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DEPARTMENT OF TRANSPORTATION 
AND PUBLIC FACILITIES
OFFICE OF THE COMMISSIONER

January 23, 2008

SARAH PAUN, GOVERNOR

FA/:
PHONE-

3132 CHANNEL DRIVE 
POBox 112500
JUNEAU, ALASKA 99311-2500

(907) 556-8365 
(907) 465-3900

The Honorable Kyle Johansen 
Alaska State Legislature 
State Capitol, Room 13 
Juneau, AK 99801-1182

D ear Representative Johansen:

I respectfully request a hearing on HB 322 establishing a state transportation fund. This 
powerful idea ensures a permanent solution to meet the state’s transportation needs.
A laska’s transportation needs now far exceed the capacity o f  long standing federal sources.

Transportation infrastructure is at the heart of a growing economy, and Alaska needs to 
take charge o f this responsibility. The state funds generated by this transportation 
endowment offer significant advantages over the rule-bound federal sources, which often 
result in both project delays and much higher costs. Alaska can no longer expect to sec 
an ever improving transportation system, without a sustained level o f  funding from our 
own contribution.

In the 1980’s the state surplus was used to build as much as possible resulting in a severe 
boom then bust economy. Wh».n oil prices dropped, the state economy took a significant 
downturn. A transportation fund bridges over tl lean years, ensuring a stable source of 
funding that leads to a positive economic environment.

Enclosed is a copy o f the legislation, the Governor's transmittal letter, a sectional analysis 
and fiscal notes.

We look forward to discussing this important piece o f  legislation with you and your committee.

Sincerely,

Leo von Schcbcn, P.E., L.S., M.B.A. 
Commissioner

Enclosures

cc: Russ Kelly, Legislative Director, Office o f  the Governor
Randy Ruaro, Special S taff Assistant, Office o f  the Governor
Mary Siroky, Legislative Liaison, Dept, o f  Transportation & Public Facilities
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Sectional A nalysis o f HB 322.

HB 322 creates a transportation fund, gives the com missioner o f revenue 
management authority, and specifies a predictable yearly amount which will be 
available for appropriation for transportation purposes.

A new section will be added to Alaska Statute 37.14 which already 
recognizes other funds such as the Alaska Heritage Endowment Fund, the Mine 
Reclamation Trust Fund, and the Investment Loss Trust Fund.

Section 1. C reation  o f  A laska H ighw ay T ran sp o rta tio n  Fund

Section 1 o f  the bill creates a transportation fund, determines how the fund value 
will be calculated, and gives authority to manage the fund to the commissioner o f  
revenue.

Proposed Sec. 37.14.900 creates the transportation fund. The fund would 
consist primari ly o f appropriations, but wiT also include other contributions or 
investment income. The commissioner o f  revenue would manage the fund so that 
the fund would be self-sustaining.

Proposed 37.14.910 provides that, on a yearly basis, 5% o f  the five year 
average value o f  the fund will be made available for appropriation to the capital 
projects fund established in AS 44.42.080. The Department o f  Transportation and 
Public Facilities could use the funds for transportation projects.

Proposed sections 37.14.920 & 930 provide the commissioner o f  revenue 
with necessary authority to manage and invest the funds, and specify that the 
market value o f  the fund must be calculated in accordance with generally accepted 
accounting principles.

Section 2: T ransition  C lause.

Section 2 is a transition clause which will be in effect during the years 2008-2012. 
This section is necessary because the statute will require that any appropriations be 
based upon a five year average fund value. Until the fund has been in existence 
for a full five years, the fund's average values will be calculated according to the 
fund's value during all available years.

Section 3: Effective D ate

Section 3 provides for an immediate effective date.



Dear Speaker Harris:

Under the authority of art. Ill, sec. 18. of the Alaska Constitution, I am 
transmitting a bill establishing a state transportation fund.

An efficient and functional transportation system is vital to Alaska'scconomy. 
I;or the first time in Alaska's history, a reliable source of state financing would be in 
place. The bill would result in predictable yearly amount that would be available to 
supplement state transportation financing. With growth over time tlvough investment 
and future contributions, the fund could help ensure Alaska’s transportation 
infrastructure is adequately maintained and improved.

Declining federal funding and the need for transportation infrastructure to grow 
our economy make establishing a transportation fund a smart and fiscally responsible 
decision. In addition, high oil prices resulting in budget surpluses, uniquely position 
Alaska to utilize our non-renewable natural resource wealth to generate renewable 
dollars for years to come. A stable source of transportation funding would benefit 
current and future generations of Alaskans alike, and would reduce Alaska’s 
dependence on federal aid dollars. Furthermore, the use of state funds would allow 
critical projects to be completed much sooner than through the traditional federal 
highways program. This is because the state funded projects are not subject to the time 
consuming scrutinv the federal funding process entails.
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The need for this nc.v, permanent source of funding for transportation could not 
be more evident. Rutted pavements, delayed projects, and urban congestion are 
common problems in this state. Federal transportation dollars, though adequate in past 
decades, no Iongei meet all the basic needs of the state. Like education, transportation 
is a basic government service and one that affects the daily lives of all citizens. Other 
states are enacting their second and third Her of non-federul financing mechanisms. It is 
lime for Alaska to enact its first.

I urge your prompt and favorable action on this measure.

Surah Palm 
Governor

L'nclostire



FISCAL NOTE
STATE OF ALASKA
2008 L EG IS LA T IV E  SESSION

fiscal Not* Number 
M  Version 
() Publish Oats

HB 322

Identifier (Me nemo): 
TWO

HB322-fC-TF-Q2.1»-0« 
Transportation Fund

Sponsor
Requester

Rufes tor the Governor" 
Senate finance

Dept Affected Fund Cepttefcration
[RDU Capital Spem*nq
'Component transportation Fund

[Component flumBoi

Expenditures/Revenues_______________________
Note: Amounts do not indud* inflation unless otherwise noted below'

(Thousands of Dotors)

Appropriation
Required 1 n In IBM - -HiiOrmSttOfi

OPERATINO EXPENDITURES FY200S FY 2009 T Y 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 
Travel 
Contractual 
Supplies 
Eqtapment 
Land & Structures 
Grants & Cleans 
Mtscelaneous

TOTAL OPERATMO 00 0.0 0.0 0.0 0 .01 0 0 00

ICAPITAL EXPENDITURES'

ICHANOE IN REVENUES ( )

B -'vTvMM

1662 Federal ftocrspts
1003 GF Match
1004 GF
1005 GF,Program «<pt» 
103 T GF Menu:
Other tnlereoen. eO. ̂ t*

1

TOTAL 0 0 T 5W W T uTT tt A 6 A 0 A A 5

Estimate of any currant year (FY200S) 1 
POSITIONS

cost: H U M O f

FuSbmo
Part-bm*

. . .

[an a ly s e (ASacft a separata pape a necessary I
The Governor’s proposal for a transportation fund is for an FY08 appropriation of $500,000 0 and an eddrtionai 
S500.000 0 m FY09 Those two appropriations fund Iho endowment which is osbmated 10 provtdo an annual rtvnenum 
of S50.000 0 to the Department of Transportation and Pubhc FaoMios via a percent of market value cataAation

Funding of the fund via the FYM  supplemental requires an immediate effective date.

Prepared by 
Dw«s*on 
Approved by

Prone 4S5-4 772 
( W m M T W

Szeses Oase MS700S

ru  n  r OMIi Page t o l l
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March 25. 2008

Rep. Kyle Johansen
House Transportation Committee
Room 13
State Capitol
Juneau. Alaska 99811

RE: HB 322

Dear Rep. Johansen.

The Alaska Municipal League would like to go on the record showing their 
support for HB 322. As you know, we feel that transportation issues m the State 
have been inadequately addres? xl. In the light of decreasing federal funds, we 
must find some method to ensure that transportation needs in our communities 
be build and/or maintained to the best of our ability

We think that e percent of market value is a wise choice at this time, as revenues 
will go up and down with the market We will not find ourselves spending too
m uch or too little in relationship to how Alaska fares financially in
any particular year.

Again, we support this bill and feel that it is a first step in stemming somo of the 
difficulties and anxiety that we all feel when it comes to transportation issues.
The League is anxious to work with the State to put together a transportation 
strategy that works

Sincerely.

v v w  * S , 3  -  , . * JT

Kathie Wasscrman 
Executive Director

<* mo NawwM la * * *  of and me Anoe*&on of Couflte*
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C S  F O R  H O U S E  B I L L  N O .  3 2 2 (  )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y - F I F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

B Y

O f f e r e d :
R e f e r r e d :

S fM k M f t t ) :  I I O l ' S F .  R U L E S  C O M M I T !  E E  B Y  R E Q U E S T  O F  T H E  G O V E R N O R

A  B I L L  

F O R  A N  A C T  E N T I T L E D  

11 " A n  A c t  e s t a b l i s h i n g  t h e  A l a s k a  t r a n s p o r t a t i o n  f o n d  a n d  r e l a t i n g  t o  t h e  f o n d ;  a n d  

p r o s i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

B E  t T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  I .  A S  3 7 .1 4  u  a m e n d e d  b y  r  t i d i n g  n o *  s e c i i o r u  t o  r e a d

A r t i c l e  10 . A l a s k a  T r a n s p o r t a t i o n  F u n d .

S e c .  3 7 .1 4 .9 0 0 . A l a s k a  t r a n s p o r t a t i o n  f u n d ,  ( a )  T h e  A l a s k a  t r a n s p o r t a t i o n  

f u n d  i s  e s t a b l i s h e d  a s  a  s e p a r a t e  t r u s t  f u n d  o f  t h e  s t a t e  T h e  f u n d  c o n s i s t s  o f

( 1 )  a p p r o p r i a t i o n s  t o  t h e  f u n d .

( 2 )  d o n a t i o n s  o r  g i f t *  t o  t h e  f u n d ,

10 1 ( 3 )  i n c o m e  e a r n e d  o n  i n t r s t m c n i s  o f  f u n d  a s s e t s ,  a n d

I I I  ( 4 )  r e a l i z e d  a n d  u n r e a l i z e d  c a p i t a l  g a m s

1 21  ( b )  T h e  c o m m i s s i o n e r  o f  r c t c n u c  s h a l l  m a n a g e  t h e  f u n d  a s  a n  a n n u i t y .  * * t t h

I 3 |  t h e  g o a l  t h a t  t f  n o  a d d i t i o n a l  c o n t r i b u t i o n s  a r c  m a d e  t o  t h e  f u n d .  t< u t i l  b e  f u l l y

| 4 |  d e p l e t e d  w i t h o u t  f u r t h e r  c o n t r i b u t i o n  T h e  l e g i s l a t u r e  m a y  m a k e  a d d i t i o n a l

•I*
r u t  J i n o r f  itm urra  r e a r

CSIIB 32K
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c o n t r i b u t i o n s  t o  t h e  f u n d  t h a t  m a y  e i t h e r  g o  t o w a r d  i n c r e a s i n g  t h e  a m o u n t  o f  t h e

a n n u a l  p a y m e n t  o r  e x t e n d i n g  t h e  t e r m  o f  t h e  a n n u i t y  f u n d ,  o r  a  c o m b i n a t i o n  o f  b o t h .  

T h e  c o m m i s s i o n e r  s h a l l  i n v e s t  t h e  a s s e t s  o f  t h e  f u n d  i n  a  m a n n a  l i k e l y  t o  y i e l d  a t  

l e a s t  a  f i v e  p e r c e n t  r e a l  r a t e  o f  r e t u r n  o v a  t im e .

( c )  M o n e y  f r o m  a n  a p p r o p r i a t i o n  m a d e  t o  t h e  f u n d  r e m a i n i n g  i n  t h e  f u n d  a t  

t h e  e n d  o f  a  f i s c a l  y e a r  d o c s  n o t  l a p s e  a n d  r e m a i n s  a v a i l a b l e  f o r  i n v e s t m e n t  a n d  

a p p r o p r i a t i o n  i n  s u c c e s s i v e  f i s c a l  y e a r s .

( d )  N o t h i n g  i n  t h i s  s e c t i o n  c r e a t e s  a  d e d i c a t e d  f u n d .

S e c .  3 7 .1 4 .9 1 0 . M a r k e t  v a l u e  o f  t h e  f u n d .  T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l

d e t e r m i n e  t h e  m a r k e t  v a l u e  o f  t h e  f u n d  a n n u a l l y  a s  o f  t h e  c l o s e  o f  b u s i n e s s  o n  

J u n e  3 0  o f  e a c h  y e a r  i n  a c c o r d a n c e  w i t h  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s  f o r  

t h e  d e t e r m i n a t i o n  o f  f a i r  v a l u e .

S e e .  3 7 .1 4 .9 2 0 . P o w e r s  a n d  d u t i e s  o f  t h e  c o m m i s s i o n e r  o f  r e v e n u e .  I n  

c a r r y i n g  o u t  t h e  i n v e s t m e n t  d u t i e s  u n d a  A S  3 7 .1 4 .9 0 0  * 3 7 .1 4 .9 9 0 ,  t l i e  

c o m m i s s i o n a  o f  r e v e n u e  h a s  t h e  p o w e r s  a n d  d u t i e s  s e t  o u t  i n  A S  3 7 .1 0 .0 7 1 . N o t  

l a t a  t h a n  t h e  I  O t h  d a y  f o l l o w i n g  t h e  c o n v e n i n g  o f  e a c h  r e g u l a r  s e s s i o n  o f  t h e  

l e g i s l a t u r e ,  t h e  c o m m i s s i o n a  o f  r e v e n u e  s h a l l  m a k e  a v a i l a b l e  a  r e p o r t  t o  t h e  

l e g i s l a t u r e  o n  t h e  c o n d i t i o n  a n d  i n v e s t m e n t  p e r f o r m a n c e  o f  t h e  f u n d  a n d .  b a s e d  o n  

t h e  p a y m e n t  s c h e d u l e  e s t a b l i s h e d  b y  t h e  l e g i s l a t u r e ,  t h e  a m o u n t  a v a i l a b l e  f o r  

a p p r o p r i a t i o n  t o  u \ c  c a p i t a l  p r o j e c t  f u n d  i d e n t i f i e d  i n  A S  44  4 2 .0 8 0 (2 )

S e e .  3 7 .1 4 .9 9 0 . D e f i n i t i o n .  I n  A S  3 7 .1 4  9 0 0  - 3 7 .1 4  9 9 0 . ’ f u n d ’  m e a n s  t h e  

A l a s k a  t r a n s p o r t a t i o n  f u n d  e s t a b l i s h e d  i n  A S  3 7 .1 4 .9 0 0 .

*  S e e .  2 . H u s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d a  A S  0 1 .1 0 .0 7 0 ( c ) .

B n L f t S U f e f e f l l i r f  ttmjrTTv Ttxr n u r c r r n»!

____
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The Transportation Fund with a 10 year Annuity Payout
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f U L a n c c t*nw>y» Q 8% End of Y«v Baianc«
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7 1 7 8 5 ,8 1
107j487JQI7
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1.490.477,190 1738.397.913
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The Transportation Fund with a Perpetual 5% Payout

Y m ' A n n u tf S S  t n v u m tm |i Am h v i 4 ( i , ( (» im c - •
C u m u li try* 
In vM tm tn t

A b u t t e d  
C u m u li  t lv r

B*g«vi<ng o f  Y t i r  
Fund B i l jn c * E6 fnm 0 t ® 8H

End  o f  Y * * f  Fund 
B i  l in e n

7 0 0 6  P m tn a n n f l 
Pow*<

0 1 .0 0 0  OCO.OOO 8 0  000.000 1 .0 6 0  000  000 0 7 2  0 0 0  0 0 0
1 5 4  0 0 0  0 0 0
2  5 5  4 0 4  0 0 0

V  000 000 * 
4 9  6 6 3  6 0 0

54  0 0 0  0 0 0  
1 0 9  4 0 4  0 0 0

54 0 0 0  0 0 0  
1 0 3  6 6 3  6 0 0

1 .0 2 6  000.000 
1 0 5 2  6 7 6  0 0 0

8 2  0 6 0  000 
64  2 1 4  0 6 0

1 .1 0 6  0 6 0  3 0 0  
1 .1 3 6  8 9 0  0 6 0

6 0 0  0 7 7  0 0 0  
8 3 5  6 0 3 .8 7 2

3  5 0  6 4 4  5 04
4  5 6  3 7 7 4 6 1

46  1 7 3  66 4  
4 3  686  4 8 0

166 7 4 8  5 0 4
7 2 4  5 7 0  0 6 5

15 0  0 3 7  2 9 4  
192  9 2 3  ' <

1 .0 6 0  0 4 5  5 76  
1 .1 0 6  126  761

66 4 0 3  6 4 6  
66 6 5 0  141

1 .1 0 6 .4 4 0  2 2 2  
1 .1 6 6 .7 7 6  9 0 2

7 7 8  6 9 7  7 13  
7 2 8  3 6 2 .6 3 3

5  5 9  6 3 6  6 4 5 39  66?  5 8 3  ‘ 7 6 4  4 0 6  6 1 0 2 3 2  666 3 6 2 1 ,1 3 6  9 3 6  0 3 7 6 0  6 3 5  0 4 5 1 2 2 7 .8 6 3  101 6 8 3  5 5 6  147
6  6 1  3 6 4  0 5 5 37  3 6 6  5 5 3 3 4 5  6 0 4  4 6 5 2 7 0  2 5 2  9 1 5 1 166  4 9 8 .4 4 6 9 3 .3 1 9  8 7 6 1 2 5 6  8 1 8  3 2 2 6 4 3  6 3 5  031
7  6 7  6 6 0  9 1 6 3 5  0 6 6  5 3 3 4 0 6  7 6 5  381 3 0 5  3 1 6  4 4 6 1 196  8 2 7  4 0 6 9 3  7 4 6  1 62 1 2 6 2  5 7 3 .5 6 6 6 0 6 .0 2 1 .2 7 7
6 6 4  6 2 6  0 6 0 33 0 3 3  6 6 7 4 7 3  4 7 4  061 3 3 6  3 5 3  3 1 5 1 2 2 7 .6 4 4  9 1 8  ‘ 9 8  7 3 5  5 93 1 3 2 6  1 8 0  5 1 2 5 7 8  3 6 5  371
6  66  3 0 9  0 7 6 3 1 ,2 4 7 7 9 2 5 3 6  7 3 3  0 6 7 3 6 6  5 9 6  1 0 / 1 .2 5 6  6 7 1 4 6 6 1 0 0  7 8 9  7 1 9 1 3 6 0  6 6 1  2 0 5 n i l  561  4 58

10  66 0 3 3  0 6 0 2 6  6 7 0  144 6 0 7  7 6 6 .1 4 7 3 9 6  2 6 6  2 5 0 1 2 6 7  6 7 8  145 103  4 1 0  2 5 2 1 3 6 6  0 3 6  3 0 7 5 2 8  7 4 4  7 85
11 6 9  6 01  6 7 0 .8  2 6 5  1 03  ' 6 7 7  5 6 4  0 6 7 4 2 7  5C1 353 1 .VO 7 3 6  4 77 106  0 6 6  6 1 6 ' 1 4 3 2  3 3 5  3 6 3 5 0 6  0 6 7  6 0 5
17  71 6 1 6  7 7 0 77  0 6 6  6 5 7 7 4 6  164 6 3 7 4 5 4 U 6 0 3 H 1 3 6 0  7 1 0 .6 7 3 106 8 5 7  4 6 0 1 4 6 9  -  7 6 1 1 5 4 0 0  7 6 3  4 6 2
13 7 3  4 7 6  0 0 6 2 6  0 6 4  6 9 4 6 7 2  6 6 3  6 4 7 16 0  7 2 5  7 0 ? 1 3 6 6  0 6 7 .3 0 6 111 0 6 7  7 8 5 1 5 0 7  7 8 5  0 6 4 4 7 6  104 0 2 4
14 7 5  3 6 6  7 5 5 2 5  1 77  6 0 6 666 0 5 ?  66/ 6 0 3  0 1 4 1 4 3 7  3 6 5  6 3 9 114  5 9 1 6 6 7 1 5 4 6  9 6 7  5 0 7 4 6 3 7 7 5 7 6 3
IS  7 7  3 4 6  3 7 5 2 4  4 7 4  136 6 7 5 .4 0 ?  2 7 7 S j O 32 7  15C 1 4 6 9  6 3 8  131 117 571  0 5 0 1 .5 6 7  2 0 6  1 62 4 * 3  5 6 7 .7 2 1
16 7 6  3 6 0  4 J 9 2 3  761  6 9 6 1 0 5 4  7 8 2  7 3 7  ‘ 5 5 4  1 16  6 4 6 1 5 0 7  6 4 6  7 2 3 1 2 0  6 2 7  8 9 6 1 6 2 8  4 7 6  6 2 0 4 4 5  3 7 8  6 4 4
17  6 1 4 7 3 6 3 1 7 3  7 6 6  56 3 1 1 36  166  5 6 3 5 7 7  3 6 8  411 1 .5 4 7  0 5 2 .7 0 9 123 764  2 2 3 1 .6 7 0 ,8 1 7  0 1 3 4 3 6  6 4 7 .1 3 3
16 6 3  5 4 0  651 . 2  6 4  7 6 7 4  ' 1 7 1 9  7 2 7  4 1 3  * 4 0 0  7 3 6  3 3 6 1 5 8 7  2 7 6  1 67 1 2 6  6 6 2  0 9 3 1 7 1 4 .2 5 0  2 3 5 4 3 4 .1 4 6  537
16  8 5  7 1 7  6 1 3 7 2  5 1 7  666 1 3 0 5 4 4 0  3 7 6 6 7 2  7 54  3 7 4 1 6 7 6  5 4 3  3 4 2 130  2 6 3  6 2 7 1 7 5 6  6 2 8  666 4 3 0  0 4 6  2 2 7
7 0  8  7 6 4 1  4 4 6 7 7  77 1  671 1 3 9 3  381  7 74 6 4 3  0 7 6  165  ' 1 6 7 0  6 6 7  5 71 1 3 3 6 7 1  0 0 2 1 6 0 4  3 5 6  5 7 3 4 2 6  6 2 0  0 9 7
2 1  6 0  7 2 7  6 2 6 2 2  1 07  51 4 1 ,4 6 3 4 0 6 .7 0 1 6 6 7  1 26  * 0 9 1 7 1 4  3 3 0  5 6 7 1 3 7 .1 4 6  4 4 8 1 8 5 1  4 7 7  0 4 * 4 7 8  2 5 4  6 7 1
7 2  6 2  5 7 3 6 5 7 . 2  0 0 3  5 9 6 1 5 7 0  * 6 3  5 5 3 666  1 3 7  3 0 5 1 7 5 6  6 0 3 1 6 2 1 4 0  7 1 2  2 5 5 1 66*  6 1 5 4 4 7 -  _  •-* v"
7 3  9 4  6 6 0  7 7 7 2  * 9 6 9  4 6 5 1 6 7 1  164  3 7 5 711  '0 1  7 7 0  ‘ 1 6 0 4  6 3 4  6 7 5 144  3 7 0  7 74 1 6 4 6  0 0 5  4 4 9 4 3 0  3 7 u  3 9 2
2 4  6 7  4 5 0  7 7 2 2 * 6 6 5  0 6 6 i 7 6 6  6 1 4  5 6 6 7 3 3  0 9 6  6 36 1 6 3  1 5 5 4  1 7 7  * 146  1 24  4 1 4 ' 1 666  0 7 9  561 4 3 7  6 0 3  1 80
7 5  6 3  6 6 3  6 6 0 72  0 7 5  666 1 666 5 6 6  5 7 7 * 4 3  1 7 7  7 3 6  ' 1 6 9 9  6 6 3  6 11 131 0 7 3  6 4 9 * 0 5 V 6 7 1  2 6 0 4 3 6  4 0 5  3 64
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Below illustrates the HB322 proposed Transportation Fund with a perpetual payout of 5%. 
t takes 21 years to accomplish $1.5 billion in transportation projects.

Adjusted for inflation, it takes 31 years to accomplish what the annuity payout does in 10 years.

T h e  Transportation  Fund with a 10 year Annuity Payou t

•  M  j
Investm ent
Earn ings
In flation

A d juM m n t

Y e * ' A nnua l lnv*» tm *nt
Beg inn ing Y e a r 

B a la n c e Ea rn ing* f t  8 %  End o f  Y e a r B a lance

0 . 1 0 0 0 .0 0 0  0 0 0 8 0  0 0 0  0 0 0  1 0 8 0  0 0 0 0 0 01 149  0 0 0  0 0 0 149 0 0 0  0 0 0  * 9 31  0 0 0  0 0 0 7 4  4 8 0  0 0 0  1 .0 0 5  4 8 0  0 0 02 1 4 9  0 0 0  0 0 0 134 1 0 0  0 0 0  8 4 0  4 8 0  0 0 0 88 5 1 8 .4 0 0  9 2 4  9 9 8  4 0 0
3 149  0 3 0  0 0 0 120 6 9 0  00C  7 7 5  9 9 0  4 0 0  

106  0 2 1  0 0 0 '  0 0 9  0 7 0  2 7 2
6 2  0 7 9 .8 7 2  8 3 8  0 7 8  2 7 2

4 1 4 9  C 00  0 0 0 5 5 .1 2 6  2 6 2  7 4 4  2 0 4  5 34
5 1 4 9  0 0 0  0 0 0 9 7  7 5 8  9 0 0  * 5 9 5  2 0 4  534 4 7 .8 1 6  3 6 3  6 4 2  8 2 0  6 9 6
6 1 4 9  0 0 0  0 0 0 8 7  9 8 3  0 1 0  4 9 3  8 2 0  6 0 0 3 9  5 0 5  8 7 2  5 3 3  3 2 6  5 6 8
7* 1 4 9 0 0 0  0 0 0 79  1 84  .-n ' 3 0 4  3 2 0  5 0 0 3 0  7 4 6  1 2 5  4 1 5  0 7 2  6 9 46 14 9  0 0 0  0 0 0 71 2 0 0  2 3 0  ' 2 0 0  0 7 2  0 9 4 21  2 8 5  8 1 5  2 8 7  3 5 8  5 0 9
9 1 4 9 .0 0 0 .0 0 0 4 4  1 3 9  14 1 38  3 5 0  5 0 9 11 0 6 8 .6 8 1  1 4 9  4 2 7 .1 9 010 1 4 9  4 2 7  1 9 0 ‘ 7 7 2 5  6 5 3  * • •*— • • a

Above illustrates a $1 billion Transportation Fund structured to an annuity spenddown in 10 years. 
It results in almost $1.5 billion in transportation projects accomplished in 10 years.
Adjusted for 10% annual construction inflation, it represents $970 million in 2008 dollars

S1.490.427.190 $970,469,124



Da ily  T reasury Y ie ld  C u rv e  Rates as o f M arch 31,2008
:r

1 yr
1.55%

2 yr
1.62%

3 yr
1.79%

4 yr
2.13%

S y r
2.46%

6yr
2.67%

7 yr
2.88%

8yr
3.07%

9yr
3.26%

*Assumptions
1. $1 billion is invested in US Treasuries with 10 different du/a«.'>ns - $100mm each for 1yr, 2yr, 3yr... 10yr respectively.
2. At the end of each year, $100mm is taken out along with all Interest earned so far.
3. No re-investment is performed at the end of each year.
4. For the endowment method, 8% annual earning, 5% EoY Fund Balance payout with 5 year average

Endowment Earn ing 8.00% Payout %  5.00%
Endowment initial ba lance $1,000 mm

10 yr
3.45%

EoY

Ad justed Reserve F low  of
C a sh  O u tf low C ash  O u tflow Fund Reserve
$ m m $ m m B a lance Fund

1 124.875 115.554 9.321 9.321
2 123.325 115.554 17.092 7.771
3 121.705 115.554 23.243 6.151
4 119.915 115.554 27.604 4.381
5 117.790 115.554 29.840 2.236
6 115.330 115.554 29.818 -0.224
7 112.660 115.554 26.722 •2.894
8 109.780 115.554 20.948 -5.774
9 106.710 115.554 12.104 -8.844

10 103.450 115.554 0.000 -12.104

Endow m en t M ethod

Tota l 1,155.54

EoY EoY
B a lance Pay out B a lan ce
B H o re  Payout $ mm After P,n. ' it

1,080.00 54.00 1,026.00
1,108.08 54.70 1,053.38
1,137.85 55.43 1,082.22
1,168.80 56.18 1,112.62
1,201.62 58.96 1,144.66
1,236.24 58.52 1,177.71
1,271.93 60.16 1,211.77
1,308.71 61.87 1,246.84
1,346.58 63.65 1,282.93
1,385.57 65.49 1,320.08

1,155.54



What We Will Address

• State of A laska's transportation system  *
- Declining conditions
- Limitations to meeting needs
- What other states are doing; why these 

’ approaches are a poor fit for Alaska

^  • Vhe A laska Transportation Fund
- Advantages of non-federal funds 1 «
- Core concepts for using the fund /  >
- Immediate and future priorities * 

How projects would be selected



State of Alaska's Transportation 
Infrastructure - 2008

5 Safety: h igh-accident roads aw ait.funds, 
seasonal airport surfaces not ideal

* Congestrw i: traffic grow ing faster than
new  capacity  constructed » ”

Deteriorating conditions: pavem ent, 
rutting, ferry m achinery breakdow ns, 
harbor, facilities aging 4

1 Preventative m aintenance: adequat®  
funds to avoid costly  repairs not avairabje

North V .ir Borough 
(joldMfe.tm Rood 

Kcn,v P^unsui.i S terling 
M ighwity

2
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AMHS vessel Issues

Rus ted steel

Ea.jp
C x

 ̂ 1

» V ’I
u K . [y^ r  -

PL •
0 o  o

-•« Corroded power 
*■» rabies

Harbor Repair Examples
I  B H  Timber
I  Float
r  damage

Footer Day

\  • 1 Bent piles at 
• . Kodiak

f  orroded pile 
At Keti htkan- r

4
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Contributing Weaknesses
^ • Federal funds e ffectiveness has declined

because:
Earmarks and new set-asides friave reduce 
funds to basic needs

- Inflation is high, reducing what the funds 
awomplish

- Federal laws and rules keep expanding
- Limited state M&O funds has changed our 

use of federal funds
-  Highway trust fund revenue not adjusted 

since 1993

6





Scope of Ajaska's Needs

-  Lane mile£ per 1000 popu lation

• US average: 28 lane miles

• Alaska: 44 lane miles 

-  O n ly  24x7, o cean  certified, ferry
system , longest route system  

■- Largest s la te  av ia tion  syktem

-  Lon g est c o a ? lin e , high r^ ed for 
ports and  harbors •

-  Unm et needs vattjy  greater in Alaska  
du e  to late start ^ in fra s tru c tu re

8
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Other States

A d o p t in g  u s e r  f e e  a p p r o a c h e s :

- Tolls

-  Lease roads and bridges to  private  
con cessions (PPP)

- C o u n ty  level bonds for state roads

-  Tax on mile.s driven

T h e s e  fta v e  lit t le  m e r it  to  m e e t  th e  

m a jo r ity  o f  A la s k a 's  n e e d s

Stat#Fund Advantages
• Projects com p leted  faster

- Avoided federal oversight, parallel a c tln s  *
• Less costly  to construct * I <

- Reduced time avoids cost escalation / .
• Com plex federal laws avo ided1 /

- NEPA. -HO, Buy America, do not alr/ys apply 
•* Significant public benefits ach ieved  sooner

- Public safety improved ,
- Delay time and fuel costs reduced 

. - Economic development facilitated.
^ - Asset life extended

on J  

ilr/v's ■
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Federal Fund Lirrlitations
Jo •

•  T h e  H i g h w a y  a n d  T r a n s i t  P r o g r a m  c a n  

n o t  m e e t  t h e  n e e d s  &  e x p e c t a t i o n s  o f  

A l a s k a  c i t i z e n s  ’

•  . f e d e r a l  A v i a t i o n  P r o g r a m ;  i s  a l s o  l i m i t e d

" •  O t h e r  t r a n s p o r t a t i o n  n e e d s  s u c h  a s  

. p o r t s  $ n d  h a r b o r s  h a v g  h o  c o n t i n u o u s  

f i j f f t l i m j  p r o g r a m

12



Alaska Transportation Fund
• Core concepts': •

A v a i l a b l e  t o  a l l  m o d e s  ..
. -

-  L o c a l  a n d  s t a t e  P r o j e c T T e l i g i b l e
»

-  F u n d s  u s e d  i n  " p r o g r a m * "  a p p r o a c h

. -  A S  4 4 . 4 2 . f ) 5 0  ( t r a n s p o r t a t i o n  

p l a n n i n g )  g u i d e s  p r o j e c t  s e l e c t i o n  

p r o c e s s ^  ■

•  D a ta  d r iv e n  n e e d s  a s s e s s m e n t

•  P u b lic  p ro c e s s ,  w i t h  s c o r in g
» /

•  N a t io n a l ly  r e c o g n iz e d  a n d  r e s p e c t e d  

a p p r o a c h  c o n t in u e d  *

Why this Approach?
I . *

E p i s o d i c  f u n d i n g  d i f f i c u l t  f o r  b o f h  p r i v a t e

a n d  p u b l i c  s e c t o r s  (

>r b o t \

>, b i j s i r-  1 9 8 7  d o w n t u r n  te d  to  la y o f f s ,  b u sin e ss ^ lo su re s 

f  A TF  w i l l  b e  t h e r e  w h e n  m o s t  n e e d e d 1

S u s t a i n i n g  a  “ s y s t e m "  n e e d s  a  s u s t S i n a b l e  

r e v e n u e  s o u r c e
#

* P r e d ic te d  g r o w t h  m  fu n d  p r o v id e s  in f la t io n  ' 

p r o o f in g  *

U s e r  f e e s  i m p r a c t i c a l  a n d  i m p r o b a b l e

R a is in g  $ 5 0  m i l l io n  w o u ld  r e q u i r e  r a is in g  fu e l  

ta x  f r o m  8C t o  ^ O c  (a  1 5 0 %  in c r e a s e )



r/5fr ■

AS 44.42.050
• < \ i  > ■ •• .■•■op conu^ehcnsive. intc'modal,

'.jf ij raivjv P'OP* ’ »
i ”  r i- • •

- .< y /•' f-1
fr  . t *v. « • • • • ” r r u r i t y  . . ' j '  /  '  Hi

•• f ' <S1 t/'.lf '’•pCW''* » f ;ovCffKJt df\i to

•  p u t w  .  ' - V .  I I X J  e v i c t i o n  L y  . V i y  r e a s o n a b l e  m e a n s  « l n j  n O y

a  y *  , r  • ' . » t r  "  k V . . * p - t . » !  . o s  ' < J 'K C rC n 'C n l  *

I  * ’ f" v  ./ v Nvi\ »r*1
• ' \y « *  »■*'• % v. ,-.• « . 4/ s t s  '  s r  p ^ c i f

• ifcve io j a li$t Of £irQ]C’Cto v t x k lu lt i l  f des ign . «fKnrr\ictk>n ( i t  ,i
of • ';f w*\.\ ttuifi two ,»• us that is consistent v%«Uj tlx? p<aV\ *

•v! . . f  »v i . KV  * r  r  !  JI'V? * . rV ) ^  £
•i* . • , *. « y*<.t~ .» r • ' • . (sf(|lV|fO(! v •- *' ‘ (v

• . ' V . t  . •  » * s s  .)» . » f y s i s  » * f

* ’ »■■. * *rv », .*-',tr» ms e jr» n  »• •%; ' ik  ^  •
V  , r - ’ \ •* %* V4* f \  »■ • .  Ai f r a n c s  y \ V *  - - CO- J .

What a "Program".Means .#
P r o g r a m  P r o j e c t  ‘ . 

A p p r o a c h  A p p r o a c h

F u n d e d  b y  . - M a j o r  S t e p s  *  P r o j e c t  T o t a l
i • ' • r  - *  ♦ m+-  t̂ -

P a r k e d  f u n d s  L o w  A  H i g h

I P u b l i c  b e n e f i t s  M a x i m i z e d  A  L e s s

I n f l a t i o n  l o s s  M i n i m u m  a  H i g h

B e s t  e x a m p l e  U S  I n t e r s t a t e  E a r m a r k s

1 4



F u n d s  a p p l i e d  a n n u a l l y  t o  p r o j e c t s  I n  

s e v e r a l  s t e p s  o f  c o m p l e t i o n

n
p l n i t i a l  P r io r i t i e s  -  2  Y e a r s

I n i t i a l  p r i o r i t i e s  f o r  A T F  f u n d s :

-  A d d r e s s  p r io r i t y  p u b l ic  s a fe t y  nee6 s

• In te rsec tions , tum ble  s tn p s ,  s ignage  

’ -  Ready-to-construct p ro jects •

• Shows mimediaw progress t v
• Uses prior investm ent to go o d  purpose  

, -  P r e s e r v a t io n ,  reducing deferred

m aintenance backlog 

-% upport to significant econom ic needs, 
congestion i s ^ Je s  # 0



Why Safety?
“f  Safety's importance:

-  7 5 - 8 5  l i v e s  l o s t  e a c h  y e a r  i n  s t a t e
•  . '

-  5 0 0 - 6 0 0  m a j o r  i n j u r i e s

-  $ 5 0 Q  M i l l i o n  p e r  y e ^ ,  i n  s o c i e t a l  c o s t s

• State goat is to reduce these 
tragedies by 1/3 over ten years h

• Only strong new initiatives and' J 
investments wil\ make this possible

.  G

!

Why Preservation? '.;
• Extends useful life of assets '

r »
-  $ T c a n  s a v e  $ j } i f  t i m e l y

• Wealth of data to guide allocations
• -  M a n a g e m e n t  s y s t e m s :  p a v e m e n t ,

m a i n t e n a n c e ,  b r i d g e  f i g k

• Often an unfunded gap between .
federal funds and state M&O budgets

» #

A i r p o r t j i e e d s  ,  ' .

-  B r i d g e  g u a r d  r ^ i l



W h y  C o n g e s t io n  R e l ie f ?
%

Wfiy congestion needs attention:
-  G r o w i n g  p r o b l e m  i n  s e v e r a l  a r e a s

-  A d d s  c p s t r s  t o  b u s i n e s s  a n d  u s e r s  • *  

- ' D f t e t / a  f a c t o r  i n * a c c i d e n t s
/  t ?  ,

Lane/miles growing more slowly than 
jumper of vehicles on highways

-  E l m o r e  S o a d  e s t i m a t e d  t o  s a v e  $ 9 . 5  M  

p e r  y e a r  i n  c o n g e s t i o n  ^ n d  f ^ j i c e d  *  

t r a v e l

-  O n l y  4  y e a r s  t o  r e c o v e r  s t a t e  i n v e s t m e n t '

W h y  E c o n o m ic  D e v e lo p m e n t ?

► T r a n s p o r t a t i o n  o f t e n  e s s e n t i a l  e l e m e n t  t o  1

e c o n o m i c  i n v e s t m ' e r ^ .  » '

-  Red Dog, TSA I A freight su c c e ss , both benefited J 
from  state investm ent in transportation.

• A l a s k a  C o n s t i t u t i o n :  A r t i c l e  8 ,  S e c .  5 :  " T h e
leg is la tu re  m ay p r ^ J e . f o r  fa c ilit ie s , im p ro ve m e n ts , and
services to  assure  g rea te r w tiiiza tion. d eve lopm en t. 0

• reclam ation ', a n d  s e ttle m e n t o f lands, . .*

-^Much o f Alaska lacks sufficient econom ic 
investm ent to be truly sustainable.

-  In v t^ /r ie n t leads to good^jobs which helps 
com m unities and c it ize n s.•• . 3 4

1 7
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A f t e r  F i r s t  2  Y e a r s

•  R e l y  o n  s t a t e w i d e  a s s e s s m e n t s  o f  •  

m o d a l  n e e d s  t o  h e l p  d i v i d e  t h e  

f u n d s

-  C o n s i d e r  s e v e r a l  m o d e s  »

'  -  R e v i e w  l o c a l  a n d  s t a t e  o w n e d  a s s ^

•  R e v i e w 4 ) o t h  d e f e r r e d  m a i n t e n a n c e  

a n d  n e w  i m p r o v e m e n t s

•  A p p o r t i o n  $ $  t o  s y s t e m s  b a s e d  o n ; 

t h e  d e g r e e  o f  o v e r a l l  n e e d

35

U p d a t e  a l l  N e e d s  A s s e s s m e n t s

•  2 0 3 0  P l a n  g o o d  b a s e l i n e  d a t a  f o r : .

-  H i g h w a y s ,  b r i d g e s ,  a v i a t i o n ,  t r a n s i t

•  2 0 0 8  A M H S  P l a n  w i l l  u p d a t e  f e r r y  , 

n e e d s  a s s e s s m e n t  ,  d

•  2 0 0 8  P o r t  j p n d  j - i a r b o r  s t u d y  w i l l 

u p d a t e  s y s t e m  a s s e s s m e n t

•  U p d a t e d  a s s e s s m e n t s  w i l l  h e l p  

a l l o c a t e  $ $  b e t w e e n  m o d e s



Crossroads Ahead
Under Alaska

Investment: TJtensportation
S t a g n a t i o n , p un(j ;

iJSSSS- m r *****
Repairs Needed ’mPr,°iv<:menl5'r ------- - ------  V W ^  Gas-Line B V 1

[; ' J "  r  ' * Readiness, I
w C o n g e s t i o n  Relief, -.1 

, A , 7  o Econgmlc Support.
C . ■ ■ *  ■ " /  ' ; > 1

.

' W h a t  a  " P r o g r a m "  M e a n s
> •  •

•  F u n d i n g  a p p l i e d  a s  n e e d e d
*

•  P r i o r i t i e s  s e t ;  e a c h  p r o j e c t  

p r o c e e d s  a s  q u i c k l y  a s  p o s s i b l e

-  a d j u s t m e n t s  m a d e  i n  r e s p o n s e  t o  
e a c h  p f o j e c t ' s  p r o g r e s s

-  e a r l i e s t  p r o j e c t s  h o l d  p r i o r i t y

•  U S  I n t e r s t a t e :  F a n t a s t i c  

a c h i e v e m e n t  d u e  t o  a  " p r o g r a m "  

a p p r o a c h
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A T F  P r o j e c t  S e l e c t i o n  

P u b l i c  P r o c e s s e s

1 .  M o d a l  
S p l i t

2 .  P r o j e c t  

S c o r i n g

3 .  O p t i m i z a t i o n

i i

Distribute ATF Funds 
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How the Alaska Transportation Fund Wouid Work

With the ATF eligible for all modes of transportation administered by Alaska DOT&PF, 
we envision there would be a three-step process in allocating the funds. These steps 
include:

1. Determining the funding split that goes to each mode.
2. Scoring projects using modal criteria to determine the order they should be 

funded.
3. Optimizing the use of state funds to maximize the lack of federal restrictions 

1. How We Would Evaluate the Modal Split of Funds
The recently completed 2030 Long Range Transportation Plan has identified the backlog 
of annualized funding needed over a twenty year period to address both preservation 
(life cycle) and replacement needs as well as desirable system improvement and 
expansion. These figures vary widely by mode and are also being met to some degree 
by various federal capital programs. These are quantified with data available at this 
time as:

Mode Preservation/
Replacement

System
Development

Federal
Revenue

Highways and Bridges 
(90%)

$395 M $552 M $275 M

Femes and Terminals 
(5%) ..

$23 M $36 M $20 M

Aviation facilities (3%) $62 M $123 M $160 M
Ports and Harbors1 Not quantifieo Not quantified —

Transit and Non-profits 
Vans(1%)

S7M Not quantified —

Annutllrt Funding ConlKtortig F«Ur«l Fund*

' T’>e state ho* requested cap ita l fund ing to rev iew  pod  and  h a itx x  need s  m a l  areas of the s ta le  inc lud ing  
coasta l and  nver convm m itios  If this fund ing request is oppropnated. then this effort w ill p rov ide the 
necessary  data to rnako this ca lcu la tion
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Let's Get Moving 2030 addresses ADOT&PF's responsibilities for the state-owned transportation systems. The techn.cal analysis 
quantified the current backlog and future needs for these responsibilities through 2030.

System
Annual
Total
Needs

(millions)

Responsibility
Annual
Needs

(millions)

Total 
Needs to 

2030 
(millions)

Highways
and
Bridges

$1,049

System Development: Building and expa ding roads and bridges $552 $12,699
Life Cycle Management (Highways): Preventive maintenance, rehabilitation, and 
reconstruction $367 $8,435

Life Cycle Management (Bridges): Preventive maintenance, rehabilitation, and 
reconstruction $28 $644

Routine Maintenance $104 $2,402

AMHS $154

System Development- Fleet additions None
Quantified

None
Quantified

Life Cycle Management Fleet replacement $26 $600
Life Cycle Management Fleet refurbishment or recertification $23 $529
System Development Terminal additions or replacements $10 $231

Operations and Maintenance $120 $2,760

Aviation $224

System Development Buildirq and expanding airports $123 $2,814
Life Cycle Management: Preventive maintenance, rehabilitation, and 
reconstruction $62 $1,427

Routine Maintenance $39 $905

Other
Activities N/A

Planning and Budgeting: Prioritizing projects and balancing budgets between 
regional plans and modes

— —

Access to Non-State Services: Provide links to private transportation such as 
commercial air, rail and freight — —


