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CS FOR HOUSE BILL NO. 473(TRA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY THE HOUSE TRANSPORTATION COMMITTEE

Offered:
Referred:

Sponsor(s): REPRESENTATIVE GREEN

A BILL
FOR AN ACT ENTITLED

"An Act relating to transportation; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.42.050(a) is amended to read:

(@) The commissioner shall develop annually a comprehensive, intermodal,
long-range transportation plan for the state. In developing and revising the state plan,
the commissioner shall consider means and costs of improving existing modes and
facilities, state and federal subsidies, and the costs and benefits of new transportation
modes and facilities. The commissioner shall also consider the recommendation of the
Alaska Transportation Planning Council. The plan shall be submitted to the governor
for review and approval and submitted by the governor to the legislature bv
December 15 of each year.

* Sec. 2. AS 44.42.050 is amended by adding new subsections to read:

(e) The commissioner shall update each analysis of the costs and benefits of

new transportation projects, including trail and transportation enhancement projects,

prepared under (a) of this section to reflect increased preconstruction, construction,
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and maintenance costs of the project identified during preconstruction planning for the
project. If (1) the initial costs of preconstruction planning, including preliminary
engineering and design and environmental assessment or impact analysis, for a new
surface transportation project have increased by more than 50 percent since the initial
project agreement to pay those costs for the project was entered into with the Federal
Highway Administration, or (2) more than three years have elapsed without
commencing construction of the project since the initial approval of the project by the
legislature, then the commissioner may neither submit a preliminary design or
environmental document to the Federal Highway Administration for approval nor
contract for additional preliminary engineering and design of the project, for the
purchase of right-of-way for the project, or for construction of the project until the
commissioner has included an updated analysis of the costs and benefits of the project
in the next annual update of the state transportation plan submitted to the legislature
under (a) of this section and the legislature has had the opportunity to review changes
in the costs and benefits of the project and approve, or rescind prior approval of, the
project during its consideration of the capital projects budget after the updated state
transportation plan is received by the legislature.

) Transportation projects that have a benefit-to-cost ratio greater than
presumed efficient and projects that have a benefit-to-cost ratio of less than one are
presumed inefficient. The governor may not include an inefficient transportation
project in a capital budget bill under AS 37.07.062 unless the bill is accompanied by a
written analysis of the costs and benefits of the project and a detailed justification for
the project. The governor shall provide the analysis and justification for the project to

the legislature in order to aid the legislature in assessing the merits of the project.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2002 LEGISLATIVE SESSION Bill Version: HB 473
() Publish Date-

Revision Date/Time (Noi6 ii correction): Dept, Affected; DOT&PF
Title "An act relating to transportation” "BRU Design & Engineering Services
[Component Statewide Design & Engineering Svcs

Sponsor Green

Requester House Transportation” '‘Component Ro7

ExpenditureS/Revenues oo i (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY20C4 FY 2005 FY 2006 FY 2007 FY 2008

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

2357

|CAPITAL EXPENDITURES

|CHANGE IN REVENUES ( ) | | | | | |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Typo--Do not abbrovinto)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimato of any current year (FY2002) cost: 0.0
Chock this box (X) If funding for this bill is includod in tho Govornor's FY 2003 budgot proposal: |

POSITIONS
Full-time
Part-time
Temporary

anaLysis:  (Aiath SpENtDEEDIreIEsaY)

***The department cannot determine the fiscal effect of this bill at this time. For those projects this bill
affects, there will likely be an increase in cost.

Prepared by: Dennis R. Poshard. Assistant to Commissioner Phono 465-3904
Division Commissioner's Office Date/Time 3/5/02 11:32 AM
Approved by: Joseph L. Perkins. Commissioner Dato 3/5/2002
Agency Alaska Department of Transportation and Public Facilities
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Sponsor Statement for House Bill 473
“An Actrelating to transportation”

W hile efficient spending has long been a governing principle of state and federal
highway law, it is not easy to apply this concept to existing projects. W ithout
updated information, it is difficult for the Legislature to oversee planning costs and

determine whether projects deserve continued appropriations.

The statute changes proposed in House Bill 473 will allow the Legislature to re-
assess projects before they are built, to assure that Alaska gets the most benefit out
of its federal and state transportation spending and to minimize the likelihood that
the State will be committed to a project with significant construction and

maintenance cost over-runs.

House Bill 473 addresses this problem by creating a mechanism that will trigger
review when the projected costs for a project have increased by more than 50
percent since initial approval. When this occurs, the Department of Transportation
and Public Facilities will provide additional information on the project in the
annual state transportation plan update, including why the costs have significantly
increased, if further increases are anticipated and an updated analysis of the

project’s costs-benefits ratio.

Since efficiency is a subjective term, this bill also provides a concrete definition
for transportation projects. A project that creates more benefits than costs is
efficient, while one that creates fewer benefits than costs is inefficient. This will
help focus funds on transportation projects that are most worthy.



THE LAW OFFICE OF

Geoffrey Y. Parker
5)55226859 E-mail: RparkerS'fici.nut

730 | Street, Suite 226
Anchorage, Alaska 99501

Outline of Jeff Parker’s Testimony on HB 473
March 5, 2002

PURPOSES OF HB 473:

« Promote efficient transportation planning and expenditures by reducing waste on inefficient
projects.

 Enhance Legislature’s and public’s ability to examine costs and benefits of new projects.

MAIN POINTS:
o ADOT does not prepare an annual state transportation plan required by AS 44.42.050.
Missing ingredient: cost-benefit analysis of any new transportation facility.

Results: (1) deprives the legislature of an ability to compare the cost-effectiveness of
projects; (2) deprives legislature of an ability to prevent waste on ineffective projects;
(3) diminishes ability to fund effective projects; (4) inhibits ability to fund proper
maintenance.

« HB 473 would improve the situation by compelling an updated cost-benefit analysis
whenever costs of preliminary engineering and design skyrocket on a new facility.

e HB 473 should be amended to improve it further by providing that an updated cost-benefit
analysis would also be required if no construction has occurred and significant time, such as
three years, has elapsed since the legislature initially allocated funds to the project.

» Updating cost-benefit analysis is appropriate in such circumstances. Dramatically increased
costs for preliminary design and engineering indicate that the project is not evolving as
originally anticipated and may cost substantially more to construct. Significant passage of
time without construction may mean that other projects are more deserving.

SUMMARY:

The issue is how to achieve efficient expenditure of transportation dollars and avoid waste,
without interfering with federally required planning requirements. The Coastal Trail, the
Iliamna-Nondalton project, and the proposed Southwest Alaska Transportation Plan reveal two
problems: (1) when preliminary engineering and design costs skyrocket, then the project is not
evolving as originally anticipated, and the costs and benefits are likely to be very different than
originally anticipated; (2) ADOT proposes to waste nearly a billion dollars on projects it admits

are not cost-effective.
HB 473 addresses the first by requiring an updated cost benefit analysis. 11B 473 should be

amended to address the second by requiring an updated analysis in the second situation, too,
because years may elapse between the plan and the funding request.
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ATTACHMENTS
Attachment A (ADOT-FHWA Project Agreements re; Extension of Coastal Trail):

« Costs of preliminary engineering and design, including environmental analysis, have
skyrocketed from $300,000 to $ 2.2 million, and there is still no proposed route or

environmental document, _ _ _ _
* This indicates that costs of construction and maintenance are likely to be very different from
ongmal estimates, and updated cost-benefit analysis would help Legislature decide whether

to fund a substantially-changed project.
Attachment B (Excerpt of ADOT contract re: Extension of Coastal Trail):

* Contract forpreliminarY. engineering, design and environmental is a “time and expense”
contact - a form of public contract that is highly disfavored because it contains no incentive

to control costs.
Attachment C (ADOT approval in 1956 of benefit-cost analysis re: diamna-Nondallon Road):
o Benefit-cost ratio in 1986 for proposed Uiamna-Nondalton Road was 0.26, and therefore
project was cancelled as not economically justified after $4 million wasted.

Attachment D SExcerpt_ofADOT’s current Statewide Transportation Improvement Program re;
lliamna-Nondalton project):

* |liamna-Nondalton is revived without any new cost-benefit analysis.

Attachment E (Excerpts of 1995 and 1996 capital budget acts re Iliamna-Nondalton project).
» Why does ADOT seek $10 million for a project it claims will cost $5 million?

Attachment F (Excerpt of February 2002 Draft Southwest Alaska Transportation Plan):
o Concedes (p. vi) that “some” recommended projects are not cost-heneficial.

Table 11 - Cook Inlet to Bristol Bay corridor estimated cost is $363 MILLION .
Table 12- Cook Inlet-Bristol Bay corridor costs far more than it saves:

BENEFIT-COST RATIO = $6 million annual savings =0.16
$37 million annual cost (capital + O&M)

Table 15 -- Alaska Peninsula corridor estimated cost is $556 M ILLION .

Table 16- Alaska Peninsula corridor costs far more than it saves:

BENEFIT-COST RATIO = $3 million annual savings =0.05
$57 million annual cost (capital + O&M)

Conclusion
ADOT proposes wasting nearly a BILLION DOLLARS on projects that are not cost-beneficial.
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TO BE COMPLETED HY FHWA FEDERAL-AID
MCXTH.VTn</~eTO~WBER PROJECT AGREEMENT Slut*
AND Alaska
p¥eceCetu APPROVAL/AUTHOR'ZAT'ON Federal Prode No.
03000C US. C<nr"n* of Ttimperorloii TEA-0001 (126)
Counry RtWAAiwI Federd KIfknT AdfhWitreUon 6tal» PnX«d No.
020 x1 5251A
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PROJECTTEHIitfl:
Kincaid Pork to tho Potior Weigh Station on Soward Highway.

Pralacl Scans: (Bolow) Length: (Uflee) 12.0

Extend tho Coastal Trail from Its Existing eomhom terminus at Kincaid Park to the Potter Weigh Station on tho Seward Highway. This project
will complflta missing segments and improve trail and pedestrian safnty throughout the Municipality of Anchorage.

Request funding and authority for PE through Environmental Document Approval.

BEQUEST AUTHORITY TO PROCEED FOR PUNEXNO UNDER CERTIRCATOH ACCEPTANCE  f 1IEXEMPT EFFHTIIVEDATE
[1 Reconnaissance Study QFinal PS&E

PRHIMNARY B/SINEERING DA Environmental Document Approval SEP-U-JSSf

RIGHTS-OF-WAY n Aooraisals and Acquisitions fl Utilitv Relocation

CONSTRUCTION n

1.1GHWAY PLANNING 5.RESEARCH fHPAR) ri

ATTACHMENTS: PCICOST ESTIMATE [XIMAP DO SUPPORTING DATA h CERTIFICATION CHECKLIST

PEMAFIKS; (FWHA us* only) Environmental Document Approval Data snp (

ESTIMATED TOtAI. COST OP PROJECT FFfiERI-FLMCS APPNCOCqg PRaHTTYFE

305,000 338 12

S-/0 OPERATIONS engineer

TTm Stale hirthw *apmalsi Bral at a condition at paytnem of the Fedural functs ohUgiiM. UicoofM ahd MIT Mih Iha iippCcaNa pvraeond «el forth in ZJ CFP Part
83a SuboM C. Appotxffit A which ii incorponrtud thdrafn By rofdranew.

State of Alaska, Department of Transportation U.S.DEPARTMENT OF TRANSPORTATION

and Public Facilities FEDERAL HIGHWAY ADMMSTRATIQN
(Offidii n*r* of Highway Agency)

By [L-A -tl

DOT&PF/Authorized Agant J

Any teal property icquirftd for IWh projeci oauimined lo bo in iuf«aa la tin ptdiern or future program
rtrecb M1 ba aitooaed olM iccottfetnoe Mih OMffa Carmen Rule end gouanino FHWA requimmgntn, ATPPQa MAM
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| 'ATE OF ALASKA PROJECT ESTIMATE (.
Department of Transportation and Public Facilities

Federal project no: TEA-0001 (126) State project no: 52514
Project Name; Coastal Trail Southern Extension.
TOTAL MATCHING FEDERAL
ITEM WORKTYPE ESTDCOST RATIO FUNDS
Requested Program and Agreement AEQtaaa
1) 10 ££N3 305,000 90.97% 272,910
TOTALS " 305,000 272,910

1) Indudee $5,000 non-panJdpating.

0005

Sapiomber S, 199a

MILES

12.0
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TP BE COMPLETE(L:) %Y FHWA MODIFICATION OF FEDERAL*AID
MENTW.YTTVWSACTON NUMBER PROJECT AGREEMENT Slalo
AND Alask

PlacoCosa APPROVAL/AUTHORIZATION - P?osjo: ‘o

03000C U3, £>*0*VnMI Of Trantporulton '
County FHWAATa" S gh O S uMm*TPEoi:éoroug.l e

52514
PROJECT TCRMIW

Kincaid Park to the Potter Weigh Station on Saward Hlgnway.

A. Project Seooa B. Rnanun for Modification ILon[HR (Milaa) 12.0

A. Extend the Coastal Trail from its existing southern terminus at Kincaid Park to the Potter Weigh Station on the Seward Highway. This
project will complete missing segments and improve trail and pedestrian safety throughout the Municipality of Anchorage,

B. Additional design funding requested (or Increased costs and environmental analysis.

Tne Project Agreement for tho abaveTeferanced project entered Into between the undersigned
parties and executed by tha Division Administrator on Sepiarrbur n. mss
Is hereby moditied as follows:

Appn CM* Fedural Funds Total Eitimalsd Cost
33B $272,910 §305.00Q
022 $636.790 £700.000
320 $195,505 $215.000
Estimated total cost of protect S1.10S.2BB S1.220.000
reouest authority to proceed for funding under certificationacceptance  riexempt EFFECTIVE DATE
Q Reconnaissance Study QFinal PS&E

PRBIMINAHY BNQINEERINQ

fl Environmental Document Approval
RIGHT&OF-WAY

1 Appraisals and Acquisitions fl Utility Relocation

CCNSTRUCTXDN n
HIGHWAY PLANNING & RESEARCH (HP&R1 fl
ATTACHMENTS: (XtCOST ESTIMATE ft MAP fXTSUPPOFTTING DATA fl CERTIFICATION CHECKLIST
REMARKS: (fwha uso onty) Environmental Document Approval STTP (]
Dan
ST1P 2278 SECTION: Ermenewnenti PAGE NO. 08-00 AMATO TIP Rank rs RBCOMvBCGDBY OPERATIONS ENGINEER:

NAME: AMATS COMIal TraJ SCiutham 2d aw bn.
All. OTHERTERMS AND CONDITIONS OFTHE FHOJECT AJ [ENTW U.REMAIN IN FULL FORCE AMO EFFECT.

Slate of Alaska, Department of Transportation U.S. DEPARTMENT OF TRANSPORTATION

_and Public Facilities FEDERAL HIGHWAY ACMNISTRATKIN
|OffiaiJ naxns ol Highway Agency)

By e
(OMsloo /W rjrtralof)
OOT&PFIAuthorlzed Aocent Dal* Exaodsd. SEP 15 J9g8

-h 33 7 APFRZA 1Qfle
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$

TO BE COMPLETED BY PHWA

MODIFICATION OF FEDERAL-A1D
w:mH.rmwsAOQT)N numbeh

PROJECT AGREEMENT
AND

UcaCodo APPROVAL/AUTHORIZATION e dital Preioot No.
J'nty03000C FHWA Aroa " DtleHTéﬁyvtay()l‘\Em‘g?r%gﬁn ggﬂozf.oc 2&0“26)
020
PROJECT TERMINI _ _ _
Kincaid Park to the Potter Weigh Station on Seward Highway.
A Project Scape  B. Reason for Modification (Longth: (Miles) 12.0

A. Extend the Coastal Trail from Its exisling southern terminus at Kincaid Park to tha PotterWely(e/| Station on the Seward Highway. This
project will complete missing segments and Improve trail and pedestrian safaty throughout the Municipality of Anchorage.

B. Additional desqn funding raquBSted: 1) reimburse ADF&G for expenses that will be Incurred In developlng hab|tat stud|e for the Anch
Coastal Wildlife Réluge, and review of study results (570,300); 2) fund a bird habitat studY that would be conducted

GS
1 3) fund tation. classification of the Anchomge ‘Coastal Wildlife Refuge o be conducted by USGS (568,500 4) fund
i sde“s?gnaa%%?n%t'?a?.énas&a%ané%ﬁ T pheomg ) yUSES Msasoh 4

The Project Agreement for the above-referenced project entered into bntwaan the undersigned
Pames and executed by the Division Administrator on Sapiembir 11, imp
s hereby modified as follows:

Appn Coda Fedoral Fundi Total Eitimated Cast
338 ' $305.00Q
022 $636.790 $700,000
320 $i95.586 $215.000
CMO $272.910 $300,000
Estimated total cost of project $1,378,196 *$1,520,000
REQUEST AUTHORITY TO PROCEED FOR FUNDING UNDER CERTIFICATION ACCEPTANCE  r 1FXFMPT _ EFFECTIVEDATE
Reconnaissance Study D Final PS&E
PRSIMINARY BMGINEERM3 Environmental Document Approval
RIGHTS-OF-WAY fl Appraisals and Acquisitions fl Utility Ralocatlon
CONSTRUCTION n
HIGHWAY PLANNING &RESEARCH IHPAH) fl
ATTACHMENTS: 1X1COST ESTIMATE NMAP  1XISUPPORTING DATA P CERTIFICATION CHECKLIST
REMARKS: (FWHA uoo only) Environmental Document Approval | snp []
Oala
STIP 2278 SECTION: ErtwnwmanU PAGE NO. 98-00 AMATS TIP Rank W RETCMAENDeJBY OPERATIONS ENGINEER

NAME: AMATS Coastal Trail Scuiham Extension.
AU.OWER TERMS AND CONDmMoNSOFTME PROJECT AGREEMENT W1U.REJWN INRHJ-FORCEAND EFFECT.

State of Alaska. Department ol Transportatlon U.S.DEPARTMENT DFTRANSPORTATION

and Public Facilities ; FEDERAL HIGHWAY ADMINISTRATION
(Official rcuno ol Highway Agency)

Bv

— - Dubioft Admiisiao) T
DOT&FF/Aulhorized Anent Data Ejiuculod_
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V <
mw.ATE OF ALASKA PROJECT ESTIMATE
Department of Transportation and Public Facilities August 23. 199
Federal project no: CM-TSA-0001 (125) State project no:_ 52514
Project Name: Coastal Trail Southern Extension.
TOTAL MATCHING federal
ITEM WORKTYPE ESTD COST RATIO FUNDS MILES
As Programmed and Agreement ftPFN; aaa
i)10 PENS 105.000 80.97% 90,970 12.0
11 PEG () 200.000 90.97% 181.940
305.000 272,910
APPN: Q22
211 PENS 700.000 90.97% 636.790
AEmaM
10 PENG 50,000 90.97% 45,485
1 HENS (1) 165.000 90.97% 150,101
215,000 195,506
TOTALS 1,220,000 1,105,206
1) Includes 55,000 non-participating.
2) MOa to design.
Revised Program and Agreement APPN: 33B
D 10 EQT5 105.000 90.97% 90,970 12.0
11 PENS 10) 200.000 90.97% 181.940
305.000 272,910
APPN: Q22
211 PENS (L) 700.000 90.97% 636,790
APPN: 320
10 PENS 50,000 90.97% 45,485
11 EEN3 (I) 165.000 90.97% 150.101
215.000 195,586
APPN; Q4Q
10 ISN3 300.000 90.97% 272.910
TOTALS 1,520,000 1,378,196

Includaa 58,000 non-participating.

MOA to design.
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@000

TOBECOVPLETED BY FHAA MODIFICATION OF FEDERAL-AID
MONTHLY TRANSACTION NUMBER PROJECT AGREEMENT SlalB

3N AND Alaska
Plaai Coca'- w APPROVAIZAUTHORIZATION Kodcra Project No.

03000C US, prpMrtme, e< TrenjsoruUofl CM-TEA-0001 f125)
wy FHWA Area Fsodonﬂ H mww AdmrtL?lreUaB sum Projk| No.
020 X-1 52514

PROJECT TERMINI:

Kincaid Park to the Potter Weigh Station on Saward Highway.

A. Prolert Scopb  B. Reason for Modification Longtiv (Milos) 12.0

A. Extend lhe Coastal Trail from Its oxIsting southam temninus at Kincaid Park to the Potter Weigh Station on the Seward Highway. This
project will complete mlissfig segments and Improve trail and pedestrian safety throughout the Municipality of Anchorage.

B. Additional design funding requested for. 1) Public Involvement-due to high level of Interest In this project, there have been more
community meetings than originally anticipated and higher public Involvement costs and; 2) Technical Studles-related to potential
impacts to the Anchorage Coastal Wildlife Refuge will need to be more detailed and over a longer duration than originally anticipated.

Tho Project Agreement for the above-referenced project entered Into between the undersigned
parties and executed by the Division Administrator on s«niomber it. mas
is hereby modified as follows:

Appn Cod(| Fedoral Funds Total Enimaua Coil
$305.0Q0
022 5636,780 5700,000
320 stss.sae $21S.000
QA0 $909.700 $1.000.000
Estimated total cost nf orotect S2.014.966 52.220.000
REQUEST AUTHOHITYTO PROCEED FOR FUNDING UNDER CERTIFICATION ACCEPTANCE P EXEMPT Q'ibClIVEdate
0 Reconnaissance Study QFinal PS&E
PRELIMINARY ENGINEERING 1 Environmental Document Approval
RIGHTS-OF-WAY ) 1 AooraisalS and Acquisitions fl Utility Relocatlan
CONSTRUCTION n
HIGHWAY PLANNING & RESEARCH (HP&R) fl
ATTACHMENTS: IXLCOST ESTIMATE ft MAP  fXI SUPPOFITENG DATA fl CERTIFICATION CHECKUST
REMARKS: (FWHA u» only) Environmental Document Approval STIP [1
Dete
STIP 2278 SSCTTON: £nftancamaru PAGE NO. 38-00 AMATS TIP Rank IB REXNWENDOJBY OPERATIONS ENGINEER

NAME: AMATS Coaeal Trail Soulham Ejderalen
ALLOTHER TERMS AND CONDfTIONS OF THEPROJECT AGREEMENT WILL REMAIN W FUU. FORCE AND EFFECT.

Steta of Alaska, Department of Transportation U.S. DEPARTMENT OFTRANSPORTATION
and Public Facilities . FEDERAL HIGHWAY ADMINISTRATION
(Oitoa! nami ol Hifihwiy Aooncy)

By. By. ) )
¢SrTDIWilon Adminfcirelor) (J

DOT&PF/Authorlzed Agenl Data Ex»culed_ JA fo j0-0

rx 2?27
ATP-W-ZA 10/90



03/01/02 17:25 FAX 19H22723317

EDGREN & ASSOC @010
m
il .TE OF ALASKA PROJECT ESTIMATE * .
Department of Transportation and Public Facilities Anil 17, 283
Federal project no: CM-TEA-0001 (125] State project no:_  °2°14
Project Name: Coastal Tr™l southern Extension,
TOTAL MATCHING FEDERAL
HEM WORKTYPE _ ESTOQOST RATIO FUNDS MLES
As Programmed and Agreement AEEttaaB
1)10 HEN3 105.000 90.97% 90,970 12-0
1 ==NcY(M] 200.000 90.97% 161.940
305.000 272,010
APPN: Q2Z
7) 11 EEN3 700.000 90.97% 636,790
APPN: 320
10 FENG 50,000 90.97% 45.465
n sac (U 165.000 90.97% 150.101
215,000, 195,566
APPN: Q40
I 0 FENG 300,000 90.97% 272,910
TOTALS 1,520.000 1,378.196
1) Includes S5,goo non-partJeipatmy,
2) MDAb dssign
Revised Program and Agreement APPN: 33B
) 10 PENG 105.000 90.97% 90,970 120
11 ==NeJ 200.000 90.97% 181.940
305.000 272,910
APPN: Q22
211 SENS (V) 700.000 90.97% 636,790
APPN: 320
10 PENS 50,000 90.97% 45,485
1 ENG () 165.000 90.97% 150,101
215.000 195,586
APEN: Q4Q
10 EEN3 400.000 90.97% 363,880
11 PENG (1) 600.000 90.97% 545.B20
1,000,000 909,700
TOTALS 2,220,000 2,014,986

1) Includes *5000 non-participating.
2) MOA to design.
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DEC-05-2001 WD 11:28 AH®DOT&PF FCE FAX NO. 1 243 6927 P. 02

PROFESSIONAL SERVICE'S Agreement No:  P22024

Federal Project No: TEA-0001 (12S)

AGREEMENT AKSAS Project No. 52514

Project Title: Coastal Trail Southern Extension

To this Agreement between THE STATE OF ALASKA DEPARTMENT OF TRANSPORTATION & PUBLIC
FACILITIES, STATEWIDE DESIGN & ENGINEERING SERVICES

Hereafter the CONTRACTING AGENCY, and HDR Alaska, Inc.

hereafter the CONTRACTOR, effe=tivL on the last date executed by Its parties, in consideration of the terms, conditions
and promises of Articles 1 through 7 in this document, the parties hereby agree.

CONTRACTOR
Signature: mfeiSiuu. Signature.
Name: Duane A. Hippe, P.E. Date Name: Date
Title:  Senior Vice President Title:
e, o 1K CONTRACTING AGENCY
'Contract Contracting Officer
Signature: Si
Name; Ji Date Date
Title: ProjectManage/**'J Title: Preconstruction Engineer

ARTICLE 1 - PURPOSE
11 This contract Incorporates the ser ‘ices performed under Municipal Contract No. 74679. See Appendix F.  All work
under Municipal Contract No. 74L79, which entailed Preliminary Engineering and the Viable Alternatives Phases,
has been completed, accepted, arid paid for. These services are now referred to as Task A
1.2 WiThe Contractor shall conduct engineering and environmental analyses and studies: gather data from governmental
agencies end tha public; and mate presentations at scoping meetings and at a public hearing; and prepare an
Environmental Impact Statement (EIS).

ARTICLE 2 - COMPENSATION
2.1 'The maximum amount payable unler this Agreement as set out in Appendix C. shall not exceed:

Already compensated under Municipal Agreement 74679. Nine hundred seven thousand, one hundred twenty nine
dollars (£907,129). This agreement adds Five Hundred Thirty Eight Thousand Three and No/100 Dollars
(£538.003) for the new services, fir atotal compensation of One Million Four Hundred Forty Five Thousand, One
Hundred Thirty Two and No/100.

*  (£1,445.132)

A THCLE 3 - PERIOD OF PERFORMANCE

31 . CONTRACTOR shall commence services under this Agreement as authorized by wntten Notlce(s) to Proceed
and shall complete the services In acco dance with nny lime schedule required by Appendices. This Agreement is of no
force or effect until executed by the CONTRACTOR 3hd the CONTRACTING AGENCY and no services shall be
undertaken or performed until a Notice  Proceed is issued.

3.2 The Period of Performance under >his Agreement Shall end: December 31,2002

0ss (/1/95) OOT&PF Form 2SA28t Agreement f> « S pao» 1DI2
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AKSAS Project Not 52514
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APPENDIX C EXHIBITCL, YIETHOQS OF PAYMENT Date Prepared: 8/31/01

1. Payments will be made in accordance with Article A7 (Basic Agreement), Articles CL CS (Appendix C), the following.
and the applicable discussions of Methods of Payment presented below.

CONTRACTOR & SUBCONTRACTOR METHOD ESTIMATED ESTIMATED
SUBCONTRACTORS TO: IFIRN ) OF PAYMENT COST FEE PRICE
Task A Services (fully paid) 5307,129
New Services, Task Group B:
HDR Alaska, Inc. T&E S369.440 $369,440
LDN HDR Alaska, Inc. T&E 552.553 $52,553
DOWL HDR Alaska. Inc. T&E $40.970 $40,970
ABR HDR Alaska, inc. T&E 545,000 545,000
CMIV HDR Alaska, Inc. T&E S22.000 $22,000
CRC HDR Alaska. Inc. T&E 52,600 52.600
Arktos HDR Alaska. Inc. T&E S5.400 55,400
Total Agreement Amount: 51,445,132

Note: Ifa Method Df Payment is "Fixf:d Price", then the amount listed under "Estimated Price” is the Fixed Price,

- « TIffIBAAd EXPENSES payments will be made according to the following:

2:1 Payments for TIME will be equivalent to the number of hours expended by each job multipliedby
the applicable Biling Rate. Work will be performed by personnel with the lowest reasonable skill levels and hourly
trates. Further, when performing wjrk for which they are over qualified, individuals will charge time at ra.es equivalen,
(tp skill levels commensurate with Ue work they perform.

211 BILLING RATEs for persons who work on this contract shell be the sum of the persons 2Ctua ° "'ect
'Labor Rate plus an Ulowanbe for Indirect Cost at the then current Agency sPPrOMecL*n°ir®f|L
for the person’s employer (firm) plus a fee (profit) of ten percent; e.g.. S20 * (1.50 x 525)  (.iu X
'[625+(1.50 x 525)] = 568.75.

2.1.1.1 Bilinc Rates for HDR Alaska. Inc. personnel were negotiated utilizing an IDCR of 156.6%
and a 12 5% profit factor. The fDCR referenced in this agreement for HDR Alaska, Inc. is fixed at
158.5%, effective July 1. 2001 to June 30. 2002 based on audit 01-PA-16 dated June 19, 2001.

Effective July 1, 2002 this rate would become a Provisional Rate until a new audit is performed
and a new IDCR is negotiated and approved by the Contracting Agency. HDR Alaska, Inc. hilling
rates over Si40.00 per hour that are fixed as defined in paragraph 3, Special Considerations,

are ltemized below:

JOB CLASSIFICATION PERSON'S NAME BILLING RATE rSHR>
Contract Manager Duane Hippe S140.66
Project Manager Mark Dalton S142.55

2.1.1.2 Billin) Rates for all subcontractors were negotiated using the general
paragraph 2.1.1. Subcontractor billing rates over S14Q.00 . per hour that are fixed as
defined in paragraph 3. Special Considerations. a.e itemized below:.

JOB CLASSIFICATION PERSON'S NAME BILLING RATE /S/HR)

None

2.1.2 BIiLUNG RATES art negotiated hourly labor rates which include compensation for all Costs (Direct Ccsi
of Direct Labor and all Indirt ¢ Costs) plus Pec, except for allowable direct Expenses.

a.sy (51/98) DOT&PF PSA Bxtlon C-i. Method(s) of Payent _ « Fsfic 1
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J CENTRAL REGION
| DEPARTMENT OF TRANSPORTATION and PUBLIC FACILITIES
MEMORANDUM State of Alaska
ja. R. J« Knapp date; APril 3> 1986
Commissioner
Department of Tra ALE NO
Public
v O 266-1440
FROM: Wil °s 198% Nondalton-Newhal en/
Deputy Commissioner Iliamna Pioneer Road
Central Region Economic Feasibility
ttHMSStoNe£][ Study
OFFICE

Transmitted for your review and approval s

IHamna Pioneer Road Economic Feasibility Study. The
at your request to determine the economic viability of
Road project.

A number of socioeconomic elements regarding the three

adequate
Included; 1) an

in the in order to develop

future

analysis

travel demands. The elements

a copy of the
analysis was
continuing the

communities was
background information and to

overview of the

Nondalton-Newhalen/
undertaken
Pioneer-

analyzed
identify
Triangle

communities; 2) transportation and land use development; 3) general economy of
the communities; 4) on-going activities and future outlook of the Triangle
communities; 5) population trends; and, 6) future travel demand forecasts between
the Triangle communities.
M aterial for the study was gathered frwn a number of sources including community
leaders, government agencies, and private sector officials. In addition, a
thorough review of all available documents was made and site visit conducted
to gather information about the communities.
The benefit/cost analysis evaluated a number of items in developing the final
ratio. The benefits accruing to the project included;

1. The present worth of annual user savings with the proposed road ($1,672,516);

2. The present worth of the annual savings In the cost of consumer goods

($260,954); and
3. The present worth of local employment benefits ($1,430,352).

road is to

The effect of completing the new

and create cost savings for travelers between Nondalton
Three persons would also directly benefit from local

The present worth of benefits of the project cited above
$3,363,822.

The cost of
made to the

completing the new road means that
project. The present worth of the total

project are estimated to total $12,828,312. This

increase the opportunity for

employment

are estimated to

a commitment of
costs for the

travel

and Newhalen/lliamna.

opportunities.
total

resources must be
Nondalton/Newhalen

includes;
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'* R. J. Knapp '2'

1. The costs to complete construction of the entire road (19,000,000);

2. The present worth of the average annual user costs ($2,193,624); and

3. The present worth of annual maintenance costs ($1,634,688).
The benefit/cost analysis contained in the study concludes that the construction
of the road is not economically justifiable at this time as the cost far exceeds
the benefits. The benefit cost ratio ($3,363,822/$12,828,312) for the project
equals .26. However, the present value of the project may be affected by
future events. Consequently, it is recommended that the project be re-evaluated

at some future time.

If you agree with the results of this analysis, please indicate your concurrence
be! cm.

0G/cn

Attachment

Do Not Concur R. J. Knapp Date
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Preface

This document presents the Southwest Alaska Transportation Plan, which culminates a four-
year effort to define and select a blueprint for the region’s transportation future in the coming
decades. The Alaska Department of Transportation and Public Facilities (DOT&PF), as the
State agency responsible for highways, ferries, airports and ports and harbors, undertook this
effort to ensure that future investments in the region's transportation infrastructure are the most
cost-effective and beneficial to the residents of the region.

This plan is one of a series of regional, multi-modal transportation plans being undertaken for
Alaskan communities. It forms part of the Statewide Transportation Plan and presents the
project recommendations for the Southwest Alaska region. This plan draws its authority from
Alaska Statute 44.42.050, which requires DOT&PF to prepare plans for transportation facilities,
and is also an element of the Federally-required Statewide Transportation Plan as defined In 23
CFR 450.214. The Federal requirement is important, as Federal transportation funds must be
allocated consistent with transportation plans prepared following Federal guidelines.

The Southwest Alaska Transportation Plan is not about changing services and facilities for the
sake of change. Rather, it reflects a broad-based public involvement effort that seeks to
improve year-round mobility and access for residents and visitors, lower the costs of moving
goods, and remove barriers to regional economic development and coordination.

Because of the remote and largely undeveloped character of the region, conventional methods
for determining the value of system improvements used In typical urban and rural settings are
not helpful. Rather, the plan examines the region’s geographical, economic and socio-political
characteristics and envisions the corridors that would link the communities together. The multi-
modal analysis then proceeds to determine the most economical sequence for establishing
infrastructure and the most suitable facilities to employ.

We concede that some infrastructure improvements recommended in these pages may not
"pay for themselves" using typical methods used to assess costs and benefits over a 20-year
timeframe. The question is much more basic: "What transportation infrastructure is needed to
provide a stable economic climate in the region, and how is the best way to go about investing
in it?" Transportation is Intrinsic to the region's economic vitality, providing the necessary
mobility to make the difference between self-sufficiency and dependency. The Southwest
Alaska Transportation Plan begins the long process of infrastructure development in the region.

This infrastructure will lower the per-person costs of government services, enhance the region's
economic outlook, and improve the quality of life and future of the region's families and
businesses.

This document does not portray the sum total of the planning effort, but rather a summation of
the findings and key processes. The supporting technical memoranda are numerous, each
representing the findings up to the point when it was published. Due to the limited planning
budget, the technical memoranda were not revised to bring them up-to-date, but new findings
were incorporated into each subsequent product. The technical memoranda can be accessed
and downloaded through DOT&PFs website (http://www.dot.state.ak.us) or can be sent in CD
form upon written request.

PARSONS Southwest Alaska Transportation Plan
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Table 11
Recommended Priority Order for Road Construction
Cook Inlet to Bristol Bay Corridor

Segment Estimated Capital Cost
Williamsport to Pile Bay $34,685,500
Naknek to South Naknek $59,805,500
Pile Bay to Pedro Bay to lliamna ~$51,870,000
lliamna to Igiugig $37 880,000
Igiugig to Naknek $127,675,000

Table 12 describes cost and effectiveness measures for each of the Cook Inlet to Bristol Bay
Corridor roadway segments. The first recommended segment, Williamsport to Pile Bay, has the
lowest net annualized cost of the group, w f:,c the second segment, Naknek to South Naknek
has the lowest net annualized cost per person trir -jccommodated. The Naknek to South
Naknek connection, by providing access for South Naknek residents to the communities on the
north side of the Naknek River and to the regional airport at King Salmon, would shift the
purpose of the South Naknek airport away from its current role as primary community access.
With a bridge connection to South Naknek, the appropriate roles and ownership of all the
airports in the Bristol Bay Borough, South Naknek, Naknek and King Salmon, should be re-
examined. Projects for this area in the Statewide Transportation Improvement Program include:

Programmed Projects (FY 2001-2003)

Location ' Description Estimated Capital Cost
lliamna - Newhaien River Bridge and roadway improvements 55,300,000
Nondalton
Igiugig Sanitation Road. Construct approximetely 0,3 miles of new gravel $1,200,000

sggfdace roadway and widen/resurface ancther 0.3 miles of existing
road.
Naknek/King  In Naknek construct approximately 3,5 miles of bike/ped trolls $3,150,000
Salmon from downtown to Donna G Subdivision. In King Salmon
construct approximately 2.5 miles of trail from downtown to Hat
Nose Henry Road.
Proposed Projects

Location Description Estimated Capital Cost
King Salmon  King Salmor/Naknek Road Improvements $12,593,000
King Salmon  Naknek Lake Access Road improverments $3,445,00D
Naknek Naknek Crossing road link and area aviation needs study $200,000
Naknek 2rf Avenue reconstruction $837,000
Naknek Pederson Point Road extension S1,750,000
Pedro Bay Rushing Creek Bridge replacement $687,000

-2 f <
PARSONS Southwest Alaska Transportation Plan
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Table

12

Cost and Effectiveness Measures of Proposed Roadway Segments
Cook Inlet to Bristol Bay Corridor

Annual

Segment O&M Cost
Williamsport 09
to Pile Bay 20
Pile Bay to
Pedro Bay to $513,000
lliamna
lliamna to $750.000
Igiugig '
Igiugig to
Naknek $1,012,500
Naknek to 01290

South Naknek

Annualized Annualized

Capital Cost Capital Cos
@7% plus O&M
Interest Cost

$3292,940  $3,502,200

$4,696,160  $5,409,200

$3,295250  $9,051,300
$12,051,620 $13,064,100

$5,645220  $5,706,500

Estimated
Annual
Freight

Cost

Savings10

$3,554,600

$754,100

$89,300
$2,076,600

$340,100

DThe calculation of freighl cosl savings is described In Appendix B of ltis report,

Net
Annualized
Cosl

$4,655,100

$8,962,000

$10,987,500

$5,366,400

Cook Inlet to Bristol
Bay Roadway System
Only

Estimated Net
Annual

Annualized
person  COStPer
Trips Person Trip

1,900 $0.00
22,900 $203.28
115,800 $77.39
127,500 618
115,400 $6.50

Full System
Eztlmattled Net
gg;(? Annualized
Person Cost per

Trips Person Trip
5,000 $0.00
33,300 $139.79
126,300 $70.96
214,450 $1.24
278,300 $19.28

= P
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Table 15

Recommended Priority Order for Road Construction

Alaska Peninsula Corridor

Segment Estimated Capital Cost
$28,146,000
$84,630,000
$56,166,500
$13,650,000

$119,847,000
$53,067,000
$74,802,000

$129,205,000

Chignik Intervillage Road
Chignik to Port Heiden
Chignik to Perryville
Perryville to Ivanof Bay
Port Heiden to Ugash X
Ugashlk to Pilot Point
Pilot Point to Egegik
Egegik to South Naknek

Air Transportation System

A number of aviation improvement projects are currently programmed for airports in the Alaska

Peninsula Corridor12

Programmed Projects (FY 2001-2003)

Location Description

Chignik Lagoon ~ ALP Update

Egegk Rurmay Extension and Resurfacing and Crosswind Rurway

Ivanof Bay Airport Master Plan

Perryville Airport Improvements Stage 1

Poti Heiden Runway Resurfacing and Safety Area BExpansion

Proposed Projects

Location Description

Chignik area Tri-ccmmunity Airport Master Plan'

Chignik Airport Lighting Installation

Chignik Lagoon Interim Improvements2
Chignik Lake Airpon Improvements2
Perryville Airport Improvements Stage 2
Pilot Point Rurmay BExtension
' Southwest Transponailon Plan recommendation- Mot previously on Aviation Needs List

ZPIeed documented on Aviation Needs List but project should bé reevaluated pending completion of tri-community Airport Ma3ter

significance equm purcha S andanor bperational" expend tures are no |nclu

PARSONS Southwest Alaska Transportation Plan
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Estimated Capital Cost

Estimated Capital Cost

forttorepo

JZTAQe I}gﬁ%%gﬁuge rb(r)]ég tartejle0 gtrceS atseéi un?h{l rr](;? 0VId er Ma ard to SteR

$60,000
$5,500,000
$350,000
$250,000
$4.100.000

$400,000
$350,000
$1,000,000
$2,800,000
$2,500,000
$3,000,000

harpe MacLadjlan an
only projects Of regional

°2S



Table 16
Cost and Effectiveness Measures of Proposed Roadway Segments
Alaska Peninsula Corridor

Alaska Peninsula Full Svstem
Roadway System Only Y
Annualized 1Annualized E,Sb\trlmsgeld Net EsAtri]nr;nngd Net ESAtr'mS;eld Net
Seament Annual Capital Cost Capital Cosl Ereiaht  Annualized 2020 Annualized Annualized
9 O&M Cost  @7% I plus O&M 9 Cost per Cost pur
Interest Cosl Cost Cost Person Person Trip Person Person Trip
Savings Trips Trips
tSooEgheglg\liz;knek $877500 $12,198040 $13,073,500 $0 $13,073,500 149,500 307.45
IEgegik lo
1Pilot Point $739,000 $7,060700 $7,000600 $367.30D  $7,433,300
Pilot Polnl to
Ugashlk $159.300 35168500  $460,000
Ugashlk to ¢ 105300 $12498000  $35,700
Port Heiden
Pori Heiden g7 000 $8025500  $639,500
to Chignik ' . ’
|IChignik
Intervillage $305,100 32911,930 $3217,000 $1,094800 52122200 100,600
Road
ggr'?;\j:‘”;o 641350 $50L720 $5843100 $45800 35307300 2680

Perryville to
Ivanof Bay $135000 $1288460 $1423500| $73000 $1350500 12500
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Attachment B (Excerpt of ADO T contract re: Extension of Coastal Trail):
= Contract for preliminary engineering, design and environmental isa “time and expense””
contact - a form of public contract that is highly disfavored because itcontains no incentive

to control costs.

Attachment C (ADOT approval in 1986 of benefit-cost analysis re: Iliamna-Nondalton Road):
= Benefit-cost ratio in 1986 for proposed Iliamna-Nondalon Road was 0.26, and therefore
project was cancelled as not economical ly justified after $4 million wasted.

Attachment D (Excerpt of AD O T 3current Statewide Transportation Improvement Program re:

I liamna-Nondalton project):
= |liamna-Nondalton is revived without any new cost-benefit analysis.

Attachment E (Excerpts of 1995 and 1996 capital budget acts re 1liamna-Nondalton project):
= Why does ADOT seek $10 million for a project itclaims will cost $5 million?

Attachment F (Exceipt of February 2002 Draft Southwest Alaska Transportation Plan):

e Concedes (p. vi) that “Some” recommended projects are not cost-beneficial.

= Table 1l — Cook Inlet to Bristol Bay corridor estimated cost isS363 MILLION.

= Table 12— Cook Inlet-Bristol Bay corridor costs far more than itsaves. Annualized Capital
cost to State (capital + 0&M) - $37 million/year. Net Annualized cost to Alaskans:$30
million. Net Annualized Savings to Alaskans:$6 million. Benefit-cost ratio: $6 million/$37
million equals 0.16.

= Table 15 — Alaska Peninsula corridor estimated cost is$556 MILLION.

= Table 16 - Alaska Peninsula corridor costs far more than itsave. Annualized Capital cost to
State (capital + 0&M) : $57 million/year. Net Annualized cost to Alaskans:$54 million. Net
Annualized Savings to Alaskans:$3 million. Benefit-cost ratio: $3 million/$57 million

equals 0.05.
= Conclusion: ADOT proposes wasting aBILLION DOLLARS on projects not cost-

beneficial.

SUMMATION:

The issue ishow to achieve efficient expenditure of transportation dollars and avoid waste,
without interfering with federally required planning requirements. The Coastal Trail, the

I liamna-Nondalton project, and the Southwest Plan reveal two problems: (1) when preliminary
design costs skyrocket, as in the case of the Coastal Trail, the project is not evolving as originally
anticipated, and the costs and benefits are likely to be very different than originally anticipated;
(2 ADOT proposes vast waste on projects itadmits arc not cost-effective.

HB 473 addresses the first by requiring an updated cost ber ;fit analysis. 11B 473 should be
amended to address the second by requiring an updated a™~ <sis in the second situation, too,
because years may elapse between the plan and the funding icgucst.
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PURPOSES OF HB 473:

= Promote efficient transportation planning and expenditures by reducing waste on inefficient

projects.
= Enhance legislature 3 and public 3 ability to examine costs and benefits of new projects.

MAIN POINTS:
= / i™0T does not prepare an annual state transportation plan required by AS 44.42.050.
Missing ingredient: cost-benefit analysis of any new transportation facility.

Results: (1) deprives the legislature of an ability to compare the cost-effcctiveness of
projects; (2) deprives legislature of an ability to prevent waste on ineffective projects; (3)
diminishes ability to fund effective projects; (4) inhibits ability to fund proper maintenance.

= HB 473 would improve the situation by compelling an updated cost-benefit analysis
whenever costs of preliminary engineering and design skyrocket on a new facility.

= HB 473 could be amended to improve it further by providing that an updated cost-benefit
analysis would also be required ifno construction has occurred and significant time, such as
three years, has elapsed since the legislature initially allocated funds to the project.

= Updating cost-benefit analysis is appropriate in such circumstances. Dramatically increased
costs for preliminary design and engineering indicate that the project is not evolving as
originally anticipated and may cost substantially more to construct. Significant passage of
time without construction may mean that other projects are more deserving.

ATTACHMENTS

Attachment A (ADOT-FHWA Project Agreements re: Extension of Coastal Trail):

= (Costs of preliminary engineering and design, including environmental analysis, have
skyrocketed from $300,000 to $ 2.2 million, and there is still no proposed route or
environmental document.

® This indicates that costs of construction and maintenance are likely to be very different from
original estimates, and updated cost-benefit analysis would help Legislature decide whether
to fund a substantially-changed project.
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» Background:My name is Deanna Essert and | live at 6262 W. Dimond Blvd. | have
served on the Citizen’s Advisory Group for The South Coastal Trail Extension in 99
and 2000. Presently I serve as the Sand Lake Community Council representative to
AMATS, (Anchorage Metropolitan Area Transportation Study) where | act as an
observer ofthe AMATS Technical Advisory and Policy committees. My duties are
to report on proposed projects and their costs. Originally I became interested in
AMATS in 1996 when the request was made for the initial $300,000 allocation for
preliminary engineering to extend the existing Coastal Trail. According to the
Areawide Trails Plan, this trail is supposed to improve the travel options in under-
served South Anchorage. Sand Lake has had difficulty in securing funding to build
any new links in the existing trail system. Studies that supported links were often
shelved and new trails were proposed, each more grandiose than the other. My
interest is in a cost effective trail that will benefit people ofall ages and abilities and
provide safe convenient access to link our parks, recreation facilities and schools.

» History of Participation: Over the years | have increased my attendance at AMATS
meetings and have become increasingly concerned about the methods used for
advancing projects and at the alarming increase in costs for some projects. | note that
individual members of the AMATS Technical and Policy Committees have
protested that they have difficulty in tracking individual projects. Supposedly,
projects arc selected for the TIP (Transportation Improvement Program) based on a
set of ranking criteria. There is no cost benefit analysis that determines how
individual projects are ranked. New projects are added and projects already on the
TIP are often moved down in ranking or shifted to the Capital Improvement Program
for bonding. Projects that cost the most often migrate to the top of the list.

» Example #1 :One example of a project that is out of control on the TIP is the
extension of the South Coastal Trail. Preliminary Engineering costs for the Coastal
Trail extension have expanded from the initial $300,000 in 1996 to the present
$2,200,000. InJanuary of 2002 the Policy Committee requested an additional
$250,000 for design of the Coastal Trail. At the time of this latest request, Frank
Dillon, from the Policy Committee asked ADOT what was the intended use of the
$200,000 since he was not aware something had been designed or that a route had
been chosen for the Coastal Trail Extension. Ms. Rigg from DOT explained that
additional funding was requested for preliminary engineering. While the dollars are
being allocated for preliminary engineering for the Coastal Trail extension, other
projects that are more cost effective are being delayed or moved offthe TIP. |
support Mr. Parker’s argument for requiring an updated cost-benefit analysis
whenever costs for preliminary engineering and design increase disproportionately

fora new project.
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Example #2: A second example of a project that is out of control on the TIP is the
Ship Creek Trail. Changes in the project pushed up the cost of the Ship Creek Trail
from the initial projected $5,700,000 to the projected $9,290,000 in the Amended
1998-2000 TIP. The Ship Creek Trail project was originally written to extend the
Coastal trail 4 miles, from its current terminus at 2rd Ave., via Ship Creek to the
Glenn Highway with connections to Government Hill.  In the 2001-2003 Amended
TIP, the Ship Creek Trail now has four phases and an anotation explaining that
“funding for construction needs to be adjusted in future TIP amendments updates.” It
Is now 2002, four years since funds were allocated for the project and no construction
has occurred. Mr. Parker’s proposal to require an updated cost-benefit analysis, if
construction doesn’t occur within three years of allocation of funds, will help
contain costs and steer funding towards more deserving projects.

Overview: As a concerned citizen, | have inquired why preliminary engineering and
design costs double and triple for projects. One ADOT planner stated “ it costs
what it costs”. No one could explain WHY it costs what it costs! Due to my concern,
| volunteered to review ADOT contracts and spent multiple afternoons reviewing
contracts for various state projects. Many compensation contracts masquarading ac
“time plus expenses” allowed the contractors to increase their fees by increasing their
costs. A better description of this type of compensation contract would be “cost plus
% of cost” and | understand that this type of compensation contract is illegal under
FI-IWA guidelines. Now, | know why it “costs what it costs”!

SUMMARY

| support HB 473 because it will improve the Legislature’s ability to curtail costs and
bring projects forward that are cost effective. Massive projects consume most of the
Federal TEA-21 dollars and often require expensive redesign and maintenance.
Often, the promised economic benefits do not meet expectations, but the economic
costs exceed expectations. Requiring a cost-benefit analysis in the initial planning
stages will save us millions of dollars.

Deanna Essert
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Good afternoon. My name isTim Bridgman. My permanent residence for the last twenty
years is 240 Pacific View Drive in Anchorage. lam adegreed civil engineer and am self-
employed as a consultant specializing in project management of projects requiring

design, construction, operations and maintenance. lam testifying to support HB 473.

lam concerned with a tendency for some projects that pass over the threshold of good
engineering practice and economic sense and seemingly develop a mind of theirown as
they are further propelled by emotions and other forces to a point that isway past their
economic justification. HB 473 will curb these runaway projects by requiring a
reassessment of the project ifthe initial costs of design and environmental assessment
exceed the original estimate by 50%. The reassessment will be included in the annual

update of the State Transportation Plan, which is reviewed and approved by the

Legislature.

When estimating the cost of a project, it is obviously not possible to know exactly the
pitfalls that will lie ahead that will drive up the costs of the design. That iswhy
contingencies for unknown conditions are included in the originating estimates.
Therefore a project whose costs have exceeded the estimate by more than 50% indicates
that something isdrastically different from the assumptions made in the original estimate.

This bill calls for a reassessment of these projects.

e

One tool used in this-anaiysis-is the cost/benefit analysis, wh/ich is an estimate of the costs
S

* /-f t

(
benefit costs divided by the project costs. This should not be confused with”&tsjyid.

benefits, which sometimex-appetti-s~as a list of the costs and list of the benefits without

attempting to quantify the benefits.
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By way of example, I'would like to mention two projects that have escalated in costs way
beyond the threshold of reasonableness and economic sense and where | think this bill
will give the Legislature the opportunity for further review. The examples are the

c-Anchorage Coastal Trail and the Mliamna-Nondallonroad. * f

W ftiS& urifP Mra
| have a personal interest in the Anchorage Coastal Trail and so have attempted to inform
myself of its progress. The Project Agreement between the Federal Highway
Administration and the Alaska Department of Transportation was signed on September
11. 1996 and authorized funding for preliminary engineering through to the approval of

environmental documents amounting to $305,000.

In September 1998, additional design funds for further environmental analysis were

requested bringing the total design funding to $1,220,000.

A further request for additional design funds was made in April 2000 to perform
additional technical studies bringing the total for design funding to $2,220,000. We are
now four years into the project, nothing has been built, and we have spent over two
million dollars for a lot of paper. Members of the Legislature, please, at what point do we

say enough is enough?

[, In the other example of the Illiamna-Nondalton road, further design was curtailed in April

1986 after the benefits of the project were estimated at $3.3 million compared to the costs
of $12.8 million giving a benefit to cost ratio of 0.26. Yet this same project appears in the
2001-2003 Statewide Transportation Improvement Plan with a request for funding for

five million dollars.

We know that projects go through changed conditions. We also know that projects are
driven by many forces not all of them either logical or economic. However, | urge you to
support HB 473 because it will provide you, the Legislature, with legislative oversight of

projects that appear to be out of control.

"o 2
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» Background;Mv name is Deanna Essert and | live at 6262 W. Dimond Blvd. 1have
served on the Citizen’s Advisory Group for The South Coastal Trail Extension in 99
and 2000, Prcscnttyl serve as the Sand Lake Community Council representative to
AMATS, (Anchorage Metropolitan Area Transportation Study) where | act asan
observer ofthe AMATS Technical Advisory and Policy committees. My duties arc
to report on proposed projects and their costs. Originally | became interested in
AMATS in 199 when the request was made for the initial $300,000 allocation for
preliminary engineering to extend the existing Coastal Trail. According to the
Areawide Trails Plan, this trail is supposed to improve the travel options in under-
served South Anchorage. Sand Lake has had difficulty in securing funding to build
any new links inthe existing trail system. Studies that supported links were often
shelved and now trails were proposed, each more grandiose than the other. My
interest is in a cost effective trail that will benefit people ofall ages and abilities and
provide safe convenient access to link our parks, recreation facilities ar.d schools.

 History of participation: Over the years | have increased my attendance at AMATS
meetings and have becomo increasingly concerned about the methods used for
advancing projects and at the alarming increase in costs for some projects. 1note that
individual members of the AMATS Technical and Policy Committees have
protested that they have difficulty in tracking individual projects. Supposedly,
projects are selected for the TIP (Transportation Improvement Program) based on a
set of ranking criteria. There is no cost benefit analysis that determines how
individual projects are ranked. New projects *<aadded and projects already on the
TIP are often moved down inranking or shifteu to the Capital Improvement Program
for bonding. Projects that cost the most, often migrate to the top of the list.

» Example ftl :One example of a project that is out of control on the TIP is the
extension ofthe South Coastal Trail, Preliminary Engineering costs for the Coastal
Trail extension have expanded from the initial $300,000 in 199 to the present
$2,200,000. In January 0 f2002 the Policy Committee requested an additional
$250,000 for design ofthe Coastal Trail. At the time of this latest request, Frank
Dillon, from the Policy Committee asked ADOT what was the intended use of the
$200,000 sinco he was not aware something had been designed or that a route had
been chosen for the Coastal Trail Extension. Ms. Rigg from DOT explained that
additional funding was requested for preliminary engineering. While the dollars are
being allocated for preliminary engineering for the Coastal Trail extension, other
projects that are more cost effective arc being delayed or moved of Tthe TIP. |
suppoit Mr. Parker’s argument for requiring an updated cost-bencfit analysis
whenever costs for preliminary engineering and design increase disproportionately
for a new project,

. 02


mailto:dessert@cci.net

MAR-05-02 TUE 04:38 PM § 1IC LEGIS INFO OFC

FAX NO, 8 69 0229

Example #2 A second example of a project that is out of control on the TIP is the
Ship Creek Trail. Changes in the project pushed up the cost ofthe Ship Creek Trail
fromthe initial projected $5,700,000 to the projected $9,290,000 inthe Amended
1998-2000 TIP. The Ship Creek Trail project was originally written to extend the
Coastal trail 4 miles, fromits current terminus at 2rdAvc., via Ship Creek to tho
Glenn Highway with connections to Government Hill.  In the 2001-2003 Amended
TIP, the Ship Creek Trail now has four phases and an anotation explaining that
“funding for construction needs to be adjusted in future TIP amendments updates.” It
Is now 2002, four years since funds were allocated for the project and no construction
lias occurred. Mr. Parke’s proposal to require an updated cost-benefit analysis, if
construction doosn’t occur within three years of allocation of funds, will help
contain costs and steer funding towards more deserving projects.

Overview: As a concerned citizen, | have inquired why preliminary engineering and
design costs double and triple for projects. One ADOT planner stated * it costs
what it costs”. No one could explain WHY it costs what it costs! Due to my concern,
| volunteered, to review ADOT contracts and spent multiple afternoons reviewing
contracts for various state projects. Many compensati n contracts masquarading as
“lime plus expenses” allowed the contractors to increase their fees by increasing their
costs. A better description of this type of compensation contract would be “cost plus
% ofcost” and | understand that this type of compensation contract is illegal under
FHWA guidelines. Now, | know why it “costs what it costs”!

SUMMARY

Tsupport HB 473 because it will improve the Legislature’s ability to curtail costs and
bring projects forward that arc cost effective. Massive projects consume most of the
Federal TEA-21 dollars and often require expensive redesign and maintenance.
Often, the promised economic benefits do not meet expectations, but the economic
costs exceed expectations. Requiring a cost-benefit analysis in the initial planning
stages will save us millions of dollars.

Deanna Essert

. 03
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Good afternoon. My name is Tim Bridgman. My permanent residence f)r the last twenty
years is 240 Pacific View Drive in Anchorage, | am a degreed civil engineer and am self-
employed as a consultant specializing in project management of projects requiring
design, construction, operations and maintenance. | am testifying to support 11B 473.

1am concerned with a Lendcney for some projects that pass over the threshold of good
engineering practice and economic sense and seemingly develop a mind of their own as
they are further propelled by emotions and other forces to a point that is way past their
economic justification. HB 473 will curb these runaway projects by requiring a
reassessment of the project if the nitial costs of design and environmental assessment
exceed the original estimate by 50%, The reassessment will be included in the annual
update of the State Transportation Plan, which is reviewed and approved by the
Legislature.

When estimating the cost of a project, it is obviously not possible to know exactly the
pitfalls that will lie ahead that wall drive up the costs of the design. That is why
contingencies for unknown conditions are included in the originating estimates.
Therefore a project whose costs have exceeded the estimate by more than 50% indicates
that something is drastically different from the assumptions made in the original estimate.
This bill calls for a reassessment of these projects.

One tool used in fter-analysfe-is the cost/bcnoaiit analysis, which is an estimate of the costs
of a project compared to the costs of the benefits\usually expressed as aratio of .
benefit costs divided by the project costs. This should not be confused wiflpcostsjind
benefits, which somet«RCAttppefii'$-t» a list of the costs and list of the benefits without
attempting to quantify Lhtcbenefits.
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By way of example, | would like lo mention two projects that have escalated in costs way
beyond the threshold of reasonableness and economic sense and where | think this bill
will give the legislature the opportunity for further review. The examples are the

<Ainchorggc Goastal Trarl and the ltdamna-Nonctalton.road. / , -r
hufafyyittfy to# cM&aWirfin ~ ntr, faxwiM M UM j

| have a personal interest in the Anchorage Coastal Trail and so have attempted to inform
myself of its progress. The Project Agreement between the Federal Highway
Administration and the Alaska Department of Transportation was signed on September
11, 1996 and authorized funding for preliminary engineering through to the approval of
environmental documents amounting to $305,000,

In September 1998, additional design funds for further environmental analysis were
requested bringing the total design funding to $1,220,000.

A further request for additional design funds was made in April 2000 to perform
additional technical studies bringing the total for design funding to $2,220,000, Wc arc
now four years into the project, nothing has been built, and we have spent over two
million dollars for a lot of paper. Members of the Legislature, please, at what point do we

say enough is enough?

In the other example of the llliamna-Nondalton road, further design was curtailed in April
1986 afier the benefits of the project were estimated at $3.3 million compared to the costs
tifr of $12.8 million giving a benefit to cost ratio of 0.26. Yet this same project appears in the
2001-2003 Statewide Transportation Improvement Plan with a request for funding for
| five million dollars.

We know that projects go through changed conditions. e also know that projects are
driven by many forces not all of themeither logical or economic. However, | urge you to
support HB 473 because it will provide you, the Legislature, with legislative oversight of
projects that appear to be out of control.

Page 2
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By way of example, 1 would like lo mcnlion two projects that have escalated in costs way

beyond the threshold of reasonableness and economic sense and where | think this bill

will give the legislature the opportunity for further review. The examples arc the
c-Anchoragc Coastal Trail and the Illiamna-Nondalton road. / ,

I have a personal interest in the Anchorage Coastal Trail and so have attempted to inform
myself of its progress. The Project Agreement between the Federal Highway
Administration and the Alaska Department of Transportation was signed on September
11, 1996 and authorized funding for preliminary engineering through to the approval of

environmental documents amounting to $305,000,

In September 1998, additional design funds for further environmental analysis were

requested bringing the total design funding to $1,220,000.

A further request for additional design funds was made in April 2000 to perform
additional technical studies bringing the total for design funding to $2,220,000. We are
now four years into the project, nothing has been built, and we have spent over two
million dollars for a lot of paper. Members of the Legislature, please, at what point do we

say enough is enough?

In the other example of the Illiamna-Nondalton road, further design was curtailed in April
1986 after the benefits of the project were estimated at $3.3 million compared to the costs
of $12.8 million giving a benefit to cost ratio of 0.26. Yet this same project appears in the
2001-2003 Statewide Transportation Improvement Plan with a request for funding for

five million dollars.

Wec know that projects go through changed conditions. We also know that projects are
driven by many forces not all of them either logical or economic. However, | urge you to
support HB 473 because it will provide you, the Legislature, with legislative oversight of

projects that appear to be out of control.
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