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January  26, 2008

Building Costs Deal Blow to Local Budgets
B v W ILLIAM  YARJDLEY

SEA TTLE —  State and local governm ents in m any parts o f  the country are struggling to pay for roads, 
bridges and other building projects because o f  rising construction costs, adding another burden to 
budgets already stressed by the troubled housing market.

T he problem s have come as m any governm ents pursue am bitious projects to im prove roads and airports, 
build  schools and upgrade long-neglected water and sew er systems. M any o f  the projects w ere 
conceived w hen m oney from property, sales and incom e taxes was steady and interest rates low, but 
officials say the ground has shifted beneath their feet.

"‘E verybody’s scared,” said Uche Udem ezue, director o f  engineering and transportation for San Leandro, 
Calif., which will soon put out a request for construction bids on a retiree center and a parking garage. 
“ You don’t know  w hat you’re going to find when you go out to bid.”

C osts have jum ped for projects as varied as levee construction in New  Orleans, Everglades restoration in 
Florida and huge sew er system upgrades in Atlanta. The reconstruction o f  the Interstate 35W  bridge in 
M inneapolis, a $234 m illion project, has been fast-tracked for com pletion by December, and state 
officials say it is too soon to know w hether it will com e in on budget.

The im pact has been felt in different regions at different tim es, and not every project has been high- 
profile. In Oregon, high costs have forced the State Departm ent o f  Transportation to slow the rate at 
w hich it upgrades roads and bridges. In Seattle, school building projects were put on a fast track this fall 
because o f  fears o f  cost overruns.

“W e escalated our project schedule to get ahead,” said Fred Stephens, director o f  facilities and 
construction for Seattle Public Schools.

N ationw ide, increasing costs first becam e a problem  for som e projects m ore than two years ago, and in 
som e regions the rate o f  increase has dropped in the past year. But som e regions are tighter than ever, 
and the pressure from the high costs can be m ore acute in the context o f  general revenue declines.
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The list of culprits for the increases often depends on the rate of growth and construction in a particular 
region, with labor costs playing a role along with the rising prices of materials like steel and concrete, 
and asphalt, fuel and other petroleum-based products.

E xperts say high costs are linked to com petition from a global developm ent boom, particularly in China 
an d  India; the housing boom  in the U nited States; and the rush to rebuild after Hurricane Katrina in 2005 
a n d  o ther recent hurricanes that struck Florida and the Southeast. In the Northwest, public projects have 
com peted  w ith downtown construction surges in Seattle and Portland. Just across the Canadian border, 
ho te ls  and highways are being built to prepare for the 2010 W inter O lym pics in Vancouver.

T h e  costs have added to w hat has becom e an increasingly bleak econom ic forecast for many states and 
local governm ents. A t least 25 states expect to have budget deficits in 2009, according to the Center on 
B udget and Policy Priorities, which estim ates the com bined budget shortfall for 17 o f  the states at $31 
b illion  o r more. M any cities, too, see difficult times ahead as revenues w ane and costs increase for 
w ages, pensions and health care.

“ W e ’re talking about all levels o f  governm ent being in som e revenue constraints at a tim e when the 
serv ice costs aren’t going dow n,” said Chris Hoene, the director o f  policy and research for the National 
L eague o f  Cities.

In som e places, the news is not all bad. Recent declines in residential construction are beginning to force 
contractors to be more com petitive w hen they bid for governm ent work. Yet some governm ent officials 
see  that as a dubious silver lining.

In O regon, low bids for recent bridge projects came in at $18 m illion, about 10 percent below wliat the 
sta te  had  projected. That was unim aginable a year ago, but the re lie f is relative, said Tom Lauer, the 
m a jo r projects m anager for the Transportation Department.

“W e’ve been getting hit so hard that w e’ve been pum ping them up the last couple o f  years,” Mr. Lauer 
sa id  o f  the state’s internal cost projections.

“I d id n ’t get a price break,” he said o f  the recent bid. “I may ju s t have m ore predictable pricing. I still 
c a n ’t afford to do other stuff.”

In N ew castle, a  growing Seattle suburb, the situation is em blem atic o f  the struggles confronting towns 
and  school districts across the country. Tw o m ain goals prom pted the im provem ents now under way on 
a  m ain thoroughfare, Coal Creek Parkway. W idening a bottleneck on the road w ould help relieve 
congestion  on nearby Interstate 405. A nd  doing it w ith style —  using steel on a bridge to evoke an old 
train  trestle and installing landscaped m edians between lanes —  w ould send the signal that N ew castle is 
ready to do business.

Then the bids came back. “Slack-jawed,” said John Starbard, the city manager, when asked his reaction
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M r. Starbard said even die project’s engineering consultant, CH 2M  Hill, was stunned when w hat they 
believed was a very conservative $38 m illion estim ate in M arch 2007 was m et with a low bid o f  m ore 
than $44 m illion for a m ile’s w orth o f  road and bridge improvements.

11 l i t , /  'I , |  I / , ?  I ' l J i n l ,  .•!. ;< r.it)') • \ 0  >.•;! 'Up
B ut w aiting to build was not an option. The city had already received help from Senator Patty M urray, 
D em ocrat o f  W ashington, and state lawmakers, as well as the State Transportation Im provem ent Board. 
It w ent back to the board and received $2 m illion more.

" It w as a shared sticker shock, but they had seen this with other projects so they w ere not as surprised,” 
M r. Starbard said o f  the board.

to  the bids.

.^rtnrj .

In Newton, M ass., a Boston suburb with a population o f  m ore than 80,000, the estim ate for the new 
N ew ton North High School was $104 m illion in 2004. Four years later, the foundation is about to be 
poured  and the estim ate is now  at least $186 million, said Jerem y Solomon, a city spokesman. Mr. 
Solom on said about $25 m illion o f  the increase involved changes to the original plan, for asbestos 
abatem ent, adjustm ents to the heating and air-conditioning system  and other factors. Otherwise, he said, 
the  increase resulted from  rising building costs.

"W e kind o f  got caught in a period w here construction costs grew rapidly,” said Mr. Solomon, citing 
steel and fuel costs, am ong others.

The need for public im provem ents only grows greater. Costs are rising even as engineers across the 
country say infrastructure is rapidly decaying.

In San Leandro, a city o f  78,000 in the San Francisco B ay A rea, Mr. Udemezue said the city could not 
afford to delay work on the parking garage and retiree center.

“ W e can ’t wait,” he said, “because we don’t know  if  the prices are going to com e dow n or go up.”

In the grading guide known as the Pavem ent Condition Index, zero is not far from a dirt strip and 100 is 
a  fresh new roadway. W hen Mr. Udem ezue began working for San Leandro 16 years ago, the average 
road ranking in the city was nearly 70. Now it is closer to 60, despite what Mr. Udem ezue said w ere the 
c ity ’s efforts to keep up maintenance.

Y ears ago, there was m ore m oney in the city’s general revenue stream that could be diverted to help 
w ith basic maintenance, w hich Mr. Udem ezue said required about $5 m illion a year.

That general revenue now goes to other needs, like public safety, and the roads go wanting, w ith flat 
revenue from  gas taxes and other declines leaving about $1.2 m illion to maintain roads each year. The 
$13 m illion retiree center and the $8 million parking garage have been affected, too, with the city
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dropp ing  plans to build com m ercial space beneath the garage and reducing the space for social program s 
in th e  center.
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M r. Udem ezue and others say they have heard that things m ay be stabilizing, but they cannot be sure.
/■ nqnn sg b h d  bac bacn lo  rtnov/ / d i m  s coillim

E ven  in places w here the rise o f  costs has slowed, said Ken Simonson, ch ief econom ist with the 
.Associated General Contractors o f  Am erica, “it’s dorm ant at best.”
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A l a s k a  T u c k i n g  A s s o c i a t i o n ,  I n c *
3443 Minnesota Drive Anchorage, Alaska 99503 ■ Phone (907) 276-1149 • Fax (907) 274-1946

www.aktrvcks.org

The au thorita tive  voice o f  the trucking  industry in  A laska

S B 2 3 6  T r a n s p o r t a t i o n  E n d o w m e n t  F u n d  

S e n a t e  T r a n s p o r t a t i o n  C o m m i t t e e  H e a r i n g  

1 : 0 0  p m ,  F e b r u a r y  5 ,  2 0 0 8  

A v e s  D .  T h o m p s o n ,  E x e c u t i v e  D i r e c t o r  

A l a s k a  T r u c k i n g  A s s o c i a t i o n

T h a n k  y o u .  M r .  C h a i m n i n  a n d  m e m b e r s  o f  t h e  

c o m m i t t e e ,  I  a m  A v e s  T h o m p s o n ,  E x e c u t i v e  D i r e c t o r  o f  

t h e  A l a s k a  T r u c k i n g  A s s o c i a t i o n .  T h e  A l a s k a  T r u c k i n g  

A s s o c i a t i o n  i s  a  s t a t e  w i d e  o r g a n i z a t i o n  r e p r e s e n t i n g  

t r u c k i n g  i n t e r e s t s  f r o m  B a r r o w  t o  K e t c h i k a n .  I n  2 0 0 8 ,  

o u r  a s s o c i a t i o n  c e l e b r a t e s  i t s  5 0 th  A n n i v e r s a r y  o f  s e r v i n g  

t h e  i n t e r e s t s  o f  t h e  t r u c k i n g  i n d u s t r y  i n  A l a s k a .  O u r  m o r e  

t h a n  2 0 0  m e m b e r  c o m p a n i e s  r e p r e s e n t  a l l  o f  t h e  d i v e r s e  

t r u c k i n g  o p e r a t i o n s  i n  t h e  s t a t e  a l o n g  w i t h  m a n y  a s s o c i a t e  

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

I n  A l a s k a :  t r u c k i n g  e m p l o y s  o v e r  2 1 , 0 0 0  p e o p l e  - 1  o u t  

o f  1 4  c i v i l i a n  w o r k e r s ;  t r u c k i n g  p a y s  m o r e  t h a n  $ 9 2 8  

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

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

( m o s t  h a v e  f e w e r  t h a n  1 0  e m p l o y e e s ) .

A s  y o u  c a n  s e e ,  t h e  t r u c k i n g  i n d u s t r y  m a k e s  a  h u g e  

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

a n d  e c o n o m i c  i m p a c t .  T h e  s i m p l e  t r u t h  i s  t h a t  “ i f  y o u  g o t  

i t ,  a  t r u c k  b r o u g h t  i t . ”
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The authoritative voice of the trucking industry in Alaska

O n e  o f  t h e  p r i o r i t i e s  o f  A T A  i s  a n d  h a s  b e e n  t o  e x p a n d  

t h e  D O T & P F  S t a t e  G e n e r a l  F u n d  C a p i t a l  P r o j e c t s  

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

A l a s k a ’ s  t r a n s p o r t a t i o n  i n f r a s t r u c t u r e  n e e d s .  G i v e n  o u r  

e n o r m o u s  i n c r e a s e  i n  t a x  r e v e n u e ,  A l a s k a  n e e d s  t o  i n v e s t  

s o m e  o f  o u r  d o l l a r s  i n  o u r  t r a n s p o r t a t i o n  s y s t e m .

B a s e d  o n  o u r  p o s i t i o n  t h a t  w e  n e e d  t o  i n v e s t  i n  o u r  

t r a n s p o r t a t i o n  i n f r a s t r u c t u r e ,  w e  f e e l  t h a t  t h e  i d e a  o f  t h e  

t r a n s p o r t a t i o n  e n d o w m e n t  f u n d  h a s  m e r i t .  W h i l e  t h e  

d e v i l  i s  i n  t h e  d e t a i l s ,  t h i s  e n d o w m e n t  f u n d  m a y  v e r y  w e l l  

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

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

p r o j e c t s  p r o g r a m .

S p e a k i n g  o f  t h e  d e v i l ,  w e  n o t e  i n  t h e  b i l l  o n  p a g e  o n e ,  l i n e  

1 3  &  1 4  t h a t ,  “ T h e  a m o u n t  i d e n t i f i e d  i n  ( a )  o f  t h i s  s e c t i o n  

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

i d e n t i f i e d  i n  A S  4 4 . 4 2 . 0 8 0 ( 2 ) . ”  T h i s  r e f e r e n c e  i s  t o  a  

f u n d  e n t i t l e d  “ t r a n s p o r t a t i o n  a n d  r e l a t e d  f a c i l i t i e s ; ” . T h i s  

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

W h i l e  w e  a r e  a l l  w e l l  i n t e n t i o n e d ,  w e  h a v e  s e e n  w h a t  h a s  

h a p p e n e d  t o  t h e  F e d e r a l  H i g h w a y  T r u s t  f u n d  o v e r  t h e  

y e a r s .  T h e  H i g h w a y  T r u s t  f u n d  h a s  b e e n  d e p l e t e d  f o r  a  

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

t h a n  h i g h w a y  p r o j e c t s .  W e  a r e  t o l d  b y  b o t h  s t a t e  a n d  

f e d e r a l  D O T ’ s  t h a t  t h e  F e d e r a l  H i g h w a y  T r u s t  f u n d  w i l l  

r u n  o u t  o f  m o n e y  s o m e t i m e  i n  2 0 0 9 .  R e a l i z i n g  t h a t  t h e r e  

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

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

p o r t i o n  o f  o u r  p o p u l a t i o n .  F r e i g h t  m o v e m e n t ,  t o u r i s t  

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

o n  o u r  h i g h w a y  s y s t e m  w i l l  o n l y  c o n t i n u e  t o  g r o w  

e x p o n e n t i a l l y .  T h i s  i s  t h e  l o n g  w a y  o f  s a y i n g  t h a t  w e  

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

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

h i g h w a y  s y s t e m .  W e  w a n t  t o  b e  s u r e  t h a t  o u r  c u r r e n t  a n d  

f u t u r e  h i g h w a y  n e e d s  a r e  m e t  p a r t i c u l a r l y  d u r i n g  t h i s  t i m e  

o f  p r o s p e r i t y .  N o n  h i g h w a y  p r o j e c t s  n e e d  t o  b e  

c o n s i d e r e d  o n  t h e i r  o w n  m e r i t  a f t e r  s e e k i n g  o t h e r  s t a t e  o r  

f e d e r a l  f u n d i n g  s o u r c e s .

I n  A l a s k a  t h e r e  a r e  t w o  m a j o r  h i g h w a y  s y s t e m s ,  t h e  

N a t i o n a l  H i g h w a y  S y s t e m  a n d  t h e  A l a s k a  S t a t e  H i g h w a y  

S y s t e m .  T h e  N a t i o n a l  H i g h w a y  S y s t e m  o r  t h e  N H S  i s  t h e  

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

c o m m u n i t i e s  a n d  w o r k p l a c e s  i n  o u r  s t a t e .  T h e s e  a r e  t h e  

m a j o r  r o u t e s  t h a t  c a r r y  a  l a r g e  p o r t i o n  o f  a l l  t h e  f r e i g h t  

d e l i v e r e d  i n  A l a s k a .  T h e  S t a t e  H i g h w a y  S y s t e m  i s  t h e
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tfyou got it, a truck brought It...

http://www.akfrucks.org


A l a s k a  T r u c k in g  A s s o c i a t i o n ,  I n c .
3443 Minnesota Drive Anchorage, Alaska 99503 • Phone (907) 276-1149 • Fax (907) 274-1946

www.aktnjcks.org

The authoritative voice o f the trucking industry in Alaska

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

o u r  c o m m u n i t i e s .  T h e  N H S  i s  t h e  s y s t e m  o f  v i t a l  a r t e r i e s  

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

t h e  s y s t e m .  O u r  m a j o r  h i g h w a y  p r o j e c t  f u n d i n g  e f f o r t s  

n e e d  t o  b e  d i r e c t e d  a t  a  m o d e m ,  s a f e  a n d  e f f i c i e n t  s y s t e m  

o f  h i g h w a y s  t o  s u p p o r t  a n d  e n c o u r a g e  c u r r e n t  a n d  f i x t u r e  

e c o n o m i c  d e v e l o p m e n t  t o  p r o v i d e  f o r  t h e  m a x i m u m  

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

c a n  h e l p  s u p p o r t  b o t h  N H S  a n d  A H S  p r o j e c t s  a s  w e l l  a s  

i m p o r t a n t  l o c a l  p r o j e c t s .

T h e  A l a s k a  T r u c k i n g  A s s o c i a t i o n  s u p p o r t s  S B 2 3 6  a n d  t h e  

T r a n s p o r t a t i o n  E n d o w m e n t  f u n d  c o n c e p t .  W e  b e l i e v e  i t  

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

p a y  d i v i d e n d s  w e l l  b e y o n d  o u r  l i f e t i m e s .  W e  a r e  h o p e f u l  

t h a t  t h e  f u n d  w i l l  g r o w  i n  s i z e  a n d  i n  e a r n i n g s  i n  t h e  

f u t u r e  t o  e n s u r e  t h a t  o u r  h i g h w a y s  m e e t  A l a s k a ’ s  n e e d s .

rf h a n k  y o u ,  I  w i l l  t r y  t o  a n s w e r  a n y  q u e s t i o n s .

FEB-05-2008 TUE 02:41 PM ANCHORAGE L10 FAX NO. 907 269 0229 P.
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#

F I S C A L  N O T E

S T A T E  O F  A L A S K A  Fiscal Note Number: 2___

2008 L E G I S L A T I V E  S E S S I O N  Bill Version: SB 236
(S) Publish Date: 1/16/08

Identifier (file name): 0 0 4 5 - D Q T - C Q - 0 1  - 1 1 - 0 8____________Dept. Affected:
Title  Transportation Fund__________________ RDU Administration and Support

______________________________________________________________ Component Commissioner's Office_________
Sponsor Rules Committee
Requester _______________________Governor______________________ Component Number 530

Note: Amounts do not include inflation unless otherwise noted below.
Appropriation

Required Information
O P E R A T I N G  E X P E N D I T U R E S F Y  2 0 0 9 F Y  2 0 0 9 F Y  2 0 1 0 F Y  2 0 1 1 F Y  2 0 1 2 F Y  2 0 1 3 F Y  2 0 1 4

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

T O T A L  O P E R A T I N G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

(Thousands of Dollars)

I C A P I T A L  E X P E N D I T U R E S i i ' i i i  r

I C H A N G E  I N  R E V E N U E S  ( ) i i i i i i

F U N D  S O U R C E (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other Interaqencv Receipts

‘ ' TOTAL 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  ( F Y 2 0 0 8 )  c o s t :  

P O S I T I O N S

Full-time
Part-time
Temporary

A N A L Y S I S :  (Attach a separate page i f  necessary)

Implementing this legislation will have no affect on the operating budget of the department

Mary SirokyPrepared by:
Division 
Approved by: Nancy Slagle

Phone 465-4772
Legislative Liaison Date/Time 1/11/08 12:00 AM

Date 1/11/2008
Director. Division of Administrative Services

(R*w*eO *0/05/2008 OMB) Page 1 of 1

COMMITTEE COPY



F I S C A L  N O T E

S T A T E  O F  A L A S K A

2008 L E G I S L A T I V E  S E S S I O N

Fiscal Note Number. 1

Bill Version: SB 236

(S) Publish Date: 1/18/08

Identifier (file name): 
Title

0 0 4 5 - D O R - T R E - 0 1  - 1 4 - 0 8

Alaska Transportation Fund
Dept. Affected: 

'RDU
Revenue 04

Sponsor
R equester

Governor
Component Treasury

Taxation and Treasury

Governor

E x p e n d i t u r e s / R e v e n u e s

 Component Number

(Thousands of Dollars)

121

Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

O P E R A T I N G  E X P E N D I T U R E S F Y  2 0 0 9 F Y  2 0 0 9 F Y  2 0 1 0 F Y  2 0 1 1 F Y  2 0 1 2 F Y  2 0 1 3 F Y  2 0 1 4

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

1,000.0 1,000.0 1,000.0 1,000.0 1,000.0 1,000.0

T O T A L  O P E R A T I N G 1 ,0 0 0 .0 1 ,0 0 0 .0 1 ,0 0 0 .0 1 ,0 0 0 .0 1 ,0 0 0 .0 1 ,0 0 0 .0
C A P I T A L  E X P E N D I T U R E S

I C H A N G E  I N  R E V E N U E S  ( )

F U N D  S O U R C E (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other Interagency Receipts

1,000.0 1,000.0 1,000.0 1,000.0 1,000.0 1,000.0

T O T A L 1 ,0 0 0 .0 1 ,0 0 0 .0 1 ,0 0 0 .0 1 ,0 0 0 .0 1 ,0 0 0 .0 1 ,0 0 0 .0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  ( F Y 2 0 0 8 )  c o s t :  

P O S I T I O N S

0.0

Full-time 0 0 0 0 0 0 0
Part-time
Temporary

I A N A L Y S I S :  (A t ta c h  a  s e p a ra t e  p a p a  i f  n e c e s s a r v )

This fiscal note represents the estim ated accounting, custodial, performance m easurem ent, financial advisory and internal and 
external portfolio investment m anagem ent costs allocable to the new Transportation Endowment Fund (TEF). As a comparison, the 
cost of managing the Public Employee Retirement System s and Teacher Retirement System s is 21 basis points per year. General 
fund programs that are separately m anaged have an average cost of 11 basis points per year. The TEF would be invested with a 
moderately aggressive risk asse t allocation profile meaning that it would include domestic and international equities, real estate, and 
alternative investments a sse t c lasses. These asse t c lasses  are m anaged with external investm ent m anagers. B ecause the fiduciary 
is the Commissioner of Revenue and not a board of directors there would be a reduction of costs. I believe there would be a 
preference to use passive a s  opposed to active investment m anagem ent for a  num ber of investment allocations that would further 
reduce investment m anagem ent fees. At a funding level of $1 billion dollars an estim ated cost of 10 basis point or 1 million dollars 
would be very reasonable considering the anticipate level of m anagem ent oversight and investm ent m anagem ent that an 
endowment of this size would require.

Prepared by: Brian C Andrews_________________________________________________________  Phone 907 465-3669_________
Division R evenue/T reasu ry  

Approved by: Jerry Burnett

Date/Time 1/14/08 12:00 AM

Date 1/14/2008
Department of Revenue

|R«viMd 10/05/2008 OMB) Page 1 of 1

COMMITTEE COPY



IJ J

What We Will Address

S t a t e  o f  A l a s k a 's  t r a n s p o r t a t i o n  s y s t e m
-  D eclin ing  c o n d itio n s
-  L im ita tions to  m e e tin g  n e e d s
-  W h a t o th e r  s ta t e s  a r e  d o in g ; w hy  th e s e  

a p p ro a c h e s  a re  a p o o r  fit fo r A laska

T h e  A la s k a  T r a n s p o r t a t i o n  F u n d
-  A d v a n ta g e s  o f n o n -fe d e ra l  fu n d s
-  C ore c o n c e p ts  fo r u s in g  th e  fund
-  Im m e d ia te  a n d  fu tu re  p rio ritie s
-  How p ro je c ts  w ou ld  b e .s e le c te d

1



State of Alaska's Transportation 
Infrastructure - 2008

S a f e t y :  h i g h - a c c i d e n t  r o a d s  a w a i t  f u n d s ,  

s e a s o n a l  a i r p o r t  s u r f a c e s  n o t  id e a l

C o n g e s t i o n :  t r a f f i c  g r o w i n g  f a s t e r  t h a n  

n e w  c a p a c i t y  c o n s t r u c t e d

D e t e r i o r a t i n g  c o n d i t i o n s :  p a v e m e n t ,  

r u t t i n g ,  f e r r y  m a c h i n e r y  b r e a k d o w n s ,  

h a r b o r  f a c i l i t i e s  a g i n g

P r e v e n t a t i v e  m a i n t e n a n c e :  a d e q u a t e  

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

2





B e n t  p i l e s  a t  

K o d i a k

AMHS Vessel Issues

R u s t e d  s t e e l

O u t d a t e d

t e c h n o l o g y

C o r r o d e d  p o w e r  

c a b l e s

Harbor Repair Examples
T i m b e r

F l o a t

d a m a g e  a t  

F u n t e r  B a y

C o r r o d e d  p i l e  

A t  K e t c h i k a n



Airport Needs Unmet

Birchwood . , 
Airport, ,, 

pavem ent * >
cracking

N a n w a l e k  A i r p o r t ,  

n e a r b y  h a z a r d s ,  

p o o r  d r a i n a g e



% ■

Contributing Weaknesses
F e d e r a l  f u n d s  e f f e c t i v e n e s s  h a s  .
d e c l i n e d  b e c a u s e :
-  E a rm a rk s  a n d  n e w  s e t- a s id e s  h a v e  re d u c e  

fu n d s  to  b asic  n e e d s
-  In fla tion  is h igh , re d u c in g  w h a t th e  fu n d s  

a cco m p lish
-  H ighw ay  t ru s t  fu n d  r e v e n u e  n o t a d ju s te d  

s in c e  1993
-  F ed era l law s a n d  ru le s  k e e p  e x p a n d in g
-  L im ited  s ta te  M&O fu n d s  h a s  c h a n g e d  o u r 

u se  o f fed e ra l fu n d s

11



Inflation is an Issue

O 200o
°  1 8 0
i-/C
> 1 6 0  ■
E2 1 4 0
£ 120

a  100

8 0

- -«■. 

i- d  I-I

2000
- - S i  I 
2002

i l i  ■ I  I  I I

Alaska costs 
up nearly 2x 
US average

□  A K  E a r th w o r k

| G  A K  P a v e m e n t

i U S  H w y  C o n s t .

World average 
Crude Oil ice

2 0 0 4 2 0 0 6
C o m * i n d e x e d  to 1 0 0  V o j i  -’0 0 0
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8

• Scope o f Alaska's Needs
-  L a n e  m i l e s  p e r  1 0 0 0  p o p u l a t i o n

•  US a v e ra g e :  28  la n e  m iles 

•A la s k a :  44  lan e  m iles
#

-  O n ly  2 4 x 7 ,  o c e a n  c e r t i f i e d ,  f e r r y  

s y s t e m ,  l o n g e s t  r o u t e  s y s t e m

-  L a r g e s t  s t a t e  a v i a t i o n  s y s t e m

, -  L o n g e s t  c o a s t l i n e ,  h i g h  n e e d  f o r  

p o r f s  a n d  h a r b o r s

-  U n m e t  n e e d s  v a s t l y  g r e a t e r  in  A la s k a  

d u e  tQ l a t e  s t a r t  in  i n f r a s t r u c t u r e

9
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Concern: will this beneficial 
ratio continue in next 

authorization bill?

B i g g e s  

o f  F e d e r a l  FI

9

• H



State Fund Advantages
%

P r o j e c t s  c o m p l e t e d  f a s t e r
-  A voided  fe d e ra l o v e rs ig h t, para lle l a c tio n s  

L e s s  c o s t l y  t o  c o n s t r u c t
-  R e d u c e d  tim e  a v o id s  c o s t  e sc a la tio n  . 

C o m p l e x  f e d e r a l  l a w s  a v o i d e d
-  NEPA, 4 (f) , Buy A m erica , d o  n o t a lw a y s  app ly  

S i g n i f i c a n t  p u b l i c  b e n e f i t s  a c h i e v e d  s o o n e r
-  Public s a fe ty  im p ro v ed
-  D elay  tim e  a n d  fuel c o s ts  re d u c e d
-  E conom ic  d e v e lo p m e n t fa c ili ta te d
-  A sse t life e x te n d e d

2 0



State Funded Successes

D a l t o n  H i g h w a y :  3  y e a r s  

s a v e d

A n c h o r a g e ,  E l m o r e  R o a d  

2 y e a r s  s a v e d

M c C a r t h y  R o a d :  3  y e a r s

11



Federal Fund Limitations

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 la s k a  c i t i z e n s
f  "

F e d e r a l  A v ia t io n  P r o g r a m ,  is  a l s o  l im i te 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  a n d  h a r b o r s  h a v e  n o  c o n t i n u o u s  

f u n d i n g  p r o g r a m

2 4



Alaska Transportation Fund
I

• Core concepts:
-  A v a i la b le  t o  a ll  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 s  e l i g ib l e

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

- A S  4 4 . 4 2 . 0 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 ata  d riv e n  n e e d s  a s s e s s m e n t

•  Public p ro c e s s , w ith  sco rin g

•  N ationally  re c o g n iz e d  a n d  re s p e c te d  
a p p ro a c h  c o n tin u e d

Why this Approach?
E p i s o d ic  f u n d i n g  d i f f i c u l t  f o r  b o t h  p r i v a t e  

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

-  1987  d o w n tu rn  led  to  layo ffs, b u s in e s s  c lo su re s

-  ATF will be  th e r e  w h e n  m o s t  n e e d e d !

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 a i n a b l e  

r e v e n u e  s o u r c e  .'  i
-  P re d ic ted  g ro w th  in fu n d  p ro v id e s  inflation  

p roofing

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 aising  $50  m illion w ou ld  re q u ire  ra ising  fuel 
tax  from  8<t to  20<t (a  1 5 0 %  in c re a se )



AS 44.42.050
D O T S t P F  l o n t r m s b i o n e r  to d e v e l o p  a  c o m p r e h e n s i v e , i n t e r m o d a l , 

l o n g - r a n g e  t r a n s p o r tation  p l a n :

- m a y  h e  in mull.pie d o c u m e n t s  a n d  sutjjects 

revised a-, the c o m m i s s i o n e r  determines appropriate.

- c o n f o i m s  to the requirements ror m e  eligibility a n d  use of federal a n d  

other funds

transmit notice of m e  approval of that c o m p o n e n t  to the governor a n d  to 

the legislature

s e e k  public r e v i e w  a n d  e v a l u a t i o n  b y  a n y  r e a s o n a b l e  m e a n s  a n d  m a y

-  consult a n d  cooperate with officials a n d  representatives of g o v e r n m e n t  

agencies a n d  authorities, interested corporations a n d  other organizations

- f c d u e s t  data a n d  ass.-mure f r o m  other units of g o v e r n m e n t

d e v e l o p  a  list o f  p r o j e c t s  s c h e d u l e d  for d e sign, c o n s t r u c t i o n  for a

p e n o d  of n o t  less t h a n  t w o  y e a r s  that is consis t e n t  w i t h  t h e  p l a n

-  list m u s t  lies.go an estimate o( federal, state, and other funds and a 
desLtiption. iccat on. and itemization of the estimated cost for each p>.>••_•.'

cost e f f ectiveness analysts r e q u i t e d  e x c e p t  for

rehabilitation and maintenance of an costing transportation system '

- projects that serve ocal transportation n e e d s

What a "Program" Means

•  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  in  r e s p o n s e  t o  
e a c h  p r 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 ld  p r io 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

14



Initial Priorities - 2 Years
31

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 re ss  priority  pub lic  s a fe ty  n e e d s
•  I n t e r s e c t i o n s ,  r u m b l e  s t r y 3 s ,  s i g n a g e

-  R e a d y - to -c o n s tru c t  p ro je c ts
•  S h o w s  i m m e d i a t e  p r o g r e s s  •„

•  U s e s  p r i o r  i n v e s t m e n t  t o  g o o d  p u r p o s e  '

-  P re se rv a tio n , red u c in g  d e fe r re d  ' -  
m a in te n a n c e  back log

-  S u p p o r t to  s ig n ifican t e c o n o m ic  n e e d s , 
c o n g e s tio n  is su e s

3 0



Why Safety?
S a f e t y ' s  i m p o r t a n c e :

-  7 5 - 8 5  l iv e s  l o s t  e a c h  y e a r  in  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 0  M illio n  p e r  y e a r  in  s o c i e t a l  c o s t s

S t a t e  g o a l  i s  t o  r e d u c e  t h e s e  

t r a g e d i e s  b y  1 / 3  o v e r  t e n  y e a r s

O n l y  s t r o n g  n e w  i n i t i a t i v e s  a n d  

i n v e s t m e n t s  w i l l  m a k e  t h i s  p o s s i b l e

3 1

Why Preservation?
•  E x t e n d s  u s e f u l  l i f e  o f  a s s e t s

-  $ 1  c a n  s a v e  $ 4 '4 U : im e ly

•  W e a l t h  o f  d a t a  t o  g u i d e  a l l o c a t i o n s

-  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

•  O f t e n  a n  u n f u n d e d  g a p  b e t w e e n  

f e d e r a l  f u n d s  a n d  s t a t e  M & O  b u d g e t s  

- A i r p o r t  n e e d s

-  B r id g e  g u a r d  ra il



Why Congestion?
•  W h y  c o n g e s t i o n  n e e d s  a t t e n t i o n :

-  G r o w in 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 o s t s  t o  b u s i n e s s  a n d  u s e r s

-  O f t e n  a  f a c t o r  in  a c c i d e n t s

•  L a n e  m i l e s  g r o w i n g  m o r e  s l o w l y  t h a n  

n u m b e r  o f  v e h i c l e s  o n  h i g h w a y s

-  E lm o r e  R 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  in  c o n g e s t i o n  a n d  r e d u c e d  

t r a v e l

-  O n ly  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

Why Economic Development?
■

•  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  

e c o n o m i c  i n v e s t m e n t .

-  R ed D og, T S A JA /re ig h t s u c c e s s  b o th  b e n e fite d  
from  s ta te  in v e s tm e n t  in tra n s p o r ta tio n .

•  A la s k a  C o n s t i t u t i o n :  A r t ic le  8 ,  S e c .  5 :  "The
l e g i s l a t u r e  m a y  p r o v i d e  f o r  facilities, i m p r o v e m e n t s , a n d  

s e r v i c e s  t o  a s s u r e  g r e a t e r  u t i l i z a t i o n ,  d e v e l o p m e nt, 

r e c l a m a t i o n , a n d  s e t t l e m e n t  o f l a n d s . . .  ."

-  M uch o f  A laska lacks su ff ic ie n t eco n o m ic  
in v e s tm e n t to  b e  tru ly  s u s ta in a b le .

-  In v e s tm e n t  le a d s  to  g o o d  jo b s  w hich  h e lp s
• c o m m u n itie s  a n d  c itizen s .



After First 2 Years

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 ie w  lo c a l  a n d  s t a t e  o w n e d  a s s e t s
V

R e v i e w  b 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  9  *

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

Update all Needs Assessments

•  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 iN  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

-  W ill n e e d  t o  r e v i e w  n o n - s t a t e  f e r r i e s  t o o

•  2 0 0 8  P o r t  a n d  H 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



Update Project Scoring and 
Regulations

•  W e ll  e s t a b l i s h e d  p r o j e c t  s c o r i n g  s y s t e m s  

a l r e a d y  in  p l a c e :

-  Local a n d  s ta te  ro a d s , t ra n s it ,  fe rrie s , tra ils

-  P o rts  a n d  h a rb o rs

-  A viation

•  E v a l u a t e  n e e d  f o r  n e w  o r  u p d a t e d  c r i t e r i a

-  C riteria  fo r p re v e n ta t iv e  m a in te n a n c e  p ro je c ts  
m ay  b e  n e e d e d

•  P l a c e  t h e s e  g o v e r n i n g  r u l e s  i n to  r e g u l a t i o n s

3 7

Transporta tion  1 
Fund:
Safety
Im provem en ts , 
G as -L in e  
Readiness, 
Congestion Relief, 
Econom ic Support

• r

C r o sse s  Ahead
Under

In vestm en t:
Stagnation , 

Dangers,  ̂
Congestion, 

Repa irs  Needed  -❖
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SENATE COMMITTEE R E PO R i 
First Committee of Referral

DATE: 1/18/08

Date of 5-Day Notice: D A T E ' URNED 
IN TO OFFICE: ______

FURTHER: Finance

(in acco rd a n ce  with Uniform Rule 23)

Transportation Committee considered  SENATE BILL NO. 236

SB 236 TRANSPORTATION FUND

"An Act estab lish ing  the  A laska transporta tion  fund and  relating to the  fund; an d  providing for an  effective 
d a te ."

an d  recom m ends:

] be  replaced with [ ] SCS or [ ] CS _________________________

] adop t previous [ ] SCS o r [ ] C S __________________________

] a tta ch e d  am endm en t(s)

] a d o p t_____________________________ Letter of Intent
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[ ] APPROPRIATION - no fiscal note
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DO
P a s s

Do Not 
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No Rec A m e n d

Chair:
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2 0 0 8 Raad first tlma and rafarrad to:
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[ 1 E F D s a m e o r Y  N  E A

f 1 C B R  s a m e  o r  Y  N  E A

f 1 C R T  s a m e  o r  Y  N  E A

f 1

Reconsideration

Reconsideration not taken up

[ ] T i t l e  A m e n d m e n t  

f 1 R e t u r n  t o  2 n d  &  a m e n d e d
- - . V I  f , i' v
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Reconsideration not taken up

] T i t l e  A m e n d m e n t  

j R e t u r n  t o  2 n d  &  a m e n d e d _____

] P a s s e d / R e c  Y. 
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] C R T  s a m e  o r  Y.
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Engrossed, signed by the Speaker 
Returned to the Senate

________________
Chief Clerk of the House
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Version Received from the House:

Concur in House Amendment

_N_

[ ] E F D s a m e o r Y  N.

Y N E A

Y N E A

m’■ jj'f ;'vj

Fa iled  concur in H ou se  am d., a sk  H ou se  recede

 Y_______ N _______E ________A ________

H ouse  fa iled  to  recede from  am endm en t

 Y_______ N _______E ________A _______

C C  appo in ted  b y  S e n a te . Chair

C C  appo in ted  b y  H o u s e _ Chair

(S)Granted L im ited  P ow ers  o f Free  C on ference  

(H) Granted  L im ited  P ow ers  o f  Free  C on ference

2 0
(S) Ad op ted  C C  Rpt.

Y  N  E

[ ] E F D s a m e o r Y ______ N_

[ ] C B R  sam e or Y _____

[ ] C R T  sam e or Y ______ N_

(H) A d o p ted  C C  Rpt_ 

Y  N  E__

[ ] EFD  sam e or Y _  

[ ] C B R  sam e or Y_ 

[ ] C R T  sam e or Y _

N
N

_N_

Sant to anrolling

R ece ived  from  Enro lling  

Sant to Govamor

__A

.M an ifes t Error

C hap ter N u m ber .

.B y  G o vern o r

Filed with Lieutenant Governor
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Y o r N
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M a r i a n  R o m a n o M a t s u  B o r o u g h



:jgmwHunwip«iuiiG.i-u jp .IIJMII.IIII.WWI..V i,i.u vm  ju w la i iu p i i  i ir  i j t i* i i  n  ii«

s i t e :  A N C H O R A G E SUBTECT OF MRBTING o r  B IL L  #
S B  2 3 6

UPDATE # ;
C O M M IT T E E :  S T R A

D a t e :  0 2 / 0 5 / 0 8

1

170 YOU WA.TT
P R I N T  YOUR NAME COMMUNITY REPRESENTING/AFFILIATION TESTIFY

Y or N
Aves Thompson ANC Alaska Trucking Association Y



25-GS2045\A

T W E N T Y -FIFT H  L E G ISL A T U R E  - SEC O N D  SESSIO N

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced: 1/18/08
Referred: Transportation, Finance

A BILL 

FOR AN ACT ENTITLED 

"An Act establishing the Alaska transportation fund and relating to the fund; and 

providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.14 is am ended by  add ing  new  sections to read:

Article 10. Alaska Transportation Fund.
Sec. 37.14.900. Aiaska transportation fund, (a) T he  A laska transportation 

fund is established as a separate endow m ent trust fund o f  the state. T he fund consists 

o f

(1) appropriations to the fund;

(2) donations o r gifts to the fund;

(3) incom e earned on investm ents o f  fund assets; and

(4) realized and unrealized capital gains.

(b) T he com nvssioner o f  revenue shall m anage the fund as an endow m ent, 

w ith  the  goal that the purchasing  pow er o f  the fund w ill no t d im inish  over tim e

SENATE BILL NO. 236

IN THE LEGISLATURE OF THE STATE OF ALASKA

C O M M I T T E E  C O P Y

S B 0 2 3 6 A  -1-
New Text Underlined [DELETED TEXT BRACKETED]
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w ithout regard to additional contribu tions that m ay be m ade to the fund. The 

com m issioner shall invest the assets o f  the fund in a m anner likely to yield at least a 

five percent real rate o f  return  over tim e.

(c) M oney from  an appropriation m ade to the fund rem aining in that fund at 

the end o f  a  fiscal year does not lapse and rem ains available for investm ent and 

appropriation in successive fiscal years.

(d) N othing in th is section creates a  dedicated  fund.
I

Sec. 37.14.910. Use of the fund, (a) O n or before O ctober 1 o f  each year, the 

com m issioner o f  revenue shall prepare a report for the legislature that identifies that 

am ount defined as five percent o f  the average o f  the m arket values o f  the assets o f  

the fund on June 30 for the five fiscal years im m ediately preceding the fiscal year in 

w hich the report is prepared.

(b) T he am ount identified in (a) o f  this section is available for appropriation 

to the capital projects fund identified in A S 44.42.080(2).

Sec. 37.14.920. Market value of the fund. The D epartm ent o f  R evenue shall 

determ ine the m arket value o f  the fund annually  as o f  the close o f  business on 

June 30 o f  each year in accordance w ith generally  accepted accounting  principles for 

the determ ination  o f  fair value.

Sec. 37.14.930. Powers and duties of the commissioner of revenue. In 

carrying ou t the investm ent duties under AS 37.14.900 - 37.14.990, the 

com m issioner o f  revenue has the pow ers and duties set out in A S 37.10.071. Not 

later than the 10th day follow ing the convening o f  each first regular session o f  the 

legislature, the com m issioner shall m ake availab le a report to the legislature on the 

condition  and investm ent perform ance o f  the fund.

Sec. 37.14.990. Definition. In AS 37.14.900 - 37 .14.990, "fund" m eans the 

A laska transportation  fund established in A S 37.14.900.

* Sec. 2. The uncodified  law  o f  the State o f  A laska is am ended by adding a new  section to 

read:

T R A N SIT IO N , (a) N otw ithstanding AS 37.14.900 - 37.14.990, as enacted by sec. I 

o f  this A ct, the com m issioner o f  revenue shall calculate average fund values in the years 

2008 through 2012 as follow s:

-2-
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(1) for fund value calcu lation  for year 2008, the com m issioner o f  revenue 

shall prepare a report to the leg islature on  o r before O ctober 1, 2008, identifying that am ount 

defined as five percent o f  the m arket value o f  the fund on July 1, 2008; the am ount is 

available for appropriation  during the first regular session o f  the T w enty-S ix th  A laska State 

Legislature under A S 37 .14.910(b), enacted by sec. 1 o f  this Act;

(2) for average fund value calcu lations for years 2009 through 2012, on or 

before O ctober 1, 2009, and on o r before O ctober 1 in subsequent years through the year 

2012, the com m issioner o f  revenue shall prepare a report to the legislature that identifies that 

am ount defined as five percent o f  the average o f  the m arket values o f  the assets o f  the fund 

on  Ju ly  1, 2008, and on June 30 o f  each  subsequent year, as identified in the reports required 

by th is paragraph; the am ounts are availab le for appropriation during the respective regular 

sessions o f  the A laska State Legislature under A S 37.14.910(b), enacted by sec. 1 o f  this 

Act.

(b) In this section, "fund" m eans the A laska transportation fund established in 

A S 37.14.900, enacted by sec. 1 o f  th is Act.

* Sec. 3. This A ct takes effect im m ediately  under AS 01.10.070(c).

25-GS2045VA
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Sectional A nalysis o f  SB 236.

SB 236 creates ? transportation fund, gives the commissioner 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 rea tio n  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 prim arily o f  appropriations, but will also include other contributions or 
investment income. The commissioner o f  revenue would manage the fund so that 
the fund would be self-sustaining.

P roposed  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.

P roposed  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 ran sitio n  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 Date

Section 3 provides for an  i m m e d i a t e  effective date.
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January 15, 2008

The H onorable Lyda Green 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 111 
Juneau, AK 99801-1182

Dear President Green:

U nder the authority  of art. Ill, sec. 18, of the Alaska Constitution, I am  
transm itting a bill establishing a state transportation fund.

An efficient and  functional transportation system  is vital to Alaska's economy. 
For the first tim e in A laska's history, a reliable source of state financing w ould be in 
place. The bill w ould  result in a predictable yearly am ount that w ould be available to 
supplem ent state transportation  financing. W ith g row th  over time through investm ent 
and  future contributions, the fund could help ensure Alaska's transportation 
infrastructure is adequately  m aintained and im proved.

Declining federal funding  and  the need for transportation infrastructure to grow 
our econom y m ake establishing a transportation fund a sm art and fiscally responsible 
decision. In addition, h igh  oil prices resulting in budget surpluses, uniquely position 
Alaska to utilize our non-renew able natural resource w ealth to generate renewable 
dollars for years to come. A stable source of transportation funding  w ould benefit 
current and future generations of Alaskans alike, and  w ould reduce Alaska's 
dependence on federal a id  dollars. Furtherm ore, the use of state funds w ould allow 
critical projects to be com pleted m uch sooner than through the traditional federal 
highw ays program . This is because the state funded projects are not subject to the time 
consum ing scrutiny the federal funding process entails.

OOVERNOR9GOV. STATE. AK. US
S t a t e  o f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R
J u n e a u

S a r a h  P a l i n

G o v e r n o r

^ ivn vii  fTEE COPY S E N A T E  BIL L  N O .  2 3 6
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The need for this new, perm anent source of funding for transportation could not 
be m ore evident. Rutted pavem ents, delayed projects, and urban congestion are 
com m on problem s in this state. Federal transportation dollars, though adequate in past 
decades, no longer m eet all the basic needs of the state. Like education, transportation 
is a basic governm ent service and one that affects the daily lives of all citizens. O ther 
states are enacting their second and th ird  tier of non-federal financing mechanisms. It is 
tim e for Alaska to enact its first.

r

I u rge your p rom pt and favorable action on this m easure.

T h e  H o n o r a b l e  L y d a  G r e e n

J a n u a r y  15, 2 0 0 8

P a g e  2

G overnor

Enclosure
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D E PA R T M E N T  O F  T R A N S P O R T A T IO N  

A N D  P U B L IC  FA C IL IT IE S
OFFICE O F THE COMMISSIONER

January 23, 2008

S A R A H  P A U N , G O V E R N O R

3 1 3 2  C H A N N E L  D R I V E  

P O B o x  1 1 2 5 0 0

J U N E A U .  A L A S K A  9 9 8 1 1 - 2 5 0 0

F A X :

P H O N E :

( 9 0 7 )  5 8 6 - 8 3 6 5  

( 9 0 7 )  4 6 5 - 3 9 0 0

The Honorable Albert Kookesh 
Alaska State Legislature *
State Capitol, Room 11 
Juneau, AK 99801-1182

Dear Senator Kookesh:

I respectfully request a hearing on SB 236 establishing a state transportation fund. This 
powerful idea ensures a permanent solution to meet the state’s transportation needs. 
Alaska’s transportation needs now far exceed the capacity o f long standing federal sources.

Transportation infrastructure is at the heart o f  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 see 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. When oil prices dropped, the state economy took a significant 
downturn. A transportation fund bridges over the lean years, ensuring a stable source o f 
funding that leads to a positive economic environment.

Enclosed is a copy o f  the legislation, the G overnor’s transmittal letter, a sectional analysis 
and fiscal notes.

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

Sincerely,

Leo von Scheben, 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

' Providing for the stifr movement <4/moplt and gotnts ami lh< (L-liwry vfstate sen


