet nunmerous |aws and
requirenents, such as envi ronnent al , air quality, or
archeol ogi cal concerns. Although these processes are inportant,
he said, it makes projects expensive, tine consum ng, and prone
to del ays.

2:13: 29 PM

MR. OTTESEN, in response to Co-Chair Hughes, replied that he was
referring to federal funding, not state funding, since state
funding is provided in a single block. The state matchi ng funds
woul d be applied at the sane tinme the federal funding happens.
He described the process, such that the DOT&F would create a
project identification and acquire a federal aid agreenent
signed by the FHWA that w Il guarantee reinbursenent. He
clarified that the FHWA program was not a grant program with
fundi ng happening up front; instead, the FHWA provides certainty
on rei nbursenent for state expenditures on projects - so federal
rei nbursenent follows the state expenditures on projects. Thus
the DOT&PF typically wll bill the FHWA twice weekly
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el ectronically, he said, noting that the DOI&F accunul ates
receipts for any contractor and staff I|abor as well as for
materials and bills +these expenditures electronically. In
further response to Co-Chair Hughes, he responded that the 90
percent federal and 9 percent state matching funds relate to
nost federal funding, including STIP or National H ghway System
(NHS) projects, but a few categories are matched at 20 percent.

2:14:57 PM

MR. OITESEN reiterated that projects were often delayed, but
| arge, controversial projects have a nuch higher risk of
slipping due to project conplexity and to political support or

opposi tion. The departnent nanages these wuncertainties by
having projects in the queue that can be plugged in to use the
f undi ng. He said, "You absolutely have to have those extra
proj ects worKking. It's the only way we ensure that we use al

t he funding."

2:15:43 PM

MR. OITESEN directed attention to slide 17, stating that it's
somewhat enbarrassing that the departnment has not been
obligating its federal funding until well into second part of
t he year. He estimated that in the first six nonths about 20
percent of the program was obligated and in the second six
nmont hs the remai ni ng 80 percent were obligated.

MR. OITESEN stated this pattern started in 2009 when the state
received the Anmerican Recovery and Reinvestnent Act of 2009
(ARRA) funding. The state funded its current projects, then
depleted the extra projects it had on the "shelf." He explained
that the "shelf" projects were ones that have been devel oped and
met the federal tests, but were ones that tended not to be the
hi ghest priority projects for the year. |Instead, these projects
were projects that are ready to go and are ones that can absorb
federal funding when other projects becone stalled. The overal

effect has inpacted the departnent since it nust work closer to
the deadline. In fact, the departnent has continually been
struggling to catch up and add projects to the "shelf," he said.

2:17:14 PM

CO-CHAIR HUGHES asked for further clarification on the 1line
depi cting the 2015 obligation.
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MR. OITESEN explained that these figures are current until

February, but the line will start to rise as the nonths are
reported. He elaborated by directing attention to the final
colum | abeled "Total + Transfers,"” explaining that transfers

were funds that have been transferred to another federal agency.
For exanple, the Inter-Island Ferry Authority mght be doing a
project wth the Federal Transit Admnistration (FTA and
receive sone FHWA funding to conplete its budget. In such an
instance, the DOT&F would ask its federal partner to transfer
funds to the FTA to admnister. Thus, each year a certain
nunber of projects wll be transferred and not adm nistered
directly by the state. In further clarification, he stated that
the chart relates to a nonth-by-nonth federal fiscal year.

2:19:14 PM

MR. OTTESEN directed attention to other program considerations
[slide 18]. He highlighted recent trends that resulted in
surplus funding due to underbidding, in which the project bid
cones in |lower than the obligated federal funds. He said these
funds will be returned to the program however, the funds nust
be expended by the end of the year. In addition, simlar
sur pl uses occur during project closeouts when project costs fall
under the obligated anount; these two trends have brought in
about $100 mllion to the programin the past five years. Last
year he said he testified before the Senate Finance Committee to
inform the commttee that surplus funding could be used for a
maj or project such as the Juneau Access Road Project (JA) or the
Kni k Arm Crossing Project (KAC), yet have very little inpact on
ot her planned projects. Utimtely, the departnment nust devel op
nmore "shelf" projects to absorb the surplus funds, which he
characterized as "use or lose" funds that wll [apse by
Septenber 15th if it is not used.

MR. OITESEN decl ared that the departnment nust obtain |egislative
authority, too; however, the eligibility process has al so becone
nore conpli cated. As previously nmentioned, the DOT&F shifted
$150 million into the STIP due to AO 271, plus it received $100
mllion surplus funds from underbidding and project closeouts.
This conbined funding totals $250 mllion this year and the
DOT&PF nust identify and certify eligible projects to absorb

this funding or the state will |ose these federal funds. He
acknowl edged DOT&PF's challenge was to develop "shelf" ready
projects that will neet eligibility requirenments - with all of

the steps for each project conpl eted.

2:22: 39 PM
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MR. OITESEN, in response to Co-Chair Hughes, identified AC
[ advance construction] as being the nmeans for the departnent to
show its "shelf" projects [slide 18]. He characterized advance
construction as being simlar to going on vacation and using a
credit card. He elaborated that federal rules allow projects to
be shown as AC in the STIP and to proceed wth signature
approval, but to inform Federal H ghway Adm nistration (FHWM)
that the state would Ilike to postpone reinbursenent to a
subsequent year. This tool provides the certainty of federal
aut hori zation, but slows down reinbursenent in projects, he
said. He described how the AC process would work. He related a
scenario in which the DOT&F planned to purchase two |arge
engines for the Alaska Mrine H ghway System (AVHS), but the
manuf acturer estimated the engine delivery date would be in two

years. In that case, the DOI&F would place the proposed
engines in advance construction (AC), award the bid to the
manuf acturer, issue the order, but not execute the ternms for
paynent until the engines were delivered. In this way, the

department could lock up $30 mllion in federal funding for the
engi nes, but request federal funding at the tinme of delivery by
mat ching the cash flow to the federal receipts, he said.

2:24:59 PM

MR. OTTESEN of fered that advance construction (AC) could also be
used on large projects, for exanple, ones of three years

duration [slide 18]. For exanple, if the DOT&F had a $90
mllion construction project with a three-year horizon, the
state could [advance construction] AC $60 million in the first
year, place $30 million in the STIP in funding in anticipation
of contractor construction costs, but receive $30 mllion in
each of the following two years. He said this process allows
the state to use federal funding in line with the cash flow to
contractors, followed by reinbursenment from the FHWA, but it
also allows the state to show additional projects in the STIP,

but avoid the fiscal constraint limtation. Anot her way the
DOT&PF wuses advance construction is in instances in which
shortfalls are anticipated in the fourth quarter. In those
i nstances, the departnment wll AC [advance construction] a
project in August - wth the know edge the project wll not
proceed during the winter nonths - and payoff the AC in the
first quarter of the next federal fiscal year. Al t hough this

process does not inpact the state fiscally, it allows the DOT&PF
to tine its projects to take advantage of the maxi num federa
fundi ng avail abl e, he sai d.
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MR. OITESEN turned to ILLU [illustrative], which he said was a
little different, such that if extra funding occurs due to
anot her project being delayed, this project is one that would be
ready to take advantage of the extra noney that conmes along
[slide 18]. He offered to cover this in nore detail later, but
noted that several events can occur that could bring additiona
funding to the state rather suddenly.

2:27: 53 PM

MR. OITESEN turned to slide 19, "Programm ng Considerations,”
and reiterated that the FHWA priority will be on the Nationa
H ghway System and on asset mnanagenent.

2:27:59 PM

G NGCER BLAI SDELL, Staff, Representative Shelley Hughes, Al aska
State Legislature, asked about federal dollars that don't get
spent at the end of the year. She recalled that typically
general funds are spent first and federal reinbursenent follows.
In the event a project cones in under the bid amount, she asked
whet her general funds are also forwarded with surplus federal
dollars. In other words, she wondered what happens to the state
mat ching funds at the end of a project in the event a FHWA
project falls under the bid amount and if the state would then
be required to pay another 10 percent in matching funds.

MR. OITESEN answered that unexpended funds that are released
from the obligation are released back in the sanme ratio of $91
federal funding to $9 state general fund matching funds. He
characterized this as "one good thing" that happens since the
federal dollars would also release the state mtching funds,
whi ch goes back to the state's "match pot."

2:29: 06 PM

MR. OTTESEN directed attention to slide 20, "Funding WId
Cards, " and rel ated i nst ances of addi ti onal f undi ng.
Hi storically, when the Congress has reauthorized the highway
funding bill, it has increased its funding by about 20 percent.

Currently, both the Republican and Denocratic |eadership in the
Congress have been <considering an increased transportation
program although the funding nmechanism still hasn't been
deci ded. Hi storically, the FHWA Trust Fund has been funded via
gas taxes from vehicles using the highway system however, the
nodel has been declining in recent years. Al t hough these gas
taxes still generate 80 percent of the current funding needed,
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the taxes no |onger generate 100 percent of the funding. Thi s

decline has been happening, in part, since cars are nore
efficient, and because sone vehicles don't wuse gasoline or
di esel fuel. In addition, reduced driving occurred after the

recession and although it has been increasing, driving has been
rising at a nuch slower rate. Therefore, the Congress nust find
anot her funding nechanism such as a nleage tax; however, he
predicted that the technical and social inplications wll take
time to devel op. In addition, a tax forgiveness program for
overseas profits mght come back to the state, which would
generate revenue that could be allocated to the H ghway Trust
Fund. If that were to happen, it would nean the state would
have additional funds, he said, and it could solve sone of the
other problens with projects in the queue.

2:31:59 PM

MR. OITESEN turned to "Repurposed Earmarks" [slide 20]. He
reported that the state still has approximately $153 million in
funding from federal earmarks, which do not lapse. In 2012, the

Congr ess repurposed sonme earmarks, changing the title of all the
earmarks. So instead of the earmarks identified as project "x,"
"y," and "z" in location "y," these funds becanme eligible like
Surface Transportation Program (STP) dollars, and the funds were
directed to the Alaska DOT&PF, and had all the sane eligibility
requirenents as formula funds, except that the state was
required to use the repurposed funds wthin three nonths.
Fortunately, the state had projects ready, wth sufficient
mat chi ng funds and | egislative approval, he said, so the DOT&PF
was able to generate a Iist and obligate the repurposed funds or
Al aska woul d have | ost the funding.

2: 33: 38 PM

MR. OITESEN cautioned that if sonething simlar were to occur
with respect to the remaining $153 million in earmarks, it wll
be difficult, especially if the Congress repurposed the funds
outside of the |legislative session.

CO CHAI R HUGHES asked whether the |egislature could take advance
action so it could trigger legislative authority if the Congress
t ook acti on.

MR. OTTESEN answered that she has identified the chall enge. He
suggested it takes tinme to get projects ready, such that the
departnment can't get projects ready in six nonths, so it would
need to look at projects already in the process. Certainly, the
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state will spend next vyear's funds on the highest priority
projects, so the remaining projects that are extra ones. In
addition, it is helpful to have some projects in advance
construction since the AC can be paid off, but timng challenges
exi st, he said. The list for 2016 will be different than the
2017 |ist; however, the DOT&PF cannot predict when the
repur posi ng m ght happen. In response to Co-Chair Hughes, he
predicted that if the departnent learned it needed to respond to
repurposed earmarks in My 2015, that the DOI&F could spend
next year's state matching funds and request additional natching
funds in January [based on the federal fiscal year]. Thus there
are ways to tenporarily borrow, however, he exclainmed that state
mat ching funds are an issue and the state has not been carrying
much balance in its "match fund." Thus state matching funds
pose one issue and having sufficient projects ready to go poses
anot her issue. In further response to Co-Chair Hughes, he felt
confident that the departnent could find 30 to 50 percent of the
total $153 mllion in repurposed earmark funding; however, he
was uncertain whether the DOT&PF woul d have enough "shelf ready”
projects, unless one of the major projects becane eligible.

2:36: 59 PM

CO CHAIR HUGHES rel ated her understanding that the state could
potentially | ose sone funding. She asked whether the departnent
has been holding any conversations with Al aska's Congressiona
Del egati on.

MR. OTTESEN answered yes; stating that the DOT&PF hol ds ongoi ng
di scussions with the governor's Wshington D.C. staff. He
explained that the DOT&PF has been discussing earmarks since
2012. He predicted that the next set of earmarks the Congress

wil | likely t ake action on wil | be t he SAFETEA- LU
[ Transportation Equity Act: a Legacy for Users earmarks in
2005] era earmarks. He surm sed that the Congress could | apse
the earmarks, and if so, Mine and Alaska would |ose the nost
since they have the nobst earmarks. Al t hough Al aska stands to
| ose the nost, Alaska stands to lose the nost in the event it is
not ready to obligate. In response to Co-Chair Hughes, he

agreed that it would be triggered by the Congress reauthorizing
MAP- 21 [ Movi ng Ahead for Progress in the 21st Century Act].

MR. OITESEN commented that the Congress has set a deadline for
the end of My 2015 to achieve reauthorization. At the | ast
national neeting, the DOT&PF |earned that the Congress wll
likely do a short-term extension, but it does plan to
reaut horize MAP-21 by md-summer; however, the legislature wll
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be out of session so the DOT&PF will manage it with the tools it
has at its disposal.

2:39:10 PM

MR. OTTESEN  remar ked t hat t he Statewide Transportation
| mprovenent Program (STIP) docunent constantly changes, but he
said it was inportant to have the flexibility to change the
docunent . In response to Co-Chair Hughes, he stated that the
STIP can be accessed from the DOT&PF' s hone page
[ http://dot. al aska. gov/ stwdpl ng/ ci p/stip/index.shtm].

MR. OTTESEN explained that the link includes the anendnents, the
current Statewi de Transportation |Inprovenent Program (STIP),
along with an interactive map that also allows people to access
project status reports. He concluded by acknow edgi ng that the
STIP is conplicated.

2:41: 09 PM
ADJ OURNNMENT
There being no further business before the commttee, the House

Transportation Standing Comrmttee neeting was adjourned at 2:41
p. m
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