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PURPOSE 
 
To establish policy and procedures for highway project cost sharing with local project 
sponsors. 
 

POLICY 
 
It is the policy of the Department of Transportation and Public Facilities that state match 
should be used only on those projects that best serve state interests, and that local 
contributions of matching funds shall be required for surface transportation projects that 
serve local interests. 
 
Background: 
The governor reduced the FY 2003 capital budget for federal-aid highway state match 
by the amount needed to match lower level functional roads and projects serving a local 
purpose. 
 
The legislative language in the FY 2006 capital budget supports the governor’s policy to 
use state match funds on higher-function state roads. The language is as follows: 
 
It is the intent of the legislature that the Department of Transportation and Public 
Facilities shall establish a policy that identifies the degree to which different classes of 
transportation project serve a state interest and shall limit the use of the federal-aid 
highway state match funds accordingly. 
 
Policy Application: 
This policy applies to every new project phase or cost increase to existing phases 
authorized by the legislative after June 30, 2003, however, the state will provide 100% 
match for projects with legislative authorization for construction prior to that date. 
 
Most of Chapter 82, SLA 2003 appropriations are effective July 1, 2003, so local match 
for construction would apply. In addition, any cost overruns from any contingency 
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appropriation will invoke the local match policy. (Also see Table 1, Use of State Match 
Funds – Surface Transportation Projects) 
 
 

PROCEDURE 
 
A.      When is local match required? 
 

Ownership, functional classification, project type and sponsorship are factors 
used to determine whether local match is required. Table 1 shows how these 
factors apply. 
 
The following guidelines are for calculating match according to Table 1: 
 

 The Department’s federally approved functional classification shall be used.  

 Division of Program Development, when recommended by regional planning 
staff, may assign as interim functional classification to new routes and routes 
that should be reclassified. 

 

 Match source must be eligible according to federal lay. 
 

 When components of the project include both local and DOT&PF purposes, 
the match shares will be pro-rated between the state and the local sponsor 
according to the estimated costs of the components. 

 

 Donated match, transfers or donations used in lieu of local match may not 
have been used for credit in the project selection scoring process for the 
State Transportation Improvement Program. 

 
B.     What should the agreement address? 
 

1. Prior to executing the federal-aid agreement with the Federal Highway 
Administration: 
 

 The Department and the local project sponsor must execute a master 
Memorandum of Agreement for the project scope, estimated project cost, 
schedule for completion, and method of payment of the required local 
contribution. The agreement will include: 

 
o for projects with a Department-developed cost estimate 

 
 50% contingency prior to design completion 
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 15% contingency after completed design 
o Unlimited contingency for projects without a Department-developed 

cost estimate 
 

 The Department must receive cash contributions at the startup of each 
phase per the project schedule. Delayed cash may cause project delays 
and impacts to future projects in the location. 

 
2. The Department and the project sponsor will execute an amendment to the 

Memorandum of Agreement, if changes are needed to the scope, schedule 
and budget, that are beyond the Department’s control. If the final cost is less 
than agreed, the Department will recalculate the local contribution and refund 
any excess cash to the project sponsor. 
 

3. The project sponsor’s failure to comply with the terms of the executed 
Memorandum of Agreement can result in sanctions per 17 AAC 05. 175, 
including current and future project suspensions or closure. 

 

C.      How does a local sponsor appeal the local match requirement? 
 

The Commissioner may approve, on a case-by-case basis, appeals of local 
match determinations that justify why the State’s best interest is served to reduce 
the project sponsor match. The attached exemption template is the required 
format. The Commissioner’s decision is final. Such exemptions are expected to 
be infrequent, well documented and based on exceptional circumstances. 

 

D. What are some valid reasons for a local match exemption? 
  
The Memorandum of Agreement will document the alternate arrangement, if an 
exemption is allowed. 
 

1. Transfer of Ownership and Maintenance. The project sponsor may agree 
to take ownership and maintenance of the facility or another comparable 
facility in exchange for the state match. The project sponsor must be legally 
capable of owning and maintaining the facility per AS 29.04. An automatic 
exemption is granted but must be documented. 
 

2. Usable Materials or Right-of-Way Donations. The donations must be of 
sufficient quality and quantity needed for the project. (Excess materials or 
right-of-way cannot be counted toward the required match.) 

 
Donated materials may be used as match (unless donated by the state). 
Donated right-or-way may be used for state match, however, the match 
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requirement is calculated on the total cost of the project, including the value of 
the righ-of-way (23 USC 323). 
 
The Department and the project sponsor will execute a value estimate and 
contract defining the terms for right-of-way or materials transfer. The project 
sponsor or donor is required to sign a waiver to the right to receive fair market 
value (23 CFR 710.505 – 710.507) for the donation. The construction phase 
of the project cannot be funded until the right-of-way ownership transfer is 
legally completed. 
 

3. Match by Other Program Funds. The project sponsor may direct funds from 
other state and federal programs as match, where allowable by federal law, 
23 USC 120(k) & (l). An automatic exemption is granted but must be 
documented. 

4. State Interest. A bonifide state interest must be demonstrated, such as 
minimal preventive maintenance to preserve the state’s investment on a 
state-owned facility or cost-effective reductions to the cost of other state 
services—health care, education, etc. 

 
Attachments: 
 

Table 1—Use of State Match Funds Surface Transportation Projects 
 
Local Match Exemption Request 

 

AUTHORITY 
 
Commissioner’s Policy Directive 
 
 

IMPLEMENTATION RESPONSIBILITY 
 
Regional Directors 
 
 

DISTRIBUTION 
 
All state employee via the DOT&PF website, Regional Directors, Director of Design and 
Engineering Services and Director of Program Development 
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