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INTRODUCTION

Purpose

The purpose of this Joint Stewardship and Oversight Agreement (Agreement) is to provide a
roadmap to effectively and efficiently manage the Federal-Aid Highway Program (FAHP)
both in terms of program and project delivery. It formalizes the roles and responsibilities of
the Federal Highway Administration (FHWA), Alaska Division and the Alaska Department
of Transportation (DOT&PF) in administering the FAHP, and outlines authorities, and
assures accountability.

The Agreement outlines a risk-based approach for FHWA and DOT&PF to manage the
public funds and to ensure the FAHP is delivered in accordance with federal laws and
regulations. The approach includes a Strategic Planning Process, Strategic Stewardship and
Oversight, and performance indicators/measures.

Through this Agreement, DOT&PF accepts responsibility as the project approval authority
for delegated activities in accordance with Section 106 of Title 23, United States Code
(USC). FHWA retains overall responsibility for the FAHP and this Agreement does not
preclude FHWA from accessing or reviewing any federal-aid program and/or project at any
time.

Background

The United States Congress (Congress) has charged FHWA with administering the FAHP
under Title 23 of the United States Code (USC), Title 23 of the Code of Federal Regulations
(CFR), and other associated laws and regulations. Section 106 of Title 23 USC, requires the
agencies to enter into an agreement that documents the delegation of responsibilities. With
the passage of the Safe, Accountable, Flexible, Efficient, Transportation Equity Act: A
Legacy for Users (SAFETEA-LU), stewardship evolved to cover all aspects of the FAHP
including financial integrity, local agency project delivery, and other mainstream FAHP
program elements. With the changes in the law, Congress tasked both agencies with
managing the FAHP through stewardship and oversight to accomplish national, state and
local goals of maintaining a national highway network, improving its operation and safety,
and providing for national security while protecting and improving the environment. In
addition to the changes brought through SAFETEA-LU, current efforts require both agencies
to ensure accountability and transparency in managing the FAHP.

FHWA is charged with stewardship and oversight responsibilities for all federal highway
funded programs, regardless of project approval authorities assumed by DOT&PF. FHWA
must conduct activities to ensure that DOT&PF implementation of the FAHP conforms to
established laws, regulations, and policies; and that DOT&PF is carrying out its roles and
responsibilities according to established agreement with FHWA.



Stewardship and oversight, as outlined in this document, are exercised through program
management and project level activities. FHWA and DOT&PF have defined stewardship
and oversight as follows:

Stewardship is the efficient and effective management of the public funds that
have been entrusted to the FHWA.

Oversight is the act of ensuring that the federal highway program is delivered
in accordance with applicable laws, regulations and policies.

DOT&PF and FHWA will work in partnership to deliver the FAHP to ensure integrity, value,
quality, accountability, and transparency for system stakeholders and its customers. In order
to meet this outcome, the agencies will implement strategies and employ a variety of tools to
assess and effectively monitor the overall health of the FAHP to enhance the transportation
system within the State of Alaska.

AGENCY ROLES AND RESPONSIBILITIES

Overview

In an effort to enhance the continuing partnership between FHWA and DOT&PF, this
Agreement focuses on the individual and joint agency roles and responsibilities. More
specific details about DOT&PF and FHWAs roles, responsibilities, and performance
measures for each program area are described in the respective program overviews and are
summarized in Appendix A: Program Responsibility List; Appendix B: Project
Responsibilities List; and, Appendix C: List of Measures.

Roles and Responsibilities

Federal Highway Administration (FHWA)

FHWA will maintain overall responsibility for the FAHP within the parameters of 23 USC
106, except for the assignment of environmental responsibilities under SAFETEA-LU
Sections 6004 (23 USC 326).! In addition, FHWA is ultimately responsible for ensuring
financial integrity and compliance with applicable federal laws and regulations. FHWA
remains accountable to the public and Congress for the FAHP and ensuring that it is
delivered in an efficient and effective manner regardless of approval authority or
responsibility delegated to DOT&PF. FHWA maintains authority for the actions and
approvals in the following categories:

Civil Rights Act of 1964;

¢ Environmental approvals not specifically assigned under Sections 6004
SAFETEA-LU;

o Federal air quality conformity determinations required by the Clean Air Act;

!'Section 6004 of SAFETEA-LU is codified in 23 USC 326. For convenience, it is referred to here as Section
6004.



Progress payments and final vouchers;

Hardship acquisition and protective buying;

Project agreements and modifications to project agreements;
Obligation of funds;

Planning and programming pursuant to 23 USC 134 and 135;
Special Experimental Projects (SEP-14 and SEP-15);

Uniform Relocation Assistance and Real Property Acquisition Policies Act of
1970 (UA), as amended; and,

e Waivers to Buy America requirements.

Projects for which defined approval authority is delegated to DOT&PF are not subject to
further approvals by FHWA, unless it is jointly agreed. However, nothing in the Agreement
shall prohibit FHWA from reviewing any programs and projects at any time.

FHWA will maintain the Program of Oversight Initiatives (POI), a comprehensive oversight
document. The POI will capture all the initiatives associated with our oversight
responsibilities for a given Performance Year (PY). The POI will identify:

e Risks and Improvement Opportunities

¢ Headquarters Directed Program Management Initiatives

» Division Risk-Based Program Management Initiatives

¢ Fraud Prevention Initiatives

¢ Project Oversight Activities

Alaska Department of Transportation and Public Facilities (DOT&PF, )

DOT&PF, through the specific delegation allowed under federal law, has authority for
monitoring, reviewing, and/or approving activities that are eligible for FAHP funds.
DOT&PF, in conformance with 23 USC 106, accepts responsibilities for the delegated duties
in this Agreement. Additionally, per SAFETEA-LU Section 6004, DOT&PF has been
assigned FHWA’s authority and responsibility for compliance with the National
Environmental Policy Act (NEPA) and other federal environmental laws. Specific
authorities, responsibilities and exceptions are defined in the Memorandum of Understanding
(MOU) for this delegation and assignment.

DOT&PF is responsible for administering the FAHP in a manner that ensures efficient and
effective use of the FAHP funds. DOT&PF will administer the FAHP by being responsible
for:

¢ Duties delegated to it pursuant to 23 USC 106;

* Ensuring and verifying, as needed, compliance with all federal laws, regulations
and requirements;

* Identifying areas that are either non-compliant with federal requirements or have
a high risk for becoming non-compliant (through a structured assessment
process);

* Taking appropriate action when non-compliant findings are made;



¢ Implementing safeguards and/or improvements to reduce the risk of non-
compliance;
Assessing the FAHP through routine involvement;
Conducting reviews and offering conflict resolution processes where necessary;
Reviewing and approving activities under this Agreement related to federal-aid
funds usage; and,

¢ Ensuring compliance with the executed MOU assigning federal responsibilities
and supporting all required reviews and audits of activities under SAFETEA-LU
Section 6004.

Title 23 USC does not recognize local entities as direct recipients of federal-aid funds.
Accordingly, local agencies cannot take the place of DOT&PF in the context of the FAHP.
DOT&PF is responsible for all requirements of the FAHP, whether these requirements stem
from Title 23 or non-Title 23 statues. The program and project authority that FHWA has
delegated to DOT&PF does not authorize DOT&PF to pass these responsibilities to the local
agencies. DOT&PF will provide the necessary review and approval to assure that locally
administered federal-aid projects comply with federal requirements. DOT&PF will achieve
this by assuring that local agencies have adequate project delivery systems in place and
sufficient accounting controls to properly manage FAHP funds.

DOT&PF retains project management and technical development responsibilities for most
projects funded with Title 23 funds. On a case by case basis, the DOT&PF may elect to
assign limited project responsibilities to local agencies. DOT&PF and the local agency will
develop individual project agreements that explain each agency’s roles and responsibilities
and explain DOT&PF oversight.

The individual project agreement between a local agency and the DOT&PF includes the
standards and processes to which the local government will adhere. It will include allocation
of funding and required billing records. It will include the source of matching funds and any
stipulations for the use of the funds and the specific terms of any transfers of title.

The agreements will be executed (signed) prior to the performance of work to be reimbursed
with federal funds. Changes in scope of work, responsibilities and local agency funding
requirements beyond the amount set forth in an Agreement will require execution of an
Agreement Amendment.

Joint Roles and Responsibilities

DOT&PF and FHWA will work collaboratively to manage the FAHP, and review, monitor,
and approve activities as necessary in the designated areas of responsibility to comply with
applicable laws, regulations, directives, and standards as defined in the Program
Responsibilities (Appendix A) and the Project Responsibilities (Appendix B) lists. The
success of the FAHP in Alaska is a joint responsibility that requires both agencies to be
proactive in monitoring and improving the program, as well as taking necessary corrective
actions when needed.



RISK-BASED APPROACH

Overview

FHWA and DOT&PF will work cooperatively to identify appropriate stewardship and
oversight initiatives using a risk-based approach. The process will consider items such as
strategic goals, mutual FHWA and DOT&PF initiatives to improve quality, cost, and
FHWA'’s level of confidence in oversight mechanisms and activities.

This Agreement, therefore, implements a risk-based approach to effectively manage the
FAHP and assess its overall health. This risk-based approach to program stewardship and
oversight facilitates the effective leveraging of federal resources by focusing on areas of risk
at the program and project level. It will be accomplished using distinctive, yet inter-
dependent methodologies:

1. Strategic Planning Process,

2. Strategic Stewardship and Oversight (SSO),
3. Performance Measures/Indicators, and

4. Quality Improvement Process

Strategic Planning Process

DOT&PF and FHWA will coordinate strategic planning activities, to the extent possible, in
an effort to align agency strategic plans. The FHWA will represent Alaska perspectives in
setting national FHWA goals and strategies, and will coordinate the adopted national goals
and strategies with the DOT&PF Strategic Planning Process in order to assure reasonable
alignment of desired outcomes, objectives, and measures of both agencies.

Annually DOT&PF and FHWA staff will jointly meet to: assess various elements within the
FAHP; ensure that program elements are being managed effectively and efficiently;
recommend projects for High Profile status; and to assess how well the elements are
achieving program goals. They will accomplish this through the utilization of SSO methods
(see below), performance measures/indicators and other strategies. In addition, they will
consider changes to goals or requirements that affect program elements.

Strategic Stewardship and Oversight Methods

SSO includes methods and activities by which DOT&PF and FHWA will work together in
managing the FAHP to: 1) ensure effective strategies are implemented to maintain and
improve the overall health of the transportation system within the State of Alaska; and, 2)
monitor and maintain compliance with all required federal laws and regulations. These
methods develop into the Strategic Planning Process that will guide DOT&PF and FHWA in
implementing strategies that manage risk.

SSO is achieved through program management of the responsibilities, including those listed
in Appendix A. Program management is used by DOT&PF and FHWA to plan and organize
activities to formulate methods that achieve common goals through cooperative efforts in



administering the FAHP. Effective management means ensuring that all requirements are
met while proactively seeking opportunities to improve the program through:

Analyzing and evaluating methods and processes;

Evaluating and recommending improvement for the effectiveness and efficiency
of programs;

Performing program level involvement;

Promoting new initiatives and concepts;

Participating on relevant joint task forces, joint committees, and joint quality
improvement teams;

® Assisting other stakeholders with program-related issues;

¢ Verifying compliance through project level samples;

¢ Conducting program assessments (see below);

e Conducting program reviews (see below); and,

¢ Conducting strategic project oversight (see below).
Program Assessments

Program assessments provide an avenue for determining the current health and effectiveness
of the FAHP and assess future risk. Assessments include program analysis such as risk
management techniques and self-assessments. These tools are based on the common
concepts of identifying strengths, areas of concern, opportunities, and sharing best practices
to continually improve the programs. DOT&PF and FHWA will conduct Program Analyses
and implement principles of risk management. Risk management is a systematic process that
involves the identification, assessment, planning, and management of threats and
opportunities faced by programs, processes, and projects. This will be accomplished by
performing an Annual Program Analysis and Risk Assessment in core program areas. The
program analysis will identify particular program initiatives that could be accomplished to
optimize the effectiveness of the current state of the program and the vision of where that
program should be in three years. In order to accomplish this, a Risk Assessment will be
conducted to evaluate the potential exposure to loss for a particular program or process and
the identification of potential countermeasures to control or reduce perceived risk. In
addition, information obtained from oversight activities and performance measures/indicators
will be considered when performing the program analysis and risk assessment. The program
analysis will outline response strategies and initiatives to effectively manage risk. Response
strategies include strategies of avoidance, acceptance, transference, mitigation or
enhancement, planned or implemented to cope with identified risks. Mitigation efforts may
include:

1) staff training,

2) program reviews,

3) updating manuals, and procedural guidance,

4) and providing technology transfer/technical assistance.

Program Reviews



Program reviews analyze key program components and the processes used by the DOT&PF
and FHWA in managing the program. Program reviews can be conducted by individuals or
teams from the agencies and other stakeholder groups or organizations. Program reviews are
often an outcome of program assessments or performance indicators/measures that suggest a
need for improvement. Performance indicators/measures may also be developed as a part of
program reviews to help highlight and quantify successes and problem areas. In general, the
reviews will:

Gauge compliance with federal requirements;

Identify opportunities for greater efficiencies and improvements to the program;
Identify good program delivery systems and exemplary practices;

Identify areas that need attention and make recommendations for improvement;
And follow up to ensure that recommendations have been implemented.

Program reviews may include process reviews, project level reviews, quality improvement
reviews and peer reviews.

Strategic Project Oversight

On September 30, 1997, 23 USC 106(c) permitted the States to approve, on a project-by-
project basis, plans, specifications, and estimates for projects on the National Highway
System (NHS), and permitted the States to request that the U.S. Secretary of Transportation
no longer review and approve highway projects on the Interstate with an estimated
construction cost of less than $1,000,000. Additionally, FHWA issued guidance on February
22,2007, that allows FHWA and the States to establish programmatic agreements for new or
reconstruction projects on the Interstate which are greater than $1,000,000 but are evaluated
as low risk. The States will have advance approval for design, plans, specifications,
estimates, contract award, contract administration, and project inspections in advance of
actual delivery of these projects. However, these advance approvals are not effective until
after approval of the project’s environmental document accomplished in accordance with the
National Environmental Policy Act (NEPA) process and the satisfaction of other related
environmental laws and procedures.

It is mutually desirable to both FHWA and DOT&PF to streamline the approval process for
routine and inherently low risk projects. Through this Agreement, FHWA is granting its
approval to delegate to DOT&PF in advance of actual delivery of projects the responsibility
for oversight and approval of project level activities for low-risk projects. This includes
projects on the Interstate System that are routine and inherently low risk in which DOT&PF
has a high level of experience and has well-documented procedures and processes in place
for ensuring compliance with federal requirements. For projects on the Interstate that are
delegated to the DOT&PF, FHWA’s oversight will be satisfied by conducting SSO methods
and activities. Therefore, both agencies will implement a risk-based approach to project-
level management that no longer uses the $1,000,000 threshold.

While DOT&PF will be responsible for approval of project level activities for low risk
projects, FHWA will maintain project level approval for High Profile projects. This risk-



based approach to project oversight will be conducted by selecting the projects that
traditionally pose a risk to the health of the FAHP.

Each year. after the Program Analyses and Risk Assessments are complete (around February),
DOT&PF’s Chief Engineer and FHWA s Field Operations Engineer will jointly determine
which projects are considered to be High Profile projects based on the criteria listed below.
The High Profile Project determination will be made by FHWA in conjunction with
DOT&PF at the regional level. The criteria include:

* Projects identified through Program Assessments (the likelihood and severity of
potential problems)

Controversial and Congressional Interest projects

Projects of National Focus

Innovative contracting method projects with federal funds
Invitational projects (invited by the DOT&PF)

Major Intelligent Transportation Systems (ITS) projects

Major Projects (>$500M)

Mini-major Projects ($100M - $500M)

Non-Traditional Revenue Sources projects

Special Experimental Projects — Alternative Contracting (SEP-14)
Special Experimental Projects — Public Private Partnerships (SEP-15)
Unusual Bridge and Structure projects

All Major Projects (>$500M) will automatically be selected as High Profile Projects.
Beyond that, the number of High Profile Projects is expected to be no greater than thirty
projects statewide at any point in time to provide a manageable workload for FHWA area
engineers.

All projects will be administered in accordance with the Project Responsibilities List
(Appendix B). The three types of projects include High Profile Projects, NHS Projects and
non-NHS Projects. FHWA and DOT&PF will have project level approval authorities as
indicated in Project Responsibilities List. DOT&PF and FHWA will maintain an open and
collaborative relationship in order to ensure timely and efficient delivery of all projects
within the FAHP.

Performance Indicators/Measures

Performance indicators/measures will be one of several tools used to assess the health of the
FAHP during the Strategic Planning Process. They will enable FHWA and DOT&PF to
monitor program performance and proactively implement corrective actions when needed.
Performance indicators/measures consist of a mixture of different types of measures designed
to monitor and track trends of the effectiveness (outcomes) and efficiency (outputs) of the
functional program areas and the overall FAHP. Data derived from these
indicators/measures will be used on an ongoing basis to monitor how well the various
program elements are functioning, including how efficiently the program is being delivered
and how well the program is complying with various requirements. The indicators/measures
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are to be used as a tool for FHWA and DOT&PF in jointly managing the FAHP. Changes in
the measurements over time will be tracked to determine the progress being made toward any
objectives, and whether adjustments are necessary to improve efficiency or reduce risk.
While these performance measures/indicators provide a point-in-time evaluation, they do not
generally reveal why the program is performing at the measured level.

The indicators/measures will also serve as input in conducting annual program analyses and
risk assessments and may give cause for program reviews or other program management
techniques such as project inspections and project document reviews.

Appendix C provides a comprehensive list of the performance indicators/measures, along
with the goal, report cycle, lead authority, and supporting justification for the
indicator/measure. It is important to note that the indicators/measures may evolve and
change over time; however, every effort will be made to achieve the original intent of the
indicator/measure. Additionally, other indicators/measures may be developed and used. All
changes to the indicators/measures will be agreed upon by both the FHWA and DOT&PF
and will not by themselves warrant a change to this Agreement. However, if other major
changes need to be made to the agreement, the latest list of measures will be placed in
Appendix C.

Quality Improvement Process

Each agency agrees to appoint a Quality Improvement Manager to meet on a quarterly basis
to discuss elements mainly related to the outcomes of the Strategic Planning Process,
Strategic Stewardship and Oversight Methods, and Performance Indicators and Measures.
Their main objectives are to 1) ensure that the SSO methods and performance
measures/indicators are effective and utilized by program and senior level managers, 2)
ensure that strategies are implemented that address systemic issues rather than activities that
attempt to fix symptoms, and 3) ensure that major changes to the Agreement are completed
in a timely manner. They will discuss the current and upcoming activities, review major
issues at the program or project level, and develop strategic approaches to improve the
overall processes and programs. The following is a general list of activities that will occur
during the quarterly meetings:

Report status on previous FY program review findings and recommendations
Ensure that previous reviews are closed out in a timely manner

Review status of Program reviews (required reviews and risk-based reviews) for the
current year

Share Program Review Work Plans

Review outcomes of Strategic Stewardship and Oversight Methods and Performance
Indicators and Measures

¢ Identify global FAHP issues
Develop strategies to address global issues and memorialize them through the Risk
Management Framework activities and DOT&PF’s Division Overviews
Ensure list of measures is kept current
Recommend for approval any major changes to the Agreement
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This will assist in monitoring the FAHP in a holistic manner rather than a stove-piped
approach. It will facilitate a systemic approach to identifying global issues, developing
response strategies, and ensuring that resources are effectively and efficiently utilized.

IMPROVEMENTS TO THE AGREEMENT

It is anticipated that during its implementation there will be instances when both agencies
agree that improvements can be made to the terms of this Agreement. As previously stated,
it is important to note that the indicators/measures may evolve and change over time;
however, every effort will be made to achieve the original intent of the indicator/measure.
All changes to the indicators/measures will be agreed upon by both the FHWA and
DOT&PF and will not by themselves warrant a change to this Agreement. However, if other
major changes need to be made to the agreement, the latest list of measures will be placed in
Appendix C.

In order to facilitate major changes, each agency’s Quality Improvement Manager will be the
principal contact for assuring that the Agreement is kept current, and will coordinate the
negotiation of any changes. They will make the final recommendations to the DOT&PF
Commissioner and the FHWA Division Administrator, who will have approval authority for
any such changes.

12



EXECUTION OF DOCUMENT

The FHWA and DOT&PF enter into this Agreement to carry out their respective
responsibilities with mutual cooperation and collaboration. This Agreement does not relieve
either party from accountability for compliance with federal laws and regulations of the
FAHP. Signatures on this Agreement by the FHWA and DOT&PF acknowledge delegation
of responsibilities for stewardship and oversight under the provisions of Section 106 of Title
23 USC.

Q é 2 /o1 ix.

Pat Kemp, Acting Commissioner Date
Alaska Department of Transportation
and Public Facilities

IL O NLun _(2/21 [it
DavidC. Miller, Division Administrator Date
Federal Highway Administration
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Appendix A: Program Responsibilities List (currently under separate file)
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Appendix D: List of Acronyms

ADA
BMS
CE
CFR
CMAQ
DBE
DEIS
DOT
EA
EEO
EIS
EPA
ER
FAHP
FAPG
FEIS
FHWA
FIRE
FTA
GARVEE
HBP
HPMS
ITS
LTAP
METS
MOU
MPO
MTP
NBIS
NEPA
NHS
OoJT
OMB
OTS
OwWP
PD&E
PIF
PMS
PS&E
ROW
SAFETEA-LU

Americans with Disabilities Act of 1990
Bridge Management System

Categorical Exclusion

Code of Federal Regulations

Congestion Mitigation and Air Quality Improvement Program
Disadvantaged Business Enterprise

Draft Environmental Impact Statement
Department of Transportation
Environmental Assessment

Equal Employment Opportunity
Environmental Impact Statement
Environmental Protection Agency
Emergency Relief

Federal-aid Highway Program

Federal-aid Policy Guide

Final Environmental Impact Statement
Federal Highway Administration
Financial Integrity Review and Evaluation Program
Federal Transit Administration

Grant Anticipation Revenue Vehicle
Highway Bridge Program

Highway Performance Monitoring System
Intelligent Transportation Systems

Local Technical Assistance Program
Materials Engineering and Testing Services
Memorandum of Understanding
Metropolitan Planning Organization
Metropolitan Transportation Plan
National Bridge Inspection Standards
National Environmental Policy Act
National Highway System

On-the-Job Training

Office of Management and Budget

Office of Traffic Safety

Overall Work Program

Project Development and Environment
Public Interest Finding

Pavement Management System

Plans, Specifications and Estimate
Right-of-Way

The Safe, Accountable, Flexible, Efficient, Transportation Equity Act: A
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Legacy for Users

SEP Special Experimental Project

SHSP Strategic Highway Safety Plan

SPR State Planning and Research

SSO Strategic Stewardship and Oversight

STIP Statewide Transportation Improvement Plan

TEA-21 Transportation Equity Act for the 21% Century

TIFIA Transportation Infrastructure Finance & Innovation Act

TIP Transportation Improvement Plan

T™MA Transportation Management Area

TMP Transportation Management Plan

TSI Transportation System Information

UA Uniform Relocation Assistance and Real Property Acquisition Policies Act of
1970, as amended

USC United States Code
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