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ISTEA REAUTHORIZATION: INTERSTATE
MAINTENANCE, NATIONAL HIGHWAY SYS-
TEM, BRIDGE, AND REIMBURSEMENT PRO-
GRAMS

WEDNESDAY, JUNE 5,.1998

U.S. HousE OF REPRESENTATIVES,
SUBCOMMITTEE ON SURFACE TRANSPORTATION,

COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Wa8hington, DC.

The subcommittee met, pursuant to recess, at 9:31 a.m. in room
2167, Rayburn House Office Building, Hon. Thomas E. Petri (chair-
man of the subcommittee) presiding.

Mr. PETRI. The subcommittee will come to order.
This morning we continue our series of hearings on the reauthor-

ization of ISTEA and turn our attention to several of the core pro-
grams which make up our Federal Highway Program.

Specifically, we will review the interstate maintenance program,
the national highway system program, the bridge program, and the
interstate reimbursement program.

We will examine the status and needs of the various systems
which these individual programs support, the eligibility, transfer-
ability, and other requirements unique to each program, and how
these programs-if continued in the reauthorization bill--can be
improved in the future.

Both the interstate maintenance and bridge programs have been
in existence for many years, and were not substantially revised in
the ISTEA.

We are currently celebrating the 40th anniversary of the Inter-
state System and the construction of the interstates is virtually
complete. In fact, the interstate construction program funding ex-
pired last year. However, it is important to recognize that there are
still substantial maintenance needs on this premier system of
roads.

According to the Department of Transportation, almost 32 per-
cent of the interstate pavement was in poor or mediocre condition
in 1993. ISTEA has provided close to $3 billion each year for the
maintenance and preservation of our previous investment into the
interstates.

Today we will examine our continuing needs and whether a sepa-
rate program should be maintained in the future, or whether, just
as the interstate is a subset of the national highway system, this
program should be merged with the national highway system pro-
gram.



The other long-established program we will look at today is the
bridge program, which under ISTEA has provided over $2.5 billion
annually to replace or rehabilitate bridges located on any public
roads.

It is true that many of our Nation's bridges are in poor condition.
For example, 24 percent of the bridges on the interstate are defi-
cient, while 28 percent of the "collector" system bridges are defi-
cient.

The good news is that we are making progress, with the percent
of deficient bridges decreasing from 28.6 percent in 1990 to 24.2
percent in 1994.

While most are highly supportive of third program, this morning
we will also hear testimony regarding improvements that could be
made in the effectiveness and focus of this program.

The other two programs we'll review this morning were newly
created in ISTEA. I believe we're all familiar with the national
highway system program and the basis for designating such a net-
work of roads and establishing a dedicated source of funding for
the system.

The reimbursement program, which went into effect only this
year, became a part of ISTEA very late in the process back in 1991.
The program was developed to provide $2 billion per year to reim-
burse States for the cost of segments of roads previously built by
the States that were incorporated into the Interstate System back
in 1956.

I want to note that in later hearings we'll review the two other
major highway programs, the surface transportation program and
the congestion mitigation and air quality program.

It's no exaggeration to say that we have one of the most distin-
guished lineups of witnesses that has appeared before this sub-
committee.

We first want to welcome Federal Highway Administrator Rod-
neySlater.

Mr. SLATER. Thank you, Mr. Chairman.
Mr. PETRI. Who, although he accompanied Secretary Pefia last

month, is making his first official appearance as a witness at these
reauthorization hearings.

We're always pleased to see Administrator Slater, and we cer-
tainly appreciate the dedication and spirit with which you carry
out your duties as the highway administrator.

Next well hear from a panel of representatives from various
State Departments of Transportation. They are the people who are
primarily responsible for carrying out and implementing at the
ground level the Federal program that we devise here in washing-
ton. It's always helpful-in fact, it's necessary-to learn the per-
spective of the States in assessing our programs and where im-
provements can be made if they are going to be effective.

In a departure from the usual, we'll then hear from a panel of
former Federal Highway Administration and State Transportation
Department officials. I, for one, believe the experience of these pro-
fessionals and the lessons they have learned during their tenures
in their respective organizations enable them to give a frank and
well-rounded assessment of the successes of our program today and
where we should be headed in the future.



I know that Mr. Rahall will want to recognize the Appalachian
Regional Commission chairman and the West Virginia Highway
commissioner.

Before yielding to him, I want to also welcome our remaining
witnesses, inclu ing two from the State of Wisconsin, who rep-
resent various transportation interests and whose testimony is
greatly appreciated by the subcommittee.

I now yield to the ranking democrat of the subcommittee, Nick
Rahall.

Mr. RAHALL. Thank you, Mr. Chairman.
Mr. Chairman, the hearings we've had thus far on ISTEA reau-

thorization have been very informative, but today I think we're fi-
nally getting into the meat and potato issues of the Federal aid
highway program.

The national highway system is the backbone of our Nation's sur-
face transportation system. Of course, the interstates are a very
important element in that system. However, in States like my own
of West Virginia, of almost equal importance is the Appalachian de-
velopment highway system. With mileage in all of the 13 Appalach-
ian regional States, about 72 percent of the designated 3,025-mile
system has been completed--completed, I might add, through ap-
propriations from the general fund of the Treasury, not the high-
way trust fund.

The enactment of the national highway system bill last year rep-
resented a fundamental shift in how these Appalachian highways
are viewed. All but a very few miles of the Appalachian develop-
ment highway system were included in the NHS. This is in testi-
mony of their importance not just to a single region of our country,
but to Nation, as a whole.

Forging their way through the hills and hollows of Appalachia,
these highways are the lifeblood of many regions, making them ac-
cessible to the rest of the country. In short, they are the economic
salvation of these areas.

However, the system is not yet complete. While the inclusion of
these highways in the NHS is a start, I believe that we must fully
incorporate the Appalachian development highway system into the
highway trust fund spending regime.

Toward that end, I look forward to working with the members
of this subcommittee in fashioning appropriate provision during
our reauthorization of ISTEA.

I commend the excellent panel that we have-several panels that
we have that will be presenting testimony today. I also join in wel-
coming our highway administrator, Mr. Rodney Slater. He has
traveled our Nation's highways and by-ways, including in southern
West Virginia. He has a true grasp of the highway needs of this
county, and I commend the leaders hipthat he has brought to the
Federal Highway Administration by his hands-on involvement in
these many issues.

I know we have many other distinguished panelists today, and
Il be introducing at the appropriate time, our Secretary of Trans-
portation from my home State of West Virginia, Mr. Fred VanKirk.

Thank you, Mr. Chairman.
Mr. PETR. Thank you.
Any other opening statements? Mr. Hutchinson?



Mr. HUTCHINSON. Mr. Chairman, I don't have an opening state-
ment, but I always like to take the opportunity to welcome my fel-
low Arkansan, Rodney Slater, our administrator of Federa High-
way Administration, to be here and to be with us. I'm looking for-
ward to readin and to hearing his testimony regarding not only
the NHS and tie bridge program but the interstate maintenance
program.

IkJnow Rodney, fortunately, has driven 1-40 from Little Rock to
Fort Smith many times and seen all those orange barrels out there,
and the importance of this program.

We appreciate the good job you're doing and the good job you're
doing representing our State, as well.

Mr. SLATER. Thank you.
Mr. PETRI. Mr. Filner.
Mr. FILNER. Thank you, Mr. Chairman, and thank you for hold-

ing these hearings on the reauthorization of ISTEA.
Mr. Slater, welcome.
Mr. SLATER. Thank you, sir.
Mr. FILNER. And welcome to the others. It's good to have you

here.
Your continued presence at these hearings I think demonstrates

this Administration's commitment to ensuring America's transpor-
tation future.

As we discuss innovative financing for our Nation's infrastruc-
ture, I want to just let you know about a bill that Senator Boxer
and I are introducing today, which I think has that kind of innova-
tive financing that we're all searching for.

With the passage of NAFTA, our country is now taking in in-
creased duties, merchandise fees, and revenues from other com-
merce-related activities. Our proposal that we introduce today
would direct those funds collected as a result of our increased trade
to be reinvested into the very roads, bridges, railways, harbors, and
airports that support that trade.

The bill would provide critical Federal funding for border im-
provements without affecting Federal highway assistance to Cali-
fornia and other border States. It will keep our border cities and
States from having to absorb the cost of building the roads, bridges,
railroads, and highways needed to implement Federal trade policy.

The Federal Government must make infrastructure improvement
priority for cities and States affected by the Nation's new trade
policy.

Inherent in the passage of NAFTA, I believe, was a commitment
to build, repair, and maintain the physical infrastructure needed to
implement the agreement.

We've talked before about State Route 905 in California, what we
call the "jobs train," and our bill will make sure that the Federal
Government meets this commitment.

I invite the Administration, Mr. Slater, to review this legislation.
We've talked about a border infrastructure fund before. There was
fear that money for border infrastructure would be taken from
other States or other needs. This legislation I think builds on that
nexus between the increase in trade and increase in fees that re-
sult from that trade with the infrastructure needed to maintain
that trade.



I look forward to your testimony and hope that the Administra-
tion and others will support this legislation.

Thank you, Mr. Chairman.
Mr. PETR. Thank you. Are there any other opening statements?
[No response.]
Mr. PEmRi. Statements by the chairman of the full committee,

Mr. Shuster, and the ranking member, Mr. Oberstar, will be made
a part of this record.

We look forward to your statement, Mr. Slater. Thank you for
being here.

TESTIMONY OF RODNEY E. SLATER, ADMINISTRATOR, FED-
ERAL HIGHWAY ADMINISTRATION, U.S. DEPARTMENT OF
TRANSPORTATION
Mr. SLATER. Thank you, Mr. Chairman.
Mr. Chairman, members of the committee and the subcommittee,

as well, it is my distinct honor and pleasure to have this oppor-
tunity to testify before you today on the status of several key pro-
grams funded under the Intermodal Surface Transportation Effi-
ciency Act of 1991.

This occasion offers me an opportunity to tell you how these pro-
grams are working and how they have worked well in many ways,
but also to identify areas where we should and where we can do
more.

In honoring President Clinton's pledge to rebuild America, we
are committed, as a department represented by Secretary Pefia, to
leading our national transportation program into the next century,
advancing surface transportation programs that invest in the fu-
ture, bringing innovation to transportation infrastructure invest-
ment, and the movement forth of projects of vital importance to our
economy, and also enhancing our Nation's competitiveness in the
global economy.

Before I turn to the specifics of ISTEA, Mr. Chairman, I'd like
to do as you have done already, and that is to note the significance
of another important transportation milestone.

This month does mark the 40th anniversary of another landmark
transportation measure, the Federal Aid Highway Act of 1956 that
created the highway trust fund and that provided the first signifi-
cant Federal funding for the construction of the Interstate System.
This legislation was truly a bipartisan effort between a republican
President, Dwight David Eisenhower, and a democratic-led Con-
gress.

In his memoir, President Eisenhower explained that the con-
struction of the Interstate System was one of the most important
domestic programs of his presidency. He stated, '"More than any
single action by Government since the end of the war, this one
would change the face of America. Its impact on the American
economy, the jobs it would produce in manufacturing and construc-
tion, the rural areas it would open up, was beyond calculation."

Later this month we will, as a Department, commemorate the
monumental contributions of the Interstate System to our Nation
and its people with an extensive outreach tour-again hitting the
road to see first-hand the importance of this system to the citizens
of our great Nation.



Our journey will start in San Francisco, the final destination of
the U.S. Army's 1919 Transcontinental Motor Convoy in which a
young soldier, Dwight Eisenhower, volunteered to participate to as-
sess the capabilities of U.S. routes to serve military needs.

On the way east, we will be meeting with citizens and State and
local elected officials to listen to and to learn from the people who
maintain, who use, who construct, and who take full advantage of
our transportation systems.

We will complete the trip here in Washington, D.C., where I,
along -with other representatives of the Department, will partici-
pate in a special Interstate System anniversary celebration on the
ellipse, the starting point of the 1919 convoy.

I believe that Members of Congress and members of this commit-
tee, in particular, in short order will receive their invitations to at-
tend this most important culminating event, and I look forward to
seeing all of you there.

Now to turn to the ISTEA programs.
First, the national highway system: since the start of the inter-

state era, our population has grown and shifted, our economy has
changed, and our needs as a Nation have evolved.

To meet these needs and to extend the benefits of the nearly
43,000-mile Interstate System to areas not directly served by it-
the Appalachian region and others across the country, Congress-
man Rahall and other members of the committee-the national
highway system was developed.

Just as the Interstate System has united the various parts of our
Nation like never before, the national highway system is the cor-
nerstone and will serve as the backbone of our surface transpor-
tation system for the next century.

Rather than another construction project, however, the national
highway system is a strategic tool for targeting our scarce Federal
resources to the Nation's most important routes, including the
Interstate System, and thereby improving safety, efficiency, and re-
liability-all of these as relates to our transportation system.

Nowhere are economic benefits from highway investment poten-
tially higher than on the NHS. For example, because counties con-
taining NHS routes also include 99 percent of all of the jobs in this
country, NHS investments provide virtually every American worker
with improved access to work and nearly every employer with
more-reliable and affordable routes for transporting goods to local,
regional, national, and, yes, international markets, as well.

Fostering intermodal connectivity is also one of the core functions
of the NHS, because only an integrated and intermodal transpor-
tation system can support economic growth, increase our competi-
tiveness in a vastly expanding international market, and enhance
the personal mobility of all American citizens.

Therefore, I am pleased that the Department's recent submission
of the proposed intermodal connectors' route, if approved by Con-
gress, would add over 1,200 more connecting routes to link key
highways with major passenger and freight terminals of all trans-
portation modes.

Americans are dependent upon all modes of transportation for
personal and business travel and for the shipment of freight. In
identifying connections between highways and other transportation



modes, we have taken a very important step in achieving the vision
of ISTEA--that the Nation's transportation system function as a
unified and inter-connected system and in a unified and inter-con-
nected manner. We simply cannot settle for anything less.

Moving on to two other very important programs, the STP pro-
gram and the CMAQ programs, programs that I know you will
have individual hearings on later on, but let me just mention a cou-
ple of things about them.

Along with intermodalism, another fundamental tenet of ISTEA
is flexibility. Two ISTEA programs that have been ver successful
in empowering transportation planners and State and local deci-
sion-makers to determine their own transportation needs and to
identify the most appropriate solutions are the surface transpor-
tation program and the congestion mitigation and air quality im-
provement program.

These flexible funding programs, together with transit urbanized
area formula funds, give local decision-makers enhanced flexibility
to pursue important transportation initiatives that best meet lo-
cally-determined goals and objectives for mobility, economic oppor-
tunity, and environmental quality.

Moving on to the highway bridge program, as has been noted
earlier, this is another fundamental and essential link in our sur-
face transportation system and a very important program over
which the Federal Government has considerable stewardship re-
sponsibility, working in partnership with our State and local part-
ners.

To help ensure the integrity of our current highway bridge infra-
structure, the Federal Highway Administration established a na-
tional bridge inspection standards initiative for the regular and
thorough inspection of highway bridges, and I'm pleased to note
that because of this program we have had very few incidents where
bridges have collapsed without any warning or expectation on our
part. As a matter of fact, most of the problems of late have resulted
from severe flooding or earthquakes-some kind of natural disas-
ter.

We also provide dedicated Federal funding through the highway
bridge replacement and rehabilitation program to replace and reha-
bilitate deficient highway bridges.

The aim of the ridge inspection standards initiative and pro-
gram is to locate, evaluate, inventory, and address existing bridge
deficiencies. The bridge inventory contains information on over
576,000 of our Nation's highway bridges and is used to identify de-
ficient bridges in each State which are eligible then for bridge
funding.

The bridge rehabilitation program is, therefore, a needs-based
program, and funds are allocated to States annually based on

square footage of deficient bridges in each State in accordance with
statutory allocation formula.

The bridge program is an extremely successful one, as I've noted,
and over 43,000 deficient highway bridges have been replaced or

rehabilitated with these Federal bridge funds.
We are fighting an uphill battle, however, because the overall

age of our bridges continues to increase and we have to really work



to keep up with the problems that we see as we move forward and
as those bridges continue to age.

To help address these needs, FHWA continues to advocate the
voluntary use of comprehensive bridge management systems to
simplify the process of selecting the most effective methods for ad-
dressing ever-increasing bridge needs within existing budgetary
constraints.

I'm pleased to note that even though the NHS Act that was
passed last year and signed by the President, even though it makes
voluntary the bridge management systems program, most States
have committed and volunteered to actually move forward with the
implementation of those programs.

Interstate maintenance, another issue of importance: recognizing
the need to maintain the massive Federal investment in our Inter-
state System, a system that cost about $130 billion to construct.

Congress first authorized funding for the interstate 3-R pro-
gram-resurfacing, restoration, and rehabilitation-a predecessor
to today's interstate maintenance program, in the Federal Aid
Highway Act of 1976. Projects eligible for funding under the cur-
rent interstate maintenance program include the resurfacing, res-
toration, and rehabilitation of interstate routes and the construc-
tion of high-occupancy vehicle lanes and auxiliary lanes. Additional
single-occupancy vehicle lanes and other capacity improvements
are not-and I underscore-are not eligible for interstate mainte-
nance funds but can be financed through NHS funds.

Turning now to reauthorization and coming to a close as it re-
lates to my opening remarks, I'd like to note that we are working
diligently as we prepare for reauthorization to build on our suc-
cesses. We look to the next reauthorization period as an oppor-
tunity to build on successes. We seek to learn from our experiences
and to build on our past successes.

The ISTEA programs I've outlined above have worked well.
America is the most mobile society in the world, as you have noted,
Mr. Chairman, in your opening remarks. Our surface transpor-
tation system has become safer, cleaner, and more energy efficient
over the years.

Today far less air pollution is emitted from vehicles using our
highways than 25 years ago. The percentage of deficient bridges
has decreased since 1990. ISTEA's flexible funding and transpor-
tation planning provisions have empowered States and metropoli-
tan areas to identify for themselves transportation improvements
that best serve their own communities, with flexible Federal funds
and resources now providing a greater range of choices than ever
before.

We have made great gains in safety with the Interstate System
as the safest system in the world.

We recognize, however, that, despite record levels of transpor-
tation investment under ISTEA, significant investment is still
needed to meet current demand. The resulting shortage of capacity
has led to increased congestion and threatens to erode the safety
and mobility gains that we have made in recent years; therefore,
it is important that we remain eternally vigilant in dealing with
the transportation needs of our country.



All of us at the Department of Transportation understand the
need for overall investment in transportation, including Federal
funding. In fact, average annual Federal transportation infrastruc-
ture investment over the past 3 years has been more than 10 per-
cent higher than it was in fiscal year 1993, and the President's fis-
cal year 1997 budget proposes $19.5 billion in new highway invest-
ment, $1.5 billion more than fiscal year 1993.

But we also recognize that bipartisan effort is necessary to elimi-
nate the Federal deficit and also to respond to the transportation
infrastructure challenges we face, and therefore we appreciate this
opportunity to appear before this committee, along with the others
who will follow us during the course of today's hearing, to respond
to and to discuss the important transportation challenges before us.

The NHS represents a superb model for strategic infrastructure
investment. NHS routes are very important. They will allow us the
opportunity to experiment with the deployment of ITS technologies
and other technologies and will serve as another way of bringing
about optimal returns through the use of innovative financing tech-
niques, along with the implementation of our State infrastructure
bank initiative.

In crafting our next reauthorization bill, therefore, we must con-
tinue to remain true to our rich legacy. The Federal Aid Road Act
of 1916 laid the groundwork for an immensely successful Federal/
State partnership, one that has evolved and grown over the dec-
ades, and this reauthorization provides us another great oppor-
tunity to build upon that initiative, much like the interstate legis-
lation of 1956 provided us that opportunity.

Let me close with this statement by President Clinton which un-
derscores the significance of all of my remarks thus far. In recently
speaking about the importance of the Interstate System, he noted
that it has literally brought all Americans closer together. We are
connected city-by-city, town-by-town, family-to-family as we had
never been before.

This law did more to bring Americans together than any other
law of this century. ISTEA also provides us an opportunity, as we

reauthorize it, to continue to bring America together in our pursuit
to create a more perfect union.

Thank you for your attention, and I look forward to responding
to any questions you may have.

Mr. PETRI. Thank you very much for your testimony.
Mr. Rahall, would you like to start of?.
Mr. RAHALL. Thank you, Mr. Chairman.
Thank you, Mr. Administrator, for your excellent testimony this

morning.
You may recall, Rodney, it was approximately 2 years ago, al-

most this very day, that you were in southern West Virginia.
Mr. SLATER. I remember that.
Mr. RAHALL. You were touring our Route 52.
Mr. SLATER. Right.
Mr. RAHALL. YOu were riding a coal truck that particular day

down a stretch of the road. I'm not sure it was as quite as short

a trip as you had ho ed it would be, but we were very delighted
to have you visit at hat time, and I thought I'd just give you an

update of that particular stretch of highway today.



On April 22nd, just a few weeks ago, Secretary of Transportation
Van Kirk, Governor Caperton, and I broke ground on that particu-
lar stretch of highway to upgrade it to a four-lane section, and it's
because of your assistance and your help and the help of ISTEA,
of course, that we're doing that, and so I wanted to give you that
update this morning.

Mr. SLATER. Thank you. I will say that I would probably like
riding on that roadway longer in the future because of this im-
provement because, as I recall, when two trucks passed their mir-
rors almost collided, and it was quite a dramatic demonstration of
the need for this improvement that you've just noted, so I commend
your very fine leadership, that of the Governor, and Secretary
VanKirk in dealing with this issue.

Mr. RAHALL. We thank you, as well. And on that particular day
they were coal trucks, but sometimes it's a coal truck and a school
bus that come close to colliding with one another.

Let me ask you, Rodney, the first question by, of course, com-
mending your testimony. Do you believe that in the national high-
way system reauthorization that we should be considering the
change in the reapportionment formulas? Do you think they need
to be replaced?

Mr. SLATER. Well, it's clearly a-
Mr. RAHALL. Or modified, maybe.
Mr. SLATER. Well, it's clearly a legitimate issue for consideration.

There was significant give and take on that issue during the
ISTEA authorization, and it is also an issue of importance.

We intend to play a positive role in working through that issue
with Members of Congress and with the States who are very inter-
ested in it, so I think that it's probably time to look at the factors
that go into making up the formula.

As I noted in my remarks, since the Interstate System was laid
out, the economy of the country has grown significantly, especially
in parts of the country that did not have quite the diversity in the
economies of those areas at the time that the Interstate System
was laid out. I'm speaking specifically of certain portions of the
midwest, and also the southeast, in particular.

Also now we have, as Congressman Filner noted, significantly
more activity along the borders, and I am looking forward to re-
viewing the legislation or the bill that you and Senator Boxer have
submitted.

So I would say that clearly this is an appropriate issue for con-
sideration during reauthorization and we'll try to be a good partner
in that process.

Mr. RAHALL. Let me ask you one last question. In the great sys-
tem that we have in this country, a union of States that are linked
together by highways of an interstate nature, do you believe that
a system could exist without having a donor and donee States rela-
tionship?

Mr. SLATER. Let me just say that I don't think that we could
have constructed the system that we have constructed without the
kind of system in place that we've had in the past, which took into
account considerations that clearly were beyond the interest solely
of a given State within its borders.



I do think that our system is a united system because we had
some donor/donee relationships in the past.

But even as you look at the NHS that is 95 percent complete as
roadways, themselves, are concerned, in the future I think that
that is a proper question for reevaluation.

The formula still may result in some donor/donee relationship,
but it should be based on current factors, as well as a focus on the
future needs of our transportation system.

To the degree that those are the driving forces for the creation
of the new formula, then I think the interests of the Nation will
be served as well as the individual interests of the individual
States.

Mr. RAHALL. Thank you. Thank you, Mr. Chairman.
Mr. PETRI. Mr. Bateman, do you have any questions?
Mr. BATEMAN. No, Mr. Chairman.
Mr. PETRI. Ms. Johnson, any questions?
Ms. JOHNSON. Not at this time, Mr. Chairman.
Mr. PETRI. Mr. Kim?
Mr. Kim. Yes, sir. Thank you, Mr. Chairman.
Mr. Slater, I have three questions. I'd like to ask all three ques-

tions at once, and then you can come back to me one by one.
Mr. SLATER. Yes, sir.
Mr. KIM. First question is, you mentioned how important this

ISTEA program is and how successful it is, but why did your Ad-
ministration submit such a huge budget cut on highway program?
Let me get specific.

For 1998 you've got 23 percent reduction until year 2000. Alto-
gether, your Administration proposed 36 percent reduction in high-
way programs.

Isn't that kind of contradicting, or is that some kind of hypocrisy
here?

You mentionedjow important this program is, yet you're propos-
ing huge reducti0fi. That's my first question.

Second question is: American people are paying $0.186 per gallon
of gas tax right now, but you know that only $0.10 goes to highway
trust fund. The remaining $0.086 goes to other programs such as
leaking underground storage tank programs, congestion manage-
ment, mass transit, and social programs.

It's getting worse each year. For that reason, my second question:
why?

My third question is: you've been gutting this highway trust fund
money the last 2 years, so Congress has passed legislation last year
to try to place all the highway trust fund off budget so we can see
it better. It will give us better accountability and, not only that,
you cannot gut the highway trust fund any more by placing this
highway trust fund off-budget.

Your Administration vigorously opposed that concept so you can
continue gutting this highway trust fund.

I'd like to ask you to answer those three questions, please.
Mr. SLATER. Okay.
First of all, let me just repeat that over the years the ability to

deal with transportation infrastructure needs has required a bipar-
tisan effort, and, fortunately, over the years it has received that



kind of support from both sides of the aisle, from the Congress and
the Administration.

As we deal with the budget situation of the country currently,
what the leadership of the Congress and the leadership of the Ex-
ecutive Branch through the President, what they're grappling with
is a need to balance our overall national budget.

I am pleased that I work for a President who has cut the deficit
in half over the last 3 years and has committed to balancing the
budget by the year 2002, along with the leadership of the Congress.

In order to do that-
Mr. KiM. Sir, do you think the gas tax is a user fee instead of

actually a tax? Isn't that money supposed to be used for the users,
including highways?

Mr. SLATER. That is an issue that is worthy of debate. I think
also an argument can be made that a lot of general funds are also
used for transportation purposes, as well.

But the point that I'm trying to make in responding to your first
question is to say that this Administration has taken seriously the
call from the public and the responsibility of leadership to balance
the Nation's books, to balance our budget.

Even though there has been that commitment that has resulted
in a cutting of the deficit in half over the last 3 years, based on
the 1993 budget passed by the Administration, there has also, over
the last 3 years, been an increase-an 11 percent increase in high-
way infrastructure investment, as well as a 10 percent increase in
overall transportation infrastructure investment.

All of that is a part of an initiative to balance the competing in-
terests of our Nation, recognizing that an investment in transpor-
tation is very, very critical to our economy and to our quality of
life, but also recognizing that we have to be committed to balancing
the overall budget of the Nation, as well.

Then the final point I want to make is that, even though these
plans for balancing the budget have been offered both by the Con-
gress and by the Administration, both resulting in a significant re-
duction in transportation infrastructure investment over the out
years, we still have to go through the appropriations process.

I know that a lot of people will be making their case for contin-
ued increase or a maintenance of or a sustained investment in
transportation infrastructure. That will be the give and take that
will result as we go forward.

Ultimately, we'll just have to see how transportation ranks along
with all of the other priorities of the country, as argued by the Ad-
ministration and as argued by the Congress.

So that's the way I would respond to the first question.
The second question deals with, in some way, some of the ele-

ments of the first question, and that is: how do we divvy up those
resources that are brought into the trust fund and then some that
go into the general fund that result from the levy of motor fuel
taxes of a number of kinds?

Well, first of all, I'm pleased that this Administration has
brought $0.025 back into the trust fund-that was done this year-
so that we can continue the significant investment in traispor-
tation infrastructure that I mentioned up to this point.

Mr. Kim. How much?



Mr. SLATER. Pardon?
Mr. KiM. A half cent?
Mr. SLATER. Two and a half cents. You'll recall, I believe, in 1990

that the gas tax was increased by $0.05, with $0.025 going to the
general fund for deficit reduction and $0.025 going into the high-
way trust fund, and then the transit account receiving a portion of
that, as well.

Well, this year we have brought back into the highway trust fund
and to the two accounts the $0.025 that was put into the general
fund in 1990.

We do still have, though, $0.043 that continues to go into the
general fund, and I know that there is an effort afoot in the Con-
gress to repeal that, at least temporarily, and then to deal with an
outright repeal with the next budget cycle.

The President has noted a willingness to deal with that as the
Congress continues to deal with the issue of the Minimum Wage
Act, so I think that that issue is on the table and will be resolved,
one way or the other, over time.

Also, as it relates to the question of taking the highway trust
fund off budget, the only thing I'd note there is that we've got a
number of trust funds. The highway trust fund I think is only one
of more than 100. Clearly, when it comes to bringing the books of
the Nation to some semblance of order where we deal with all of
the red ink, you have to look at all of the resources that are at your
disposal as a Government.

What the Administration has said is that until we deal with this
issue of bringing the deficit in line, we should keep all of the trust
funds on budget and make the kinds of priority judgments that you
have to make as you're dealing with the overall financial well-being
of the Nation.

So I stand behind those commitments as a member of the Admin-
istration, but I will say that we will continue, as a Department, to
make the case for transportation infrastructure investment.

I recall that in 1993, as the 1993 budget of the Administration
was being put together, there was initially a proposal that the
transportation budget be cut by some $6 billion over a period of
years.

Because of the case that was made by the Secretary and because
of the President's sensitivity to the importance to rebuild America
and the commitment that he had made, as I've noted, we ended up,
over the last 3 years, having a 10 percent overall increase in trans-
portation infrastructure investment, with an 11 percent increase in
highways, alone.

Mr. PETRI. Mr. Filner?
Mr. FILNER. No questions. I just look forward to working with

you, and I know Mr. Kim also, in spite of some of the critical na-
ture of those questions, wants to work very closely on the border
infrastructure improvements, and we look forward to working with
you.

Mr. SLATER. Yes, sir. I understand that sentiment, as well.
Thank you, sir.

Mr. FILNER. Thank you.



Mr. PETRI. I had one or two questions, and then we could have
another round if there are any further questions anyone wanted to
ask.

I guess this is sort of a "working together on scheduling" ues-
tion. We're eager to begin getting the recommendations from ed-
eral Highway Administration for the Transportation Department
for any changes in the program or the wa the program should look
as we go forward. We'd like to have kind of a draft that we could
circulate among the community before the end of this year and try
to get it in rough shape for introduction early in the next Congress.

Mr. SLATER. Yes.
Mr. PETRI. With that time table in mind, it would be helpful for

us to get-even if we don't get a whole, complete thing, if we could
get as much as possible and then keep on moving forward, we'd be
eager to do that if you think it could be done.

Mr. SLATER. That schedule that you've outlined is pretty much
consistent with our own. We are now engaged in an ISTEA out-
reach effort. We've held two meetings thus far, one in Philadelphia
and one in Chicago. They are subject oriented, and I believe we've
got ten more to go, but the objective is to complete that outreach
effort in about two to three months and then to formulate a pro-
posal, and that then can be shared at a time certain. We'll have
to coordinate that with the Secretary's wishes at the time, with the
intent of going forward with the bill early next year.

The schedule is pretty much the same as ours.
Mr. PETRI. Good. Just one or two other questions.
If you could, identify for us any areas of the current program

where you think there are problems where we should definitely be
looking at to try to make them more user friendly or, in fact, make
them effective. Could you highlight any areas that come to your
mind that we should be definitely taking an especially hard look
at?

Mr. SLATER. Sure. Clearly the planning provisions-and let me
just say that I think on many of these issues that I'm going to note,
that we've been able administratively to improve the application
implementation of those programs, but I'm thinking specifically of
the greater emphasis on planning and involvement of the public, as
well as metropolitan planning organizations and the States in-
volved in that process.

We've seen considerable improvement in that effort over the last
few years. We are continuing to outreach on that.

There are questions being raised about the makeup and maybe
the voting equity on the MPOs, those kinds of issues that I'm sure
you'll hear more and more about.

You get questions regarding enhancement programs and how you
can make those less cumbersome, because even though they are
significant projects in the eyes of the public, many State DOTs
have said that a lot of times it costs as much administrative time
and effort to move a $100,000, $200,000, or $500,000 project as it
does to move bigger projects that deal with construction and the
like, so we've tried to work with them administratively to improve
that.

We are hearing more and more from larger cities that they would
like a stronger role in the planning process that goes beyond just
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representation on the MPO, and we're working to try to get greater
clarity on those requests. That's something that I know that we
will specifically bring to the attention of the committee as we move
forward.

Many of the other issues we've sort of dealt with in our testi-
mony this morning--questions regarding the border and many of
the States arguing that those needs involve our ability to deal with
the national interest of competing in the global economy; therefore,
it should not be the sole burden of the cities and the local commu-
nities to deal with those infrastructure needs.

There are many questions about whether we should fund high-
priority trade corridors-I know Highway 69 and then 1-35 are

mentioned a lot as NAFTA corridors-and those kinds of issues.
But generally those are the kinds of concerns that are raised to

us, but clearly we want to continue to make ourselves available
through the ISTEA outreach sessions and also through some of the
listening sessions that FHWA is-that we're planning, as well, to
get the kind of feedback that will allow us to be more specific in
dealing with those questions as we go forward.

But those are generally some of the issues that have come forth.
Mr. PETRI. Thank you. I have a series of questions which, if it's

all right, I'd just submit for written response.
Mr. SLATER. Sure.
[The questions and answers thereto follow:]
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Questions for the Record
ISTEA Reauthorization Hearing on
Maintaining Adequate Infrastructure:

The Interstate Maintenance, National Highway System,
Bridge and Reimbursement Programs

June 5, 1996

Question 1: In your testimony you spend a lot of time discussing the successes and
accomplishments of these ISTEA programs. Where do you believe these programs have come up
short and need to be improved?

Answer. We are now in the process of identifying areas that need to be improved. This is being
done chiefly through the outreach and focus group sessions we are holding throughout the
Nation. We will be evaluating the feedback we receive from our partners at these sessions, and
then we will be able to identify specific actions that can be taken, either administratively or
legislatively, to improve the program.

Question 2: Do you believe there should be any Federal requirement on the States to maintain
the Interstate System at a certain level of repair? Should such a requirement be structured in the

same manner as the current requirement which is backed up with a ten percent penalty in reduced
highway funds?

Answer: The primary goal of a requirement for maintenance of a federally funded project is to

assure that the highway facility continues to provide safe and dependable service to the public. A
maintenance requirement has been an underlying principle of our law for over 80 years, ever since

the adoption of Section 7 of the Federal-aid Road Act of 1916. States have recognized the
importance of maintaining what they have built. For example, even though current highway law
allows the States to unconditionally transfer up to 20 percent of their Interstate Maintenance
program (IM) apportionment to their National Highway System (NHS) or Surface Transportation

Program (STP) apportionments (any or all of the remaining 80 percent could be transferred with

sufficient justification), transfers of IM funds by all States from FY 1992 to FY 1995 amounted to

only 8 percent of total IM apportionments.

Still this issue bears reexamination. In the context of our reauthorization discussions and as part
of the Federal Government-wide effort to move toward results-based measures, we are examining
ways of ensuring that the substantial Federal investment in our highway system over the past
several decades is well maintained.

Question 3: The bridge program formula has been criticized for a number of reasons. Have you

taken a look at the bridge program and how it could be improved? Since this program is based on

need, does it make sense to allow a State to transfer up to 50 percent of its bridge funds to other

programs?
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Answer: The Department/FHWA has evaluated the Highway Bridge Replacement and
Rehabilitation Program (HBRRP) and considered various options for potentially improving the

program. The HBRRP is considered by State Bridge Engineers to be one of the most needed,

effective, and successful Federal-aid highway programs. This program addresses identified
needs, reduces congestion, increases transportation efficiency, and enhances safety by
providing the necessary traffic and structural capacities for the safe and efficient movement of

people and goods. Under the Special Bridge Replacement Program (the predecessor of the

HBRRP) and the HBRRP some 43,385 deficient highway bridges have been replaced or

rehabilitated. Therefore, the Nation's deficient bridge needs have been effectively reduced at

least by this number. Unfortunately, there are still significant needs that have not been

addressed, and the needs continue to accrue as our existing infrastructure ages and bridges--

built in the 1960's during the Interstate construction boom--begin to reach the stage where

significant rehabilitation work or bridge replacement is necessary.

As far as improvements to the program are concerned, the DOT is considering various options

to make the program more flexible, including the possible consolidation of some existing set-

asides. This could give the States the flexibility to select cost-effective and worthy bridge

improvement projects without regard to the location of the bridge or the proposed bridge

material type.

The HBRRP is a needs-based program and HBRRP funds are allocated to the States based on

the square footage of deficient bridges in each State in accordance with the allocation formula

described in 23 U.S.C. § 144. The existing allocation formula has served the objective of the

program effectively over the years. However, with the funding transferability provisions of

ISTEA (Section 1028(g)) and the NHS Designation Act (Section 302), HBRRP funds that are

allocated to the States according to their bridge needs are available for use by States for

purposes other than the replacement or rehabilitation of highway bridges. Thus, a State can

repeatedly transfer its HBRRP funds to the NHS or STP categories, and continue to receive

HBRRP funds each fiscal year based on its deficient bridge needs that will most likely increase

due the expenditure of bridge program funds on other than bridge projects. This bears

reexamination, which is taking place as part of DOT/FHWA's ISTEA reauthorization process.

Question 4: Do you believe that the reimbursement program should be continued in the next

highway bill?

Answer: We have not made that decision yet. The reimbursement program is an equity program,
as are minimum allocation, donor state bonus, 90% payments and apportionment adjustment, and

it will be evaluated in that light. We will work closely with Congress as they consider options for

the distribution of funds among the States.

Question 5: Could you please discuss what criteria were used to select the intermodal

connectors in the plan recently submitted to Congress?

Answer: In such a geographically diverse country as the United States, achieving consistency for



the NHS connections was as important as it was difficult. The FHWA wanted to provide
sufficient flexibility to accommodate differing State characteristics, plans, and investment
strategies. However, consistency at the national level--a recognition of what constituted a
"major" intermodal connector under ISTEA-- was important as well.

To accomplish these sometimes conflicting goals, the FHWA established primary and secondary
criteria for identifying intermodal passenger and freight terminals that may warrant connections to
the NHS: Primary criteria consisted of volume or activity levels by terminal type. Secondary
criteria consisted of more subjective factors that underscore the importance of an intermodal
terminal within a specific State.

In arriving at the passenger volume criteria, the FHWA concluded that different passenger
volumes should be applied to commercial aviation airports than for Amtrak stations and intercity
bus terminals. The passenger volume criterion for airports was established at 250,000 annual
enplanements; the criterion for Amtrak stations and intercity bus terminals was established at
100,000 annual boardings and deboardings. Even though the criterion is higher, airports with
250,000 annual passenger enplanements handle nearly 96 percent of total enplanements at all
commercial aviation airports. Thus, NHS connections to these major airports will serve a
significant share of total passenger volumes nationwide. The criterion for commercial aviation
airports was applied in a somewhat liberal sense, particularly in States which may not have any
airports that meet the criterion and in States which may have only one airport thA meets the
criterion. States were permitted to identify connections to airports with 100,000 to 250,000
annual enplanements where the significance of these airports is reflected in State airport and
aviation plans and increased service levels was anticipated.

Primary Criteria
National Highway System connections were required to all terminals that meet the primary criteria
unless justification was provided for not identifying a connection.

Commercial aviation airports:
o Passengers - scheduled commercial service with more than 250,000 annual enplanements.
o Cargo - 100 trucks per day in each direction on the principal connecting route, or 100,000

tons per year arriving or departing by highway transport vehicles.

Ports:
o Terminals that handle more than 50,000 TEUs per year, or other units measured that

would convert to more than 100 trucks per day in each direction. (Trucks are defined as
large single-unit trucks or combination vehicles handling freight.)
(Note: A TEU, a volumetric measure of containerized cargo, stands for twenty-foot
equivalent units).

o Bulk commodity terminals that handle more than 500,000 tons per year by highway
transport vehicles or 100 trucks per day in each direction on the principal connecting
route.
(If there is no individual terminal that handles this amount of freight, but a cluster of
terminals in close proximity of each other does, then the cluster of terminals could be
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considered as meeting the criteria. In such cases, the connecting route might terminate at

a point where'the traffic begins to separate to each terminal.)

o Passengers - terminals that handle more than 250,000 passengers per year or 1,000

passengers per day for at least 90 days during the year..

Truck/rail:
o 50,000 TEUs per year or 100 trucks per day in each direction on the principal connecting

route, or other units measured that would convert to more than 100 trucks per day in each

direction. (Trucks are defined as large single-unit trucks or combination vehicles carrying

freight.)

Pipelines:
o 100 trucks per day in each direction on the principal connecting route.

Amtrak:
o 100,000 passengers per year (entrainments and detrainments).

(Joint Amtrak, intercity bus, and public transit terminals should be considered based on the

combined passenger volumes. Likewise, two or more separate facilities in close proximity

should be considered based on combined passenger volumes.)

Intercity bus:
o 100,000 passengers per year (boarding and deboardings).

Public transit:
o Stations with park and ride lots with more than 500 spaces or 5,000 daily bus or rail

passengers with significant highway access (i.e., a high percentage of the passengers

arriving by cars and buses usinga route that connects to another NHS route), or a major

hub terminal that provides for the transfer of passengers among several bus routes. These

hubs should have a significant number of buses using a principal route connecting with the

NHS.

Ferries:
o Interstate/international - 1,000 passengers per day for at least 90 days during the year. A

ferry which connects two terminals within the same metropolitan area should be

considered as local, not interstate.
o Local - see public transit criteria.

Sg&onday Criteria
Justification was required when NHS connections were proposed based on the secondary criteria.

The justification was based on the significance of the facility within the State and plans that the

State, metropolitan planning organization (MPO), or others have for improving the access to or

for development of the facility. Any of the following criteria could be used to justify an NHS

connection where there is a significant highway interface.

o Intermodal terminals that handle more than 20 percent of passenger or freight volumes by



mode within a State,
0 Intermodal terminals identified in either the Intermodal Management System or the

State/metropolitan transportation plans as a major facility,
o Significant investment in, or expansion of, an intermodal terminal,
o Connecting routes targeted for investment by the State, MPO, or others to address an

existing or anticipated deficiency as a result of increased traffic.

Descriptions of the specific criteria used for each type passenger and freight terminal are included
as an addendum. The criteria are also fully described in the report, Pulling Together The
National Highway Vystem aid Its Connections to Major hilermodal Terminals, submitted to
Congress by Secretary Pefia on May 24.

Question 6: In light of the final designation of the NHS last year, do you believe that there
should be both an N-S and an Interstate Maintenance program or should they possibly be
combined?

Answer: In principle, we believe that actions to simplify the various funding categories would be
beneficial. The increased flexibility provided by a combined NHS-IM funding category could
benefit the States by allowing them to direct funding to areas of greatest perceived need without
restraints concerning whether the project/program is physically a part of the Interstate or NHS
Systems. However, we are acutely aware of interest in preserving the condition of the Interstate
System, thereby protecting the substantial Federal investment.

One issue that a combined NHS-IM funding category would need to address is whether there
should be some special incentive to preserve the Interstate System at some higher level of
performance. The possible merger of these programs and several other options are being
examined as part of the Department's reauthorization deliberations.

Question 7: Are you supportive of any modifications to the STP program? Do you believe this
had been an effective program in addressing transportation needs?

Answer: The STP program provides funding to States, metropolitan areas (attributable to UZAs
greater than 200,000 in population) and rural areas based on a formula structure. The funds
provided may be used, at the discretion of State and local officials, for a wide range of
transportation improvements. The flexibility and attributability have been enthusiastically
supported by many officials. STP funds have supported more effective customizing of
transportation investments to meet State and local needs. For example, the transportation
enhancements program allows areas to fund bicycle and pedestrian facilities, create scenic
highway programs, and preserve historic transportation facilities. The STP, as currently
structured, has made a substantial contribution to the improved performance of transportation
systems in metropolitan areas. Any decisions pertaining to modifications of the existing program
will be made after consideration of information received through the Department's ongoing
outreach efforts on ISTEA reauthorization, however we do believe that there is a need to provide
metropolitan planning organizations with more information on all projects in their regions.



Question 8: There are some in Congress who would like to 5e-evolve the Federal highway
program and return many of the resources to the States. Can the Federal Government meet all
the transportation challenges you discussed with reduced revenue and oversight?

Answer: The Federal government has played a vital role in meeting the transportation challenges
of the Nation and will continue to do so in the future. America's economic progress and the well
being of its people have always been closely linked to advances in transportation. Some of the
most dramatic advances in transportation occurred through strong Federal programs and
leadership. Our major areas of emphasis are to improve safety, protect our environment, foster
development of new technologies, and assure connectivity throughout the country. Any waning
in the Federal commitment could erode the-progress we have made. For example, Federal
highway safety grants continue to be the principal source of funds for State and local safety
programs--programs that have produced the greatest reduction in highway deaths and injuries.
Federal leadership led to the inclusion in last year's NHS Designation Act of the President's Zero
Tolerance Initiatiye. So far in 1996, nine States have passed Zero Tolerance laws to combat
drunk driving.

Protecting the environment is the responsibility of all levels of government, but environmental
problems frequently transcend local, State, and regional boundaries. A Federal perspective can
help ensure that future generations will enjoy a safe, healthy environment throughout the country.

Similarly, Federal leadership in research and technology can close the gap between what we
currently can do and what we know is ultimately possible. This is true with such advances as
Intelligent Transportation Systems and other new technologies that will allow us to use the
existing surface transportation system more effectively, thereby reducing the need for costly new
construction.

Investment in transportation infrastructure from the transportation trust funds is an important
component of our Federal role. These trust funds are more than a vehicle for redistributing user
tax revenues among the States. They are the means to fund programs that affect the Nation as a
whole and to assure that the various transportation modes operate as an interconnected and
integrated system. This is necessary to protect the national interest in interstate commerce and to
continue the productivity gains national infrastructure investment has produced. We recognize
that surface transportation needs are great, and will continue to seek the highest funding level
possible within the framework of a balanced Federal budget. Most importantly, we will continue
to work with States and local governments to assure that priority Federal interests, along with
State and local interests, are addressed.

Question 9: Are there specific areas of the project approval process that need to be streamlined?
What can we do to improve program delivery?

Answer: There are some areas that have been targeted to streamline the project approval process
through administrative improvements. The highway project development process requires
compliance with multiple Federal environmental laws, regulations and executive orders.
Satisfy ng these multiple mandates is sometimes challenging. The Federal Highway
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Administration, Army Corps of Engineers, Environmental Protection Agency, National Marine
Fisheries Service, and Fish and Wildlife Service have worked over the last several years to
establish streamlined coordination procedures, and interagency agreements are in place in most
regions of the country. Other opportunities exist for streamlining other aspects of the
environmental review process. The DOT is currently looking into those options.

Proposed delegation of the review of draft environmental impact statements (DEIS) to the
FHWA's field offices will avoid concurrent review by FHWA regional and headquarters staffs,
thus freeing headquarters resources to assist during EIS preparation to avert potential trouble
areas with the public and other agencies. We have already achieved some modest results from a
pilot of this initiative.

We are working within th. Department to accomplish environmental processing more smoothly
on intermodal projects and others where more than one DOT operating administration is involved.

An additional area that has been streamlined involves project authorization and execution
agreements, which are required for each Federal-aid highway project. The FHWA has revised its
procedures for taking these actions and encourages the States to use a process where the project
authorization and project agreement actions between a State and the FHWA are combined into a
single document. Further, use of an electronic version of the document, including an electronic
signature, is now permitted to help simplify and expedite processing.

In our Emergency Relief (ER) program, the FHWA has implemented a process that allows for
Federal ER funding to be quickly provided to a State where a disaster has caused considerable
damage to Federal-aid highways. By reducing the amount of paperwork normally required to
secure ER funds, funds are immediately available to reimburse States for the Federal share of
eligible repairs costs they incur in responding to disasters.

Question 10: The Department recently released a report showing that historically almost 30
percent of the Nation's growth in the rate of productivity can be attributed to highway
investments. Could you share with us your thoughts on how best to target Federal transportation
investments to insure continued productivity gains?

Answer: Right now, we expect investment in the National Highway System, including its intermodal
connector components, to yield high productivity benefits. Another area with productivity payoffs
would be Intelligent Transportation Systems. As we explore reauthorization options, we will consider
the relative benefits of investing in other types of projects. We will also consider other national goals
that we will seek to achieve in a post-ISTEA reauthorization program.

Question 11: There has been much discussion about the effect of NAFTA on truck size and
weight standards. Could you please clarify how NAFTA relates to State and Federal standards?
Can the agreement override current size and weight standards or must further legislative action be
taken?

Answer: The North American Free Trade Agreement (NAFTA) Land Transportation Standards



Subcommittee (LTSS) is only a mechanism for examining the land transportation regulatory
regimes in place in the United States, Canada. and Mexico. As provided in the NAFTA, the
Department's objective is to eliminate inefficiencies in cross-border trade, while encouraging
adoption of regulations that yield the highest levels of safety. There is no provision in the
NAFTA that exempts Mexican or Canadian commercial vehicles from Federal or State safety
statutes or operating standards. In fact, the NAFTA specifically states that each country retains
the right to adopt and enforce standards that may be more stringent than standards in effect in the
other countries. When operating in the United States, Mexican and Canadian carriers must
comply with the same requirements that apply to U.S. carriers.

After considering all alternatives, the LTSS could make recommendations for improving
compatibility in safety standards among the U.S., Mexico, and Canada. If recommendations
were made by the LTSS, the Department would then consider the appropriate U.S. Government
response. If, at some point, the Department were to consider amending existing regulations based
on LTSS recommendations, the Department would follow the normal regulatory process for the
issuance of Federal regulations. Any Department recommendations for change to statutory
requirements, such as vehicle size and weight limits, would be transmitted to Congress for
deliberation and action. If Congress were to take no action to adopt the recommendations or
were to consider but reject the recommendations, the statutory requirements would remain
unchanged and Mexican and Canadian carriers would have to comply with such standards, just as
U.S. carriers do, when operating in the United States.

37-734 97-2
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Mr. PETRi. There is one question I thought I might have you
comment on at this hearing: there is interest in some quarters-
I think there is one Senator or Member of the House who has ei-
ther introduced or is planning on introducing legislation to devolve
the Federal highway program--either most of it, or a large part of
it-back to the States. I wonder if you could comment on that idea
generally. Are you enthusiastic about it, or what problems would
you see with it, or what's your attitude toward it?

Mr. SLATER. Well, I think we should always question the utility
of a given function carried out by anybody created to carry forth
that function.

I will say this: that over the last 103 years I do not believe that
our system would be in the shape that it's in. I do not believe that
we could argue that we're the most mobile society in the world
were it not for the Federal Highway Administration and all of its
predecessor entities. .

Also, I think, as we approach a new era of economic activity
where we, as a Nation, play on an international stage, that it's all
the more important that our transportation system be of such a
quality, with such a focus on regional and national and inter-
national needs, so as to allow us to enhance the system where nec-
essary to continue to have a quality transportation system that
undergirds our economy.

I do believe that that requires some considerable national focus.
I believe that when it comes to garnering the resources and the at-
tention and the support of the public in a broader sense, that that,
too, requires national leadership.

What we've been trying to do over the last 3 years of this Ad-
ministration is to really focus on those things that do just that:
that give us a focus on regional and national and international is-
sues of importance as relates to transportation. We believe that the
NHS, the mtermodal connectors, those kinds of issues do that.

We also think that funding is going to become more and more an
issue in the years to come, and while State and local governments
will have to pick up more and more of the funding, there is a role
to be played again by the Federal Government and by the private
sector.

We believe that our innovative financing initiative and also our
State infrastructure bank initiative, brought about through Federal
leadership, will be important in that regard, as well. I

So clearly I think that, while all of these questions are appro-
priate and it's appropriate for us to come forth and to respond to
them, I think when all is said and done we will still recognize the
need for a Federal role, a national role, when it comes to transpor-
tation leadership.
' We understand that it's incumbent on us to explain the specifics
of that role, and we look forward to working with the Congress and
with our State and local partners in doing just that.

I'd just close by saying this: the States involved in the flooding
in the midwest over time may have been able to respond to that
crisis, but I do believe that our Department provided leadership in
that regard, and I think we responded in partnership well.

The earthquake in California-I'm sure that California over time
would have been able to deal with that issue, but I don't think that



they, without our assistance, would have been able to let a contract
18 days after the earthquake on the Santa Monica Freeway and
complete that work in 85 days after the earthquake.

The same holds true for the blizzard of 1996 in the northeast. We
have played a vital role.

Could we have done it alone? No. Could the States have done it
alone? No. But because of the partnership and because of our place
at the table, their place at the table, we were able to do it collec-
tively.

I think the public notes that, appreciates that, and I think the
public has been well served because of that partnership.

Mr. PETRI. Thank you.
Are there further questions?
[No response.]
Mr. PETRI. If not, we thank you very much for your testimony,

for your willingness to come here and work with the committee as
you have consistently done over the years.

Mr. SLATER. Thank you, sir.
Mr. PETRI. Thank you.
The second panel consists of: Mr. William G. Burnett, who's the

Executive Director of the Texas Department of Transportation and
president of the American Association of State Highway and Trans-
portation Officials; Robert A. Welke, director, Michigan Depart-
ment of Transportation; Mr. James Siebels, the chief engineer of
the Colorado Department of Transportation.

Your full written statements will be made a part of the record,
and we look forward to your summary presentations.

Who would like to begin? Mr. Burnett?

TESTIMONY OF WILLIAM G. BURNETT, EXECUTIVE DIRECTOR,
TEXAS DEPARTMENT OF TRANSPORTATION, AND PRESI-
DENT, AMERICAN ASSOCIATION OF STATE HIGHWAY AND
TRANSPORTATION OFFICIALS ACCOMPANIED BY ROBERT A.
WELKE, DIRECTOR, MICHIGAN DEPARTMENT OF TRANSPOR-
TATION, AND JAMES SIEBELS, CHIEF ENGINEER, COLORADO
DEPARTMENT OF TRANSPORTATION
Mr. BURNmEr. Thank you, Mr. Chairman, and good morning

members of the subcommittee.
My name is William Burnett, and I'm the executive director of

the Texas Department of Transportation and currently serve as
president of the American Association of State Highway and Trans-
portation Officials, AASHTO.

With me today to discuss highway and bridge infrastructure
needs are Robert Welke, director of the Michigan Department of
Transportation, and Jim Siebels, chief engineer of the Colorado De-
partment of Transportation. Jim also serves as chairman of the
AASHTO Highway Subcommittee on Bridges and Structures.

We appreciate your invitation to testify here today, and after my
comments Mr. Welke will discuss interstate maintenance issues
and Mr. Siebels will provide our perspective on the national bridge
needs.

The national highway system is the backbone of an inter-con-
nected transportation network. This network serves our urban
areas like Dallas and our rural areas like the Black Hills of South
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Dakota; maior commercial businesses like IBM, and local Mom-n-
Pop operations; tourists and visitors to our Nation's national treas-
ures; international trucking companies and cross-town shippers;
the emergency medical services and military response teams in
times of personal and national crisis.

The development of the national hi ghway system is the crowning
transportation achievement of this decade. With its designation,
the Congress has recognized the need for focused Federal invest-
ment in the Nation's key highway routes, and at the same time the
Intermodal Surface Transportation Efficiency Act of 1991 provided
continual Federal support for our highway routes, bridges, and
intermodal facilities, which play an important role in achieving na-
tional objectives such as: enhanced mobility, safety, emergency pre-
paredness, national defense, and economic development in every
part of our vast Nation.

If you were to drive across our Nation's highway system, the di-
versity of our Nation and the challenges facing transportation offi-
cials to maintain the system would be revealed mile by mile.

We must overcome a variety of natural and manmade obstacles
to provide a highway system that will last.

In the mountainous regions of our Nation we struggle to fight
erosion, landslides, and extreme temperatures, and in the midwest
diverse soil types combine with large amounts of rain and snow,
creating multitude of challenges for highway maintenance crews
year-round.

In all of our urbanized areas, the tremendous crowding of our
highway system keeps transportation officials scrambling to find
ways to keep up with the demand for mobility and access, and at
the Nation's border crossings we struggle to find effective ways to
facilitate the flow of international trade without disturbing the
quality of life in our border communities.

The USDOT's 1995 condition and performance report finds that,
without further investment at all levels of government, the Na-
tion's transportation infrastructure will deteriorate at a rapid pace.

With increased investments in the past decade, we have made
great strides to improve the conditions of our highways; however,
the USDOT report estimates that the cost to maintain the current
physical condition and capacity performance of our national high-
way system is $263.7 billion for a 5-year assumed reauthorization.

The cost to improve current physical conditions and capacity per-
formance would take an additional $93.8 billion.

The combined total required to meet all maintenance and im-
provement needs is $357.5 billion over an assumed 5-year period.

However, current funding levels of $221 million (sic) for high-
ways are insufficient even to maintain the system in its current
condition.

Only when three things occur will we have the resources to meet
the basic maintenance needs of our Nation's highway and transit
systems over the 1998 to 2002 time frame.

To meet the basic system needs, AASHTO suggests the following
situations must take place: all current State and local funding is
continued, all current Federal highway trust fund dollars are fully
deployed, and the current $0.043 per gallon in the motor fuel tax
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fully deployed.

The interstate reimbursement program is a funding mechanism
to repay the States for the cost of the interstate highway system,
highways built before the creation of the interstate highway sys-
tem.

AASHTO takes no formal position on any discussion of funding
formulas or the distribution of funds to the States; however, our re-
authorization documents which we have furnished the committee
support additional program flexibility for every State to allow them
to meet the needs of the area.

One characteristic of the interstate reimbursement program is its
relative flexibility. The funds are transferred to the surface trans-
portation program, the most flexible of the core ISTEA programs.
in addition, half of the interstate program reimbursement program
funds are not subject to the enhancement and safety set-asides, nor
are they required to be sub-allocated to the urbanized areas.

States need this type of flexibility program characteristics to be
included in all Federal funding programs in the next reauthoriza-
tion.

I thank you for the opportunity to talk to you today about our
highway system's needs, and I'd like to turn the microphone over
to Robert Welke, director of the Michigan DOT.

Mr. PETRI. Thank you.
Mr. WELKE. Thank you, Mr. Chairman. I'm certainly happy to be

here, and I would lke to point out my qualifications. I have 38
years of experience in the transportation highway industry, includ-
ing design, district enjineer, project engineer, and now director.

A major responsibility and concern of the AASHTO member de-
partments, working with the Federal Government, is to maintain
the significant investment that the Nation has made in our Inter-
state System.

AASHTO strongly endorses the level of support for interstate and
national highway system maintenance adequate to retain efficient,
safe, and liable service for the system.

AASHTO has a concern with regard to an ISTEA requirement for
maintenance activities. Each State must certify on January 1st
that it has a program to maintain the Interstate System, in accord-
ance with guidelines issued by the USDOT Secretary. Failure to do
so may result in withholding of 10 percent of the interstate mainte-
nance and construction apportionment.

It is in the State's best interest to maintain existing facilities,
and the State programs already include a number of checks to as-
sess the level of maintenance on the interstate, such as our pay-
ment management system and the highway performance monitor-
ing system.

Projects on the system will be maintained through each State's
regular maintenance progTam, regardless of the probable impend-
ing Pefialties. No value is added to the quality of the system
through this 10 percent Pefialty requirement.

AASHTO also urges FHWA to reconsider its interpretation of
work eligible for interstate maintenance. Following the passage of
ISTEA, FHWA issued a memorandum on the implementation of
the interstate maintenance program which excludes certain items
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for eligibility for the interstate maintenance funding, including new
commuter parking lots, new noise walls. AASHTO has urged
FHWA to widen its interpretation of the eligible activities to in-
clude such items.

Maintaining our State's network of roads and highways are the
Department's highest priority. In Michigan, for example, we spend
$200 million just on maintenance and bridge preservation in the
State, and we're certainly slipping behind. To date, our backlog is
about $3 billion, and we're very concerned about that. We have ef-
forts underway to raise additional local funds to do something
about it.

But maintaining our Interstate System is so key to the future of
this country, we use the terminology that our transportation facili-
ties, particularly our interstate, is the lifeblood of the economy of
our State and certainly of this country. I just want to point that
out.

In the reauthorization we feel strongly that the interstate main-
tenance is key to any future in this country in transportation.

Thank you.
Mr. PETRI. Thank you. Mr. Siebels?
Mr. SIEBELS. Mr. ChMirman, In addition to my role as chief engi-

neer for engineering and construction with the Colorado Depart-
ment of Transportation, as indicated, I also serve as chairman of
the AASHTO Subcommittee on Bridges and Structures, and my
comments this morning will be pertaining to bridge issues and the
importance of the Federal bridge replacement and rehabilitation
program.

A Federal program has been in effect since the early 1970s. It
has been a very successful program, with more than 43,000 of the
Nation's deficient bridges replaced or rehabilitated. However, the
latest information indicates that approximately 33 percent in total
of the Nation's bridges remain as structurally or functionally defi-
cient, and that equates to almost 180,000 bridges.

In order to maintain that level of deficiency, we would have to
address approximately 11,000 bridges on an annual basis, at a cost
of $5.1 billion annually. In Colorado, alone, we have over 1,900 de-
ficient bridges.

A very important provision of the bridge program has been the
ability of the States to use these funds on local roads and Streets.
In Colorado we have used that provision to the maximum in order

to deal with an even greater need on the local road system than
on the State system.

A major part of any bridge program involves bridge inspection.
It hasbeen 25 years since the first national bridge inspection
standards were first issued in 1971. Since that time, the States
have developed ver comprehensive bridge inspection programs,

dealing with inspection of Federal, State, and local bridges.
It has also been of great help in Colorado to be able to use the

Federal bridge funds to cover a portion of those inspection costs on
both the on-and off-system bridges.

Although the National Highway System Designation Act has
made the implementation of management systems optional, I as-
sure you that most, if not all, States are very supportive of imple-
mentation of a bridge management system to help make the dif-
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ficult decisions regarding bridge maintenance and bridge replace-
ment.

The PONTIS system, which is a computerized bridge manage-
ment system developed by AASHTO and FHWA, is currently being
used by 38 States, and I believe most of the other States have
other systems either developed in-house or other commercial sys-
tem.

The States are continuing to look for innovative ways to obtain
more cost-effective bridges, and, through the AASHTO Subcommit-
tee on Bridges and Structures, have developed better design and
construction specifications.

We recently developed a state-of-the-art design specification uti-
lizing the load and resistance factor design method. This bridge de-
sign specification was a major effort of AASHTO, FHWA, taking al-
most 5 years in the development and about $2 million, but will pro-
vide a more uniform level of safety and more cost-effective struc-
tures nationwide.

In addition, the States' bridge engineers met recently in Philadel-
phia and gave tentative approval to a new pedestrian bridge design
specification which will provide for more cost-effective designs and,
where appropriate, reduce the design load.

We had been accused by some of taking an 18-wheeler mentality
in the design of pedestrian bridges, and while I don't support that
accusation I do believe the bridge engineers have responded in
coming up with a specification that will be more cost-effective in re-
gards to the construction of pedestrian bridges.

We are continuing to look for new materials which will be more
cost-effective for bridge construction. High-performance steels and
concrete, new applications for aluminum, and recent developments
in fiber-reinforced plastics are now being considered by bridge de-
signers in order to provide the best design solution.

Bridge research continues to be a high priority of AASHTO
through the national cooperative highway research program.

These are just some of the efforts by AASHTO and member
States to make sure we obtain the most value with the bridge
funds available. The need for bridge funds, however, continues to
exceed the funds available, and AASHTO supports continuation of
a bridge replacement/rehabilitation funding for bridges in order to
maintain or improve the condition of the Nation's bridges.

I thank you, and I'll answer any questions at the appropriate
time.

Mr. PETRI. Thank you all very much.
Mr. Rahall?
Mr. RAHALL. No questions, Mr. Chairman.
Mr. PETR. Mr. Horn, any questions?
Mr. HoRN. Thank you, Mr. Chairman.
Let me just make sure I understand the problem. I think we all

share your concern on bridge repair and bridge maintenance and
perhaps bridge reconstruction. What I'd like to get a feel for is your
ideas and whether you all agree on the degree to which that is a
State decision or a Federal decision and the degree to which the
percent of money devoted to bridges ought to be clearly earmarked
m the law.

Do you have a consensus on that?
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AASHTO's position, as we have tried to look at the existing pro-

rams and position ourselves on reauthorization of ISTEA, greatly
believes that there is a major concern with our bridges as they are
today. But I think AASHTO also strongly believes that with theprograms that we have, with the national highway system program
and the surface transportation program, that if there is enough
flexibility in the reauthorization bill to allow the States to fund
what their needs are, it would more be AASHTO's position than
having a set-aside, per se, for bridges.

Mr. HoRN. Any reaction, Mr. Welke, Mr. Siebels?
Mr. WELKE. I have a similar view. Bridges are very critical. In

Michigan our most critical transportation problem is our bridges.
In the Detroit area we have some 250 bridges with plywood under-
neath to catch the fallen concrete.

The Governor has authorized additional expenditures, and we
went from $65 million to $110 million in I year just to rehabilitate
bridges.

We think we need to approach the $200 million a year over 6 or
7 years to play catch-up.

It goes back to a lot of issues. Some of it was the design flaw,
we feel, back in the early 1960s of doing what we call "thin bridge
decks." They're coming due, and they're coming due very rapidly.
We're very concerned about that issue.

Last year we closed a major bridge on a trunk line that handled
11,000 cars a day. We finally had to close it until we could remove
it and replace it. It was a surprise.

So we're trying to do everything we can in the States, but we're
pushing that envelope of money.

The $0.043 of Federal gas tax that's going in the general fund,
if that came to Michigan that would be $200 million a year, and
we feel in 6 years would solve our bridge problem.

We need and all the States generally need to get on with this
issue.

I feel, from a professional standpoint, it's a very major concern.
Federal funding is also very important to help meet the goals I

mentioned.
Mr. HoRN. I would share your concern as a driver on interstates

across the country. I certainly wouldn't like to be passing bridges
where they've got plywood under them to catch the falling parts of
the bridge underneath.

The question would be: if that money that you cite, the gasoline
tax, is turned completely back to the States, should that simply be
part of maintaining an Interstate System? You can't have an Inter-
state System without the bridges that connect the highway from
one end of the river to the other, so I don't know if we need to iso-
late it, but I'd be interested in your views on that.

Mr. Siebels?
Mr. SIEBELS. I guess my only comment would be, in Colorado we

receive $19 million a year in Federal bridge replacement money.
We have a State gas tax dedicated fund for bridge replacement in
Colorado of about $25 million, so we have a great need in Colorado
for bridge replacement, and meeting part of that need through the
State gas tax revenues.
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Mr. HORN. Well, do you think we should simply have a fund for
the interstate, no matter what part of the interstate we're funding,
or should we isolate money? Do people at the State level not want
to keep a bridge in first-class condition or build a new bridge, or
what?

Mr. SIEBELS. I'm not sure that we've taken a formal position on
that. I think in Colorado we would like to have as much flexibility
perhaps as possible in how we deal with the needs. As I say, we've
taken and have a dedicated State fund. Whether or not we would
increase the-more Federal funds on bridges if we had that option,
I'm not sure, if that's your question.

Mr. HoRN. Well, let's look at it this way. There is a certain mile-
age figure on interstate that really triggers your money; is that cor-
rect?

Mr. SIEBELS. That's correct.
Mr. HoRN. Well, is the factor of a bridge at various parts given

proper weight to greatly increase the money? If you have enough
ridges, it seems to me you can't just treat them as another mile

of interstate, can you? You've got to treat them as a very costly
footage of interstate. I mean, does that make sense how to work
that formula, and would that help people that have a lot of
bridges?

Mr. BURNETT. Mr. Horn, if I could, in Texas we have 33,000
bridges on our system that we maintain, and then we assist in
14,000 bridges off our system.

What we have found is that where we can best address our
bridge needs is not to have a pocket of funds dedicated strictly to
bridges.

I think, like Colorado does, and I'm sure Michigan and other
States do, we actually supplement more money into the special pots
that we get because I think all of us realize the significance of a
catastrophe on a bridge.

You've got to connect both riverbanks, and as States go through
and prioritize their needs, the most flexibility they have to take
their surface transportation program funds or their national high-
way system program funds to address what their major needs are,
I think benefits the States.

What we do in Texas, we have to sit down and look at what our
needs are, and Michigan has to look at theirs, and Colorado has to
do the same.

So I think AASHTO's position would be that anything that gave
the State DOTs as much flexibility to meet their individual needs
would be what we would prefer.

Mr. HoRN. Would States that do not have proportionately too
many bridges feel that we shouldn't have a formula that gives a
proper weighting for the bridge portion of the interstate?

Mr. BURNETr. I would think that as AASHTO has walked
through their positions consistently, every time it came to program
set-asides, AASHTO continually-all 52 members, including the
District and Puerto Rico, have indicated that any program that
gives maximum flexibility back is their preference.

I think that would reflect to your question as to States with
bridge problems compared to States without bridge problems--that
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every time It comes down to maximum flexibility in the program,
that would be their desire.

Mr. HORN. Has the Administration, Mr. Chairman, testified on
this issue one way or the other? If so, does Mr. Slater have any
comment he'd like to make on this, since he's hearing the discuaE-
sion?

Mr. PETRI. I think he'll be happy to submit something.
Mr. HoRN. Well, if staff could ask him to submit it, I'd be inter-

ested to know if you adjust the formulas to take into account a dif-
ferent weight when a bridge is a factor and then the State gets its
interstate allotment.

Mr. PETRI. That question was submitted to him for written re-
sponse.

Mr. HoRN. Fine. Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Mr. Oberstar?
Mr. OBERSTAR. No questions, Mr. Chairman.
Mr. PETRI. Ms. Johnson?
Ms. JOHNSON. Yes. Thank you, Mr. Chairman.
I'd like to ask Mr. Burnett a question as it relates to 1-35, the

NAFTA Highway.
I know that it runs from Canada all the way to Mexico, with a

large bulk of it being in the State of Texas, and that traffic has in-
creased tremendously since NAFTA, and big trucks that offer a lot
of safety problems.

Has your organization taken a position? Is that affecting the
other States in the same manner?

Mr. BURNETP. Yes, ma'am. As you're aware, prior to the con-
struction of Interstate 35 the trip from Dallas to San Antonio took
about 8 hours. That trip has greatly been reduced. It's a distance
of about 250 miles.

We've done a lot of work on 35, and I think, Congresswoman, as
you're well aware, if 35 is not addressed, that trip between Dallas
and Fort Worth and San Antonio by the year 2002 will creep back
up to about a 7-hour trip because of congestion.

One thing that we're doing in our State is trying to find parallel
corridors to go around San Antonio and Austin and Waco and other
cities, but I think the primary thing that we've done is we have
contacted our sister States along 35 and asked them to sit down
and work with us to come up with a technical solution that benefits
Oklahoma, Kansas, Minnesota, Iowa, and the other States along
the route.

We're very active with that, and since, in the passage of the na-
tional highway system, it was designated as a high-priority cor-
ridor, we have--the States along 35 are in the process of making
a proposal to the Federal Highway Administration for funds to de-
termine what that corridor should actually be.

Ms. JOHNSON. Thank you.
One other question. I'm a native Texan. I've been in Texas all of

my life, and I'm concerned somewhat about this flexibility in that
flexibility to Texas has not always meant fairness.

Do you have a focus on how funds would be distributed? As you
know, in the past we've had these three commissioners, and wher-
ever they owned property, that's who got preference.
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[Laughter.]
Ms. JOHNSON. That's a very difficult problem for Texas. I've in-

tervened and got funds stopped coming from Federal and all that
just trying to get a little bit of attention away from where they live.

Has that changed any?
Mr. BuRNEr. Yes, ma'am, Ms. Johnson. Our Commission last

year set aside or started on a journey to develop targets for each
region of the State, and that target is basically determined by 70
percent of the vehicle miles traveled in an area plus 30 percent of
the vehicles registered in an area, because we feel that besat re-
flects-the vehicle miles traveled reflects the gasoline tax spent in
an area as a user's fee, and also the registration, which is the other
portion of our funding in our State.

Then, as we sit down and put together-as the staff proposes to
the three commissioners our unified transportation program for the
State, we try to be sure that each of our 25 districts, that there is
a return that matches the percent that we think is collected in that
area.

So the Commission has done that.
The other thing the Commission has done is, realizing that Texas

is a very diverse State and that we have 26 metropolitan areas, we
have five transportation management areas, and we also have very
rural parts of the State, the Commission has gone in there by pop-
ulation also and said that in certain programs like the national
highway system program or various surface transportation pro-
grams, that certain percent of the projects would go to counties
over 200,000, certain percent to counties between 50,000 and
200,000, and by doing that a project in Dallas competes against a
project in Harris County, Bear County, but a project in Lubbock
County competes against a project in Smith County.

They've tried to compare apples to apples and oranges to or-
anges, and this will be our second year in this program.

Ms. JOHNSON. Harris County has always had a representative
and Dallas County has not always had a representative, and even
when we have had them, the dollars tended to follow where they
wanted to develop.

Those formulas were in place then and it didn't seem to help a
lot.

Mr. BuRNETr. Congresswoman, I can tell you that the three com-
missioners we have today-Chairman Laney and Commissioner
Bernsen and Commissioner Wynn-have made a concentrated ef-
fort over the last 2 years to be commissioners for the whole State
of Texas and not the communities that they reside in.

Ms. JOHNSON. Thank you.
Mr. PETIu. Mr. Bateman?
Mr. BATEMAN. Thank you, Mr. Chairman.
I don't know whether this may have been covered, but some of

my constituents have raised concerns about what is going to hap-
pen or may happen in the context of the size, weight, and nature
of trucks that may be permitted on their highways as a result of
the NAFTA agreement.

Is there a problem there that you all perceive that we're going
to have to deal with?
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Mr. WELKE. If I may, Mr. Congressman, I'd like to answer that
for Michigan.

We're certainly working with Ontario, Quebec, for example, be-
cause we are a global economy and 43 percent of the trade with
Canada passes trough Michigan, and we're seeing a change in
that.

We do have heavy truck gross loads allowable in Michigan and
relatively very lower axle weights. We're looking, on a national
basis, to standardize that. I think that becomes very, very impor-
tant that when a truck leaves Illinois, passes through Wisconsin,
up through the UP into Canada, that it s going to have to meet a
standard that we all agree to, both as to dimensions and weight,
and that will be in the metric system, of course.

We're finding a great change in truck patterns because of
NAFTA. We feel that it's important, if we're going to compete in
this country on a global economy that we get some uniformity be-
tween the States and certainly with the foreign countries, particu-
larly, with Michigan, with Canada.

We know that some of the weights are adding burdens to the
trucking company, as well to the State and the road conditions.

I think, looking ahead to the future, this will have to be faced
from a uniformity standpoint if we're going to continue to compete
in the national and international scene.

Mr. BATEMAN. Is there something in the agreement which man-
dates that we accept triple trailer trucks and larger or higher
weights than are presently permitted?

Mr. BURNETr. As I understand the NAFTA bill, it permits, in our
case, trucks from Mexico to enter into Texas, but they have to com-
ply with Texas' laws.

Probably the biggest concern-they have to comply to our laws
when they operate inside the State of Texas, but probably the big-
gest concern to us besides the weight is the different configuration
in the vehicles that come out of Mexico and Canada and the effect
that they have on our bridges with axle spacings and axle loads.
I think that is a definite major concern.

Mr. BATEMAN. I would hope, certainly, that somebody is on guard
to see that our highways and our bridges are not damaged or we
don't run into an egregious problem as a result of relaxing stand-
ards.

Mr. BURNETT. I think that is in place, and I think that in our
State, and I'm sure in other States, we've been able to have our
weight and license troopers from our Texas Department of Trans-
portation into the Customs facilities where we can catch them and
turn them back before they even get out on our highways, so we
have been able, I would say, through a very cooperative effort with
the USDOT, to sit down with the other Federal agencies.

I'm sure its similar in the other States that share a border with
Mexico and all those with Canada, that they have been able to
work out agreements to do exactly what you do to protect our-
talking about protecting our investments.

Mr. BATEMAN. Reference was made to the need for uniformity.
Do you feel like Congress needs to legislate on the subject of truck
weight limits, configuration?
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Mr. BURNETr. I think our association has pretty much been on
record in the past that, where you talk about operating on a na-
tional system, that there is a lot to be gained by everybody being
consistent.

I think we have that today on the Interstate System.
I'm sure there is a role for discussion with the Congress as to

what would be appropriate.
Mr. BATEMAN. Thank you.
Mr. PETRI. Mr. Sawyer?
Mr. SAWYER. Thank you, Mr. Chairman.
Mr. Siebels, when you were talking about design standards you

mentioned innovative materials, you talked about fiber reinforced
plastics and polymers and other kinds of innovative synthetics.
Could you expand a little bit on the current state of play and the
use of those kinds of materials and strength issues, cost versus life
span issues, that sort of thing?

Mr. BURNETT. I guess some of those things, Congressman, are
very new. I do know that in California they have done some use
of fiber-reinforced plastics as it deals with strengthening some of
their bridges for earthquakes.

There is some research going on in terms of fiber-reinforced for
rebar.

As far as whether or not, at this point, those materials are really
cost-effective, I think it's too early to tell. We're really kind of in
the experimental stage.

I know there are some people in the aluminum industry that are
looking at new applications for aluminum, for aluminum bridge
decks, and trying to lighten load-light-weight and perhaps more
cost-effective. We are looking at that as part of our subcommittee.

But I would say some of that is still in the research stage.
Mr. SAWYER. I used to be a mayor, and it was of particular inter-

est to me. I kept looking around my city every spring and feeling
as if, if the damage that had been incurred had happened over a
single weekend, we might have been eligible for Federal earth-
quake money or some kind of disaster money, but because it took
place over 18 weeks or so it was not something that really caught
the attention of the Nation.

The use of more-flexible materials and ones that respond both to
catastrophic events of the kind that you describe or the kinds that
we somehow take for granted but which are inevitable in terms of
weathering of materials, that there is a good deal of promise there,
and the work that's being done in establishing new and innovative
design standards is important in that regard.

Let me ask a second question: you talked about formula-driven
dollars, all of you in one way or another. It seems to me that, par-
ticularly when we're talking about population issues, that we're in
a period of time when population is moving in ways that it has not
moved before and at a pace that it has not moved in perhaps as
much as 100 years.

At the same time, what you say about highway construction is
important, both as a facilitator of commerce and perhaps even a
predictor of commerce. "Build it and they will come" is not an exag-
geration in that it's kind of hard to know whether population move-
ments are the product of a self-fulfilling prophecy or something
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that is a guide to where we ought to be anticipating future need
in construction.

Can you comment on the, efficacy of population-driven formulas
today versus where they might have been even as recently as 20
years ago in terms of population movement?

Mr. BuRmNET. Congressman, I guess, being here speaking for the
American Association of State Highway and Transportation Offi-
cials we have-52 members have--I guess we've taken an oath in
blooa that we're not going to get into funding formulas. It's very
divisive in our association, and so we have tried to concentrate all
of our work on reauthorization on the size of the program, items
that are eligible for the program, as we explained to Mr. Horn,
flexibility-

Mr. SAWYER. I'm trying very hard not to get you to pick winners
and losers.

Mr. BURNETT. And then, finally, process improvement.
Mr. SAWYER. Just to comment on the efficacy of the-
Mr. BURmTr. I think all of us feel that-this is a very tight line

for us to walk, but a lot of us feel that, no matter how this is dis-
tributed, it should be looked at as factors that are relevant in 1996
and not old factors.

Mr. SAWYER. I hear you. Thank you. You walk a fine tightrope.
Mr. PETRI. Mr. Rall?
Mr. RAHALL. Thank you, Mr. Chairman.
I just wanted to follow up on the question that Mr. Bateman

asked you, Mr. Burnett.
Mr. BT . Yes, sir.
Mr. RAHALL. I want to make sure I heard your response cor-

rectly. It is your impression, or your understanding that nothing in
NAFTA overrules current law in regard to truck sizes and weights,
is that correct, and that only Congress can pass such a provision?

Mr. BURNEr. That is my understanding, Congressman.
Mr. RAHALL. Pine. That's correct. Thank you.
Mr. PETRI. I had one or two questions.
In your testimony you mentioned burdensome and unnecessary

provisions imposed by ISTEA and earlier laws, and I wonder if you,
Mr. Burnett, or one of the other gentlemen, could expand on -that
and cite some provisions that you feel are basically not cost-effec-
tive.

Mr. Bur . I can try, Mr. Chairman.
I think-and then Bob and Jim may have some others-I think

some things, like when you get into the 1EPA requirements-the
national environmental protection requirements--and we start
working with the congestion mitigation funds, that we don't have
one-stop shopping as we go out there and try to do a project that
used congestion mitigation funds to improve the air.

You work it through one Governmental agency so far and you
kind of get their blessing, and then all of the sudden you're over
in the Environmental Protection Agency, so that's burdensome to
us in that you can't start with one person and go all the way
through it.

Other things, like in the area of some of the programs, I think
Mr. Slater talked about this a little bit, like the enhancements pro-
gram, it's a very expensive program to operate for the recipients for
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the gain that they get back. If there could be some modifications
to allow their match not necessarily to be in hard dollars but more
in soft matches, in-kind services and things, it would make for a
lot of small communities that apply for enhancement projects-
those type of things.

So it would be things similar to that. I think a lot of it is process-
driven. A lot of it could just-minor improvements could be made
if the States ended up just having to deal, when transportation
funds are being spent, with Federal transportation agencies.

Bob or Jim may have some comment.
Mr. WELKE. We feel there is certainly an area, in working with

FHWA, where we can reduce the amount of paperwork.
Last week I signed an application. It was a transit grant applica-

tion, and It was about an inch-and-a-half thick of forms. I signed
in seven different locations. And when I got to the end I looked up
and it was for $385,000. I thought that was just an awful lot of pa-
perwork for that amount of money.

So I think, with the advent of the computer and expert manafe-
ment systems, I think we've got to get beyond the paperwork, we ve
got to get back to some trust, maybe some block grants or however
we want to do that, where there are some assurances of fairness.

We need to do that. We're spending too much money on paper-
work and not enough time and effort to get on with maintaining
and improving our system.

Mr. SIEBELS. I certainly support the comments from Mr. Burnett
and Mr. Welke. I think the planning and public participation proc-
ess laid out in ISTEA has been very helpful to Colorado, and we
support that.

If I had to pick one thing in ISTEA that we would say should
be different, it would be less categories of funding and more of
flexibility of how the funds are used.

Mr. PETRI. Thank you.
One other thing I wonder if you could respond to. Talking with

Wisconsin Department of Transportation officials over the years,
they seem generally to have the idea that they work quite well
with the Federal office or people in Madison, and pretty well with
those in Washington, but they're not sure value is really being
added to the whole process by the regional offices.

They seem to feel things get often confused or there is a lack of
understanding, and then they have to come out to Washington and
straighten it out again, rather than things being solved at the re-
gional office level.

Do you think, sort of following on to what you indicated about
trying to reduce burdensome paperwork and get with the sort of
downsizing and modernization process that is happening in spades
in the private sector, that there is an opportunity for us, as part
of this reauthorization process, to look at the organization of the
Department of Transportation and see if taxes can just go to Wash-
ington or some other place? Or don't you have those sort of frustra-
tions in your States?

Mr. BURNETr. Mr. Chairman, this is tough with Rodney sitting
behind me, but I think the division offices in each of the States
definitely add value. And I think that when you look at the re-
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gional structure, the size of our State to the size of your State, they
have the capacity to do a lot of things in-house.

I think that if there is a need for regional structure, it should
really be more of service centers of excellence, maybe a center that
concentrates on bridges and structures, so that a State that may
not be as fortunate as my State and have the resources to do a lot
of research on bridges, that they can learn from other States.

I think Wyoming will tell you that without the regional office in
region eight, Wyoming's program wouldn't be quite what it is
today, but-I guess what I'm trying to say, regionally I think there
is a need for centers of excellence to help the States, but adminis-
tratively, as a pass-through, it's just one more person to check off
on a box, is my opinion.

Bob may have a different opinion, or Jim.
Mr. WELKE. I concur with that exactly.
In Michigan the division office and ourselves, we consider our-

selves partners. We work together on problems to solve it.
Administratively, some of the questions and decisions we under-

stand have to go to Washington. We appreciate that. And I agree
with Bill 100 percent. There is a need forthe technical expertise
as support and help. We call them "skill centers" in Michigan.
We're starting to see it that way, not the administrative need.

Mr. OBERSTAR. Mr. Chairman?
Mr. PETRI. Yes?
Mr. OBERSTAR. Thank you, Mr. Chairman.
I listened with great interest to the testimony from our panel

about more flexibility, block grants, getting rid of categories. Ijust
wanted to ask Mr. Welke, how long you have been in the highway
business?

Mr. WELKE. Going on 39 years.
Mr. OBERSTAR. That's a good while.
Mr. WELKE. Thank you.
Mr. OBERSTAR. About 6 years longer than I have.
I've heard State highway officials come in time after time and

say "We want more flexibility. We want fewer categories. We want
a national program."

Congress has identified, through many Congresses, through
many Administrations, democrat and republican, on a bi artisan
basis, that there are certain national interests to be servedby var-
ious categories of programs.

As a State administrator you'd like to have none of that, would
like to run your program to serve your needs. But then when a
road project or a bridge is not built in an area or is long in the
coming, who hears about it? A Member of Congress or United
States Senator. These are Federal funds, it's a Federal program.
We expect you to administer to our needs.

We go back to the State and they say, "We've got our own cat-

eries. We've got our own programs. We've got our own rionties."
To may shift from Governor to Governor and from legislature

to legislature within the same State.
So, while I think it was useful to reduce categories from some 34

that we had at one time down to roughly 12, I'd be very hesitant
to move any further.

Tell me which categories of funding that you'd like to remove.
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Mr. WELKE. One of my premises, certainly, is remove the amount
of paperwork, if possible.Mr. OBERSTAR. IMll come to the paperwork in a minute. I want
to talk about categories.

Mr. WELKE. As of categories, I don't want to be--Mr. Congress-
man, I don't think I can be specific here without reviewing the
issue. I'd be happy to respond to that in writing if you would like,
because-

Mr. OBERSTAR. I certainly would like to see that, because I think
it's a very important issue or us all.

Mr. WELKE. Yes. Staff tells me we're dealing with 134 different
categories. Now, there seems to be a difference of opinion, and I'm
not up on the issue specifically to answer that, but I certainly
would be happy to respond to that.

[The information received follows:]
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July.15, 1996

The Honorable James Oberstar
U.S. House of Representatives
2366 Rayburn House Office Building
Washington, D.C. 20515-2308

Dear Congressman Oberstar:

I very much appreciated the opportunity to represent the American Association of State
Highway and Transportation Officials (AASHTO) in testimony before the House
Transportation and Infrastructure Committee on June 5. At the time, I did not have enough

detailed information to respond to your questions on the number of categories of funding under

ISTEA and the perception that ISTEA gave more flexibility to state departments of
transportation. You further asked what programs could be collapsed and the degree of

paperwork necessary under the present act. I hope this letter will answer those questions.

When ISTEA was first passed, state and local transportation officials across the country

anticipated its implementation with a mixture of hope and anxiety. ISMTA brought many

changes to the way state and local transportation agencies do business. Some of these changes

have been positive; others have created more problems than they solved.

The truly remarkable impact that ISTEA could have had has not been realized because the Act

was never fully funded. Congress promised greater transportation funding in exchange for our

accepting and fulfilling the more stringent planning and program requirements of ISTEA, but

severely reduced annual obligation ceilings have thwarted the potential benefits of ISTEA.

The Intentions of Congress were honorable in developing ISTEA. Unfortunately, we have

found that its implementation has created substantial roadblocks to its own efficiency.
The Surface Transportation Program (STP) was envisioned as a block grant to fund the types

of projects that had previously be-n funded by many other separate categorical programs.

While this would have simplified federal funding, some forty categories and sub-categories

were added to the STP. The result is a much more complex and cumbersome funding system

than the one ISTEA replaced.
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For example, In crafting the next authorizing legislation, the following discrete funding
categories could be collapsed into one block grant, leaving states the discretion to spend the
money where it most makes sense for them:
* Bridge Program, Optional 20% On/Off System
* Bridge Program, Mandatory 15% Off-System
* Bridge.Program, Mandatory 65% On-System
* Timber Bridge Construction Grants
* Rail/Highway Crossings, Elimination of Hazards, FY 1991 and Prior
* Rail/Hlghway Crossing, Devices, FY 1991 and Prior
* Hazard Elimination, FY 1991 and Prior
• Congestion Mitigation and Air Quality
* STP - Optional Safety
• STP - Transportation Enhancement
* STP - State Flexible
• STP - Mandatory Amount for Non-Urban
S rSTP - Rail-Highway Crossings, Protective Devices

* STP - Rail-Highway Crossings, Elimination of Hazards
* STP - Other Than 200,000 Population
* Donor State Bonus, Any Areas

Each of these categories is further subdivided into State and Local for reporting purposes, and
the reporting requirements for the smallest category ($53,000 for STP - Rail/Highway
Crossings, Elimination of Hazards, Local) is the same as for the largest ($77 million for
National Highway System, State). To their credit, the Federal Highway Administration now
allows us to obligate projects electronically through their FMIS system, but the quarterly
report of obligations is still time-consuming.

By splitting federal funding among numerous categories and sub-categories, we are forced to
search for funding sources on a project-by-project basis. If we are unable to find available
funding for a particular project it must be delayed. This contrasts sharply with how a
simplified block grant approach would work. The state department of transportation, in
consultation with local officials, would be allowed to decide which projects best serve our
motoring public and then fund them out of this type of grant.

We support the positions of the American Association of State Highway and Transportation
Officials (AASHTO) on federal funding. We desire the reduction of programmatic sub-
categories. We also seek the creation of a block grant for the non-NHS system, making safety
and enhancement programs eligible activities. States should be granted maximum flexibility in
deciding the disbursement of federal funding.
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Representative James Obentar
Pae 3
7/15/96

The largely unfulfilled promises of ISTEA deserve a second chance, with some simplification,
through the next authorization bill. I urge Congress to provide full and simplified finding for
trnportation in the future-for only under those circumstances will the positive intent and
potential benefits of ISTMA truly have an opportunity to be realized.

Robert A. Welke
Director

cc: Frank Francois
01l11 ,.,
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Mr. OBERSTAR. Now the matter of paperwork.
When the Small Business Association could reduce its average

application from 120 pages to 2, surely Federal Highway Adminis-
tration could reduce the amount of paperwork required from an
inch-and-a-half to something less than that.

Have you reviewed that document since you found it burden-
some-and I would certainly understand that-to say, "these are
the pages that we think are superfluous"? Have you and your col-
leagues of the State highway administrators gotten together and
looked at these various forms and made constructive suggestions to
the Federal Highway Administration and said, "These are pieces ofpaper that are either duplicative, overlapping, unnecessary"?

Mr. BURNM. If I could respond to part of that, sir, we've re-
cently completed a study in our State on construction projects, and
we had a joint task force of Texas Department of Transportation,
Federal Highway Administration, and the Associated General Con-
tractors of Texas, and we've sat down since November of last year
looking at the 79 pieces of paper, 79 different forms that we have
to submit on a construction project that has Federal aid or just
even State aid, and we were able to identify 27 forms that could
be eliminated and 8 that could be modified, but the toughest forms
for us to eliminate are the Federal forms.

We can sit in there and look at our State of Texas letter, notice
to contractors to go to work, and we can decide that we can elimi-
nate that, or the payroll certification form, and that's just an area
after a project has gone to contract.

We've done extensive work, and I'm sure other States have tried
to, as they-

Mr. OBERSTAR. But have you talked to Federal Highway Admin-
istration about this and said, "Look at all this paper?

Mr. WELKE. They were on the committee with us.
Mr. OBERSTAR. Okay. Have you-I mean, Mr. Slater is sitting

right here. He's a very responsive fellow. I've found him, since
Frank Turner, to be the most responsive of Federal Highway ad-
ministrators in all my years of experience.
*Mr. WELKE. I would echo. We find Mr. Slater to be a joy to work

with in Texas.
[Laughter.]
Mr. WELKE. Especially since Rodney's sitting behind us.
[Laughter.]
Mr. WELKE. But this is a report that I received Monday, and

from my review-and we haven't had an opportunity yet, but I just
bring that out as an example.

Mr. OBERSTAR. I think that's something that can be worked on
very constructively. As I said, if the Small Business Administration
could do it to accommodate Main Street America, then surely the
Federal Highway Administration can work with State highway ad-
ministrators to reduce the level of frustration, if not necessarily the
level of categories.

I would like to see your written response to number of categories.
Finally, the question of bridges has come up time and again, but

nothinghas been said about the bridge formula.
Have you State highway administrators been in touch with the

Transportation Research Board, which has done a great deal of



work on updating the bridge formula? And what comments have
you to make about the bridge formula now with calls by the Amer-
ican Trucking Association for longer vehicles, heavier vehicles, long
combination vehicles, shift of axle weights that's happening

I conducted hearings many years ago, along with Bil Clinger
from Pennsylvania, and we hada great many research authorities
on this sub ect testify at those hearings about the bridge formula.
It's sort of dormant since that time.

I'd like to hear your comments about the bridge formula in rela-
tionship to the new trucks, heavier trucks, longer trucks.

Mr. SIEBELS. Thank you. It is a complicated subject, actually, al-
though it is timely. It Is being addressed right now by the AASHTO
Subcommittee on Bridges and Structures. Of course, any decisions
coming opt of that subcommittee would go up through the organi-
zation of AASHTO.

At the meeting in Philadelphia just last month, the bridge engi-
neers reviewed a report from an AASHTO Committee on Domestic
Freight Policy, which recommended adoption of a new bridge for-
mula that was developed by the Texas Transportation Institute,
called the TTI formula.

The bridge engineers, at least tentatively, have recommended
adoption of that formula to replace the current Federal bridge for-
mula B, and what it actually does is it-if that recommen action
were adopted by AASHTO, it would, for the longer trucks with over
seven axles-seven-, eight-, and nine-axle trucks-it would require
those trucks to carry the same load as formula B to be-have a
longer length between axles.

Like I said, that was a report that came out of a Transportation
Research Board back in the ate 1980s, its Special Report 225 from
TRB, and the bridge engineers, at least, have made-have rec-
ommended that formula be adopted. That will be going through to
the AASHTO Board of Directors.

Mr. OBERSTAR. And when do you expect AASHTO to act on this?
Mr. SIEBELS. That would probably go at the AASHTO meeting

this fall, in October, I think it is, in Buffalo, New York.
Mr. OBERSTAR. Very good. Is that document available generally,

or is it a close-held document?
Mr. SLEBELS. Which?
Mr. OBERSTAR. The engineer report, bridge engineer report.
Mr. SIEBELS. The AASHTO document was published 1 think in

1995. It came out of the Domestic Freight Policy Group.
Mr. OBERSTAR. But the one you referred to that was agreed upon

last month.
Mr. SIEBELS. That resolution is still actually being finalized and

sent forward.
Mr. OBERSTAR. Okay.
Mr. SIEBELS. It's actually on my desk right now, so it has not

really been formally-
Mr. OBERSTAR. Could you send me a copy of that when you've

completed your processing of it?
Mr. SIEBELS. That will be submitted to the Standing Committee

of Highways of AASHTO, probably in the next couple of weeks.
Mr. OBERSTAR. I'd very much like to see that.
Mr. SIEBELS. Okay. We'll send you a copy.
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Mr. OBER R. Thank you very much. Thank you, Mr. Chairman.
Mr. PERI. Thank you, gentlemen. We appreciate your testimony

today.
The next panel consists of distinguished former administrators

who will be able to tell us how to do things better, hopefully, con.
sisting of: Mr. John Hassell, former administrator of Federal High-
way Administration; Mr. Howard Yerusalim, former Secretary of
Transportation of the State of Pennsylvania and former president
of the American Association of State Highway and Transportation
Officials- and Gene McCormick, former deputy administrator, Fed-
eral Highway Administration.

Gentlemen, welcome. We appreciate your taking the time to pre-
pare testimony and sharing your experience with this subcommit-
tee.

Mr. Hassell, would you like to begin?
Mr. HASSELL. Sure, Mr. Chairman.

TESTIMONY OF JOHN S. HASSELL, JR., FORMER ADMINIS.
TRATOR, FEDERAL HIGHWAY ADMINISTRATION, U.S. DE.
PARTMENT OF TRANSPORTATION; HOWARD YERUSALIM,
SENIOR VICE PRESIDENT, KCI TECHNOLOGIES, INC, AND
FORMER SECRETARY OF TRANSPORTATION, STATE OF
PENNSYLVANIA, AND FORMER PRESIDENT, AMERICAN AS-
SOCIATION OF STATE HIGHWAY AND TRANSPORTATION OF.
FICIALS; AND GENE MCCORMICK, SENIOR VICE PRESIDENT,
PARSONS BRINCKERHOFF, AND FORMER DEPUTY ADMINIS-
TRATOR, FEDERAL HIGHWAY ADMINISTRATION, U.S. DE-
PARTMENT OF TRANSPORTATION
Mr. HASSELL. Thank you very much. It is a pleasure to be here

before the subcommittee and testify concerning the reauthorization
of the Federal surface transportation program.

As someone who's followed the preparation of Federal authoriza-
tion legislation for highway transportation for over 20 years, I ap-
preciate the difficulty and the magnitude of the task facing the
subcommittee's members.

The subcommittee's upcoming reauthorization of the surface
transportation legislation following the major rewrite of surface
transportation legislation that the 1991 ISTEA Act represents, pro-
vides both the luxury of reflection as well as the opportunity to ad-
just and move the Federal program forward.

This morning I would like to touch on two areas that I feel are
of great importance in your deliberations. The first item deals with
the reauthorization of ISTEA and reflects my experiences with Fed-
eral, State, and local governments as they have attempted to im-
plement this major shift in direction in the Federal highway and
transit programs.

My observations are that the implementation has gone amaz-
ingly smoothly, considering the magnitude of the changes that were
part of ISTEA.

This can be directly attributed to the skill, dedication, and the
positive attitude of all of those involved in learning what was re-
quired under the new act and then working in good faith to put
these requirements into practice.



Progress has not always been smooth nor even, but I feel, from
my observations, that is has gone far better than most expected;
therefore, I feel it would be a serious mistake to try to make major
adjustments at this stage in the basic program structure and proc-
esses.

The steepest part of the learning curve is just now passing.
Change and adaptation in process and substance are just now
being accommodate d, and to shift gears, change direction, or make
major modification in concept at this point would neither serve the
interest of the program nor the users of surface transportation in
this country.

I would point out, however, that the ma'or obstacles to fully as-
similating these new processes has been the lack of funding to pro-
ceed with the necessary research and development of tools to carry
out these programs.

We have not invested in new tools for planning and program de-
velopment in over 20 years, and to expect the tools of the 1950s
and 1960s to adequately serve us as we move into the next century
when it comes to planning, projections of traffic and demand, devel-
opment of consensus to proceed with solutions, or deployment of
ITS solutions to our major facilities is both short-sighted and un-
reasonable.

Even the research on design and construction methodology has
been limited and proceeded in fits and starts such that States and
local governments are challenged to provide even the most fun-
damental improvements to our facilities with the current fiscal en-
vironment and programmatic constraints.

The systems to integrate environmental concerns with environ-
mental constraints, safet demands, and political considerations
simply do not exist, and is testimony to the inventiveness, cre-
ativity, and just plain "we will get it done" determination of State
and local transportation managers that anything occurs.

Even the Federal Highway Administration's significant efforts in
developing the national high way system, which Congress adopted
last year, was challenged by the lack of adequate tools. These
shortcomings became evident even before the Congressional ap-
proval occurred and resulted in Congress requiring a retrofitting of
intermodal connections and other concerns that could not be accom-
modated by the procedures that we have available to us.

In terms of the total program, these investments in planning, re-
search, process development, system design, construction manage-
ment are negligible, but without them tremendous losses occur
both in the time it takes to implement appropriate projects, as well
as the selection of the very projects, themselves, for implementa-
tion.

The second area I. would like to bring to your attention concerns
the overall progress of transportation in the country with, of
course, specific emphasis on our surface transportation systems.

The last 12 months have seen some of the most horrific transpor-
tation accidents that have occurred in most of our lifetimes. One
has to go back to the latter part of the last century and the early
part of this century to find a period when transportation failures
have resulted in the magnitude of disruption, economic loss, and
casualties that we have seen.
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My review of what I can find on these occurrences, from the AM-
TRAK/MARC incident here in Washington, to a series of air traffic
control failures across the country, to the evidence of ever-mount-
ing congestion-related incidents on our highways, is that we have
simply failed to invest enough in our transportation systems to
have them operate efficiently and safely in support of the Nation's
economy and social development as we approach the end of the
20th century.

The Federal Highway Administration and the Federal Transit
Administration have both published studies recently describing the
magnitude of investments, and their data indicate we should be
making more investment in our highway and public transportation
systems.

These investments recommend a minimal level needed to main-
tain current conditions, and I feel that it is shocking that they re-
flect almost a 50 percent increase in our current investment level
merely to obtain the modest goal of not falling further behind and
disinvesting further in our Nation's infrastructure.

I would hope that as this subcommittee and the other commit-
tees of Congress consider the highway and transportation needs of
the Nation, that they will realize and take into account that failure
to invest in our -Nation's transportation system is both shortsighted
and simply inhumane. It denies jobs to many who need the oppor-
tunity to contribute and condemns tens of thousands to lifetimes of
injury as a result of the accidents that occur on our out-of-date, un-
safe systems.

I urge the subcommittee to continue to use its resources to ad-
vance the program at a rate that at least ensures that taxes being
collected from users of the highway and transit systems are put
back into these systems and not continued to be held for other pur-
poses, as worthy as these purposes might be, for in the long term
it is the investment in our Nation's transportation infrastructure
that will ensure our national security, expand economic oppor-
tunity, and contribute to our social welfare.

Mr. Chairman, again let me thank you for the opportunity to ap-
pear before you, and I will be pleased to respond to any questions
you or the Members might have at the appropriate time.

Thank you.
Mr. PETRi. Thank you.
Mr. Yerusalim?
Mr. YERUSALIM. Thank you, Mr. Chairman. It's a pleasure to be

invited to be here this morning.
I want to thank you for being the keynote speaker during my

term as president of AASHTO. That was a very good speech and
we greatly enjoyed it.

I'm Howard Yerusalim. From the middle of January, 1995, to the
present I've been a senior vice president with KCI Technologies, In-
corporated, which is a full-service environmental and engineering
firm. Before that I spent 27 years with the Pennsylvania Depart-
ment of Transportation, 8 years as Secretary of Transportation,
and from October, 1993, to November, 1994, 1 was president of
AASHTO.
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Let me stress that I am not representing the Commonwealth of
Pennsylvania, neither their excellent Secretary, Brad Mallory, nor
their Governor, a former Member of your Body.

With those brief introductory remarks, let me get to today's sub-
ject. Ill cover interstate maintenance, the national highway sys-
tem, and the bridge system in the country and Pennsylvania, as
well as transit.

ISTEA was a great start. I believe strongly that any reauthoriza-
tion should build upon ISTEA and not start over.

ISTEA changed the way we do business. There is much greater
public involvement; much greater involvement of MPOs and cities,
even though some of them might not believe that that is true; flexi-
ble funding, the ability to move funding from one highway category
to another, or from highway to transit, is allowed; congestion miti-
gation/air quality funds; as well as transportation enhancement
funds were new to surface transportation legislation.

Also, ISTEA reduced the number of categories, but Ill talk a lit-
tle bit more about that later.

ISTEA, followed by the national highway system legislation, is
perhaps the most important two pieces of legislation in many,
many years-as you know, 159,000-mile system, 4 percent of the
road mileage, 40 percent of the vehicle miles, and 70 percent of the
commercial traffic.

The NHS promotes intermodal ties to ports, rails, traffic termi-
nals, airports, and mass transit stations. It concentrates the fund-
ing on the most important roads. It links cities not linked by the
Interstate System together, and it links States together through its
connectivity.

Let me turn to the issues, as I see them. Reauthorization should
address these issues.

First, funding: I strongly support H.R. 842 to take the trust
funds off budget. There is just not enough funding for highways,
bridges, or transit, and that's enumerated in my written testimony
so I won't repeat those numbers.

Nationally, 118,000 of the 575,000 bridges over 20 foot in span
are structurally obsolete; 3,700 bridges on the Interstate System
are obsolete. USDOT says $78 billion would be required to correct
all the bridge deficiencies, compared to about $3 billion that is
spent each and every year.

The second issue is formulas. This is a very, very difficult topic.
I've tried to correct it in Pennsylvania with a maintenance formula
we have for our 67 counties. The problem is, whenever you have
winners you have losers, and the only way that I see to really cor-
rect formulas is to have a lot more money in the program and then
everyone can be a winner. Short of that, that's going to be a very
difficult issue and it's going to have to be addressed.

MPO expectations were pretty high. I heard in many, may meet-
ings that the MPOs now controlled everything and the States
would take a back seat. That may be true, except in Pennsylvania
we have 14 MPOs and we have the largest rural population in the
country. Now, we have a pie of money that's only so big, and it
might be equated to a 16-inch pizza. The problem is, each of our
14 MPOs thought it was a 32-inch pizza and each one of them
thought that they were being short-changed, and the buck had to
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stop somewhere, and it had to stop at the State, because somehow
the total program had to be fiscally constrained.

However, let me say that I do not recommend further allocations
to cities, the MPOs, because I'm concerned that will take away the
flexibility that is so needed to complete our transportation program
and continue it.

The fourth is flexible funding. Flexible funding is a great idea,
but there is not enough money for highways, there is not enough
money for bridges, and there is not enough money for transit.

In Pennsylvania we transferred 40 percent of our bridge funding
to the NHS and STP categories each year while I was Secretary,
and I understand it went up to 50 percent this year.

We also transferred $200 billion [sic] in Title 1 funds-which my
transit friends get very upset when I say "highway funds" to tran-
sit--$200 billion was transferred to transit in early 1995 while I
was still Secretary of Transportation, but to believe that the flexi-
bility provisions of the Surface Transportation Act, ISTEA, are
enough to solve the transit problem is just not valid. There is not
enough money for the highways and bridges, alone.

Let me just say in closing, ISTEA and NHS legislation were
major breakthroughs, and the reauthorization will take a major ef-
fort, but I believe it should be built on ISTEA and not started over.

Thank you.
Mr. PETRI. Thank you, Mr. Yerusalim.
Mr. McCormick?
Mr. MCCORMICK. Thank you, Mr. Chairman, and good morning,

Mr. Chairman and members of the committee. My name is Gene
McCormick. I'm with Parsons Brinckerhoff, and I, too, truly appre-
ciate the opportunity to join the subcommittee this morning and
share thoughts as you look at reauthorizing of so-called ISTEA.

Parsons Brinckerhoff is our Nation's largest transportation engi-
neering firm. I will reflect my own personal viewpoint and that of
my firm, but also draw upon my past experience in the community
that includes 25 years with a State DOT and also with the Federal
Highway Administration in the 1989 to 1993 time frame.

Incidentally, during that time frame in ISTEA I had the good for-
tune of working with many of you currently on the subcommittee
and the full committee, and I look back at those years and I say
that truly was one of the most personally rewarding efforts in my
mind, so it's good to see some very familiar faces from the past, as
always.

Interstate commerce is bedded in our Nation's Constitution. Our
Nation's surface transportation system and the highway system
manifest interstate commerce, and I believe there were six ele-
ments of ISTEA that were particularly important as we look to the
21st century and our surface transportation system.

Number one: the national highway system, itself. Of course, Con-
gress actually designated the system last fall. To see that system
in place and to serve as our bedrock I think is key to the future.

Secondly, ISTEA recognized the true intermodal movement of
people and goods on our surface transportation system, and day in
and day out I think we see new attention and focus given to that
true intermodal spirit, as espoused by ISTEA.
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Increased flexibility: yes, ISTEA did bring increased flexibility,
perhaps not to the eyes of all beholders, but at least a step in that
direction, and I, too, will touch more upon that in a moment.

ISTEA created a situation that nurtures a relationship between
the private sector and the public sector. The NHS enactment bill
of last fall-certainly takes another step in that direction. I believe
that serves us collectively well in the long term.

Yes, ISTEA did create more comprehensive transportation plan-
ning requirements, but I would suggest that it was all in an effort
to assure sound investment decision-making, and in my judgment
it serves us well.

Lastly, ISTEA provided, I believe, a renewed leadership at the
Federal level in terms of research, and I believe that, too, is impor-
tant for our future.

So as we look at reauthorization, I believe the continuation of
those six components is absolutely essential, and the NHS is clear-
ly the bedrock, in my mind.

We've heard that later this month we celebrate the 40th anniver-
sary of the Interstate System, certainly a remarkable accomplish-
ment. I would also suggest that how that Interstate System came
to be today, the highway trust fund, the creation of credibility with
the users of our system, and the investment of those revenues in
our system is absolutely essential as we look to the future.

Another element of the national highway system which you will
be looking at later this year is the recently-submitted NHS connec-
tors. Those are the connectors that truly do inter-link and make
the national highway system a part of a true intermodal, overall
system-a very key step.

Safety-we haven't talked about safety much. I would put safety
in the context of the Interstate System and view what we have
done in this country in terms of the accident rate on our highway
system.

The fatality rate today is roughly half of what it was 20 years
ago on our highway system-remarkable accomplishment-but we
still kill 40,000 Americans each year on our highway system, the
equivalent of the airliner crash in the Everglades, that tragedy,
each and every day on our highways.

We can't lose sight of safety in the future, and if we look at the
safety benefits that have been brought to us by the Interstate Sys-
tem, we save at least 5,000 lives a year on the Interstate System.
That should serve the impetus as we look at the future of our
transportation system.

Flexibility-we've heard flexibility brought up a couple of times
this morning. I would only suggest that the sub-allocation factors
in the current categories of the program are, in my judgment, too
stratified, do create too many constraints to nurture true flexibility.

Bridges--I believe there should be a continued stand-alone
bridge program. I think the comments that Congressman Horn
made earlier this morning in terms of the formula and how you in-
tegrate bridge factors in an overall formula were very, very legiti-
mate concerns.

Bridges are costly. Bridges have a particular relevance to safety.
I believe they are worthy of a special bridge category.



Actually, one of my frustrations with ISTEA the way it cul-
minated in the end was what I considered to be an inadequate dis-
cretionary bridge program. It's at very minimal levels today in

terms of its funding. I think there is good cause to consider actu-
ally increasing the funding for a discretionary bridge program that
funds extremely high-cost bridges throughout our highway system.

I would close by recognizing the challenges that you al on this

subcommittee face, as on the one hand you look at the Department
of Transportation's 1995 condition and performance report that
suggests we've got to increase our investment level 50 percent in
our highway system if we're going to hold our own; it also suggests
we've got to double our investments if we're going to make inroads
to the backlog-that challenge, on one hand, and the challenge of
continued constraints and judicious use of Federal funding, on the
other.

Yet, I would also suggest that the heritage and tradition of this
subcommittee and your full committee will serve us well in the
long term.

On behalf of Parsons Brinckerhoff, we stand ready to help in
partnership any way we can as you proceed with your reauthoriza-
tion considerations next year.

Thank you very much, Mr. Chairman.
Mr. PETRI. Gentlemen, thank you all.
Mr. Rahall.
Mr. RAHALL. Thank you, Mr. Chairman.
I heard two of the three panelists. I apologize for missing the

first. But if I understood correctly, the basic thrust of all three is
to keep ISTEA as it is, that it is working, the innovative and flexi-
ble provisions that we provided in ISTEA should be given more
time to work their will, and with perhaps some minor criticisms
about the MPOs, etc., that the basic structure-we should stay the
course.

Is that accurate?
Mr. McCORMICK. Yes.
Mr. YERuSALIM. Yes, Mr. Rahall.
Mr. HASSELL. Yes, it is.
Mr. RAHALL. All three in agreement. Fine. Let me ask you, Mr.

McCormick, because you touched upon the issue of safety, I'd like
to ask if you could expand perhaps on some of the specific elements
of the highway safety program.

Let me give you an example. Highway grade crossings are ir. the
news these days. Is this an effective program? If so, or if not, what
needs to be done?

Mr. MCCORMICK. In my judgment, yes, it is an effective program.
If I remember my numbers correctly, we have 600 to 700 fatalities
a year at highway grade crossings, and I believe the opportunities
to bring technology to bear in terms of further ways to improve the

safety at those highway grade crossings should continue to be an
effort.

I realize full well that DOT, I believe, has a task force working
on that issue, as well.

So yes, hi hway grade crossings, in my judgment, are a very sen-
sitive part of our rural highway system.

Mr. AHALL. Do either of the other two wish to comment?
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Mr. HASSELL. I think technology has a lot to assist us with in
the highway grade crossing area, and we're just now entering an
era where it can really have some major payoffs.

I'm looking forward to seeing what the Administration's review
comes out with, because I think there is some new technoloy-the
ITS research work that has gone on that can be very applicable
there.

Mr. YERUSALIM. I also agree. I can remember taking a vacation
in Connecticut. I was in a townhouse right along the rail corridor
there, and they were trying to separate the rail from the highways,
and they were having all kinds of problems with the local people
who didn't want that because of the provisions for pedestrians with
disabilities business the ramps got so long that they were fighting
over that issue. It turned out to be more than just a bridge.

But I saw the trains that went along that northeast corridor sit-
ting out on a porch we had there, and I know it's needed, and I
know in Pennsylvania it's needed. There just are too many acci-
dents that occur at rail highway crossings.

Mr. RAHALL. Thank you, gentlemen.
Mr. PETRI. Mr. Poshard, any questions?
Mr. PoSHARD. Thank you, Mr. Chairman. I just got back to town,

so I missed most of the testimony already this morning, but I
would like to ask unanimous consent to submit an opening state-
ment for the record.

Mr. PETRI. Without objection.
[Mr. Poshard's prepared statement follows:]



SUBCOMMITTEE ON SURFACE TRANSPORTATION

HEARING ON ISTEA REAUTHORIZATION, MAINTAINING ADEQUATE
INFRASTRUCTURE: THE INTERSTATE MAINTENANCE, NATIONAL HIGHWAY

SYSTEM, BRIDGE AND REIMBURSEMENT PROGRAMS

Opening Statement of Congressman Glenn Poshard

June 5, 1996

Mr. Chairman, tiank you for holding this session in our series of hearings on the
important topic of ISTEA reauthorization. As we all know, the maintenance of our highways
and bridges are vital to the safety of all who use them, as well as a key component of our
economic system. These needs are especially great in our country's rural sections. Hence,
it is imperative that we ensure sufficient funding in this area well into the next century.

Mr. Chairman, I appreciate your leadership towards this goal. I would also like to
acknowledge the efforts of the ranking minority member, who has worked tirelessly on
behalf of this cause. I look forward to the testimony of our witnesses, and I thank them for
their time and expertise.
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Mr. POSHARD. And I'd say to my dear friend, Gene McCormick-
I think Gene and I came to this town together several years ago.
One of the best transportation minds in the country, I think.

Gene, on page three of your written testimony you say that
"interstate maintenance must continue to be a key objective in the
NHS program and it appears clear that State DOTs will exercise
appropriate judgment in allocating resources. Among the array,
NHS needs to assure the protection of past investments in the
Interstate System. A separate program element is not required."

To what were you referring there?
Mr. MCCORMICK. The question on the table being, the way I in-

terpreted it: should the NHS category actually be broken into two
components, one for interstate, one for the balance of the interstate
maintenance, one for the balance of the NHS?

I was simply suggesting that I believe there is a consciousness
level that exists at State DOTs that would assure the ample invest-
ment in the Interstate System; therefore, there did not need to be
a sub-allocation within that category.

And we heard the testimony earlier this morning that each State
DOT must also today have an annual certification process with the
Federal Highway Administration that says yes, we're making the
appropriate investment.

So that, Congressman Poshard, was the intent of the statement.
Mr. POSHARD. Would that be-I'm just asking here, thinking of

our State of Illinois, for instance. In your following comments you
talk about the Federal program recognizing the need for continued
funding support for local arterial roads, State roads, etc., local
roads. Is that sufficiently left to the discretion of the State DOT
Departments also, in your mind, or should we have a little more
guidance along those lines out here?

Mr. McCoRMICK I believe the Federal program today creates a
framework, both in the rural areas and in the metropolitan areas,
that allows hopefully a spirit of collaboration and cooperation to
exist between the State and local governments, and therefore I
would hope that Congress could continue to refine that framework
to assure that happens, but the bottom line is, it's got to happen
out there. I guess that was the concept.

Mr. YERUSALIM. I wish to add to the response to that.
Different States have different roadway systems. For example, in

Pennsylvania just about all the major roads are the responsibility
of the Pennsylvania Department of Transportation. That's not the
same as other States.

For example, Maryland, New Jersey, and all of New England
aren't responsible for as many State Highways as the Pennsylvania
Department of Transportation is.

So when you set specific factors, even in the bridge formula, 15
percent for off-system bridges, we've had problems since the very
egnning spending that 15 percent on off-system bridges. Part of

it has to do with the municip alities learning the Federal system-
and we want to try and simplify that-but part of it has to do with
maybe 15 percent is correct or one State, but maybe it's not correct
for another State.

Now, there is a large portion that can go either on or off system.
That does try and correct for that.



55

Also, with respect to the categories, one thing I didn't say in my
testimony that agrees with Mr. McCormick's testimony, is there
are too many sub-allocations. In the STP category, alone, there are
eight sub-alocations.

So when we talk about less categories, there are less categories,
but when you add in all the sub-allocations, I'm not sure it's less.

At one of these hearings I actually held up a paper that showed
all the categories were taller than I was. Now, I'm not very tall,
but that's still an awful lot of categories.

Mr. PoSHARD. Thank you. Thank you, Mr. Chairman.
Mr. PETRI. Thank you. I have one question for all the panelists,

and that is: do you believe there could be a point where the pro-
ram is too flexible and that our national focus would be lost, or
do you think we should strive in the direction of flexibility and for-
get about national focus?

Mr. McCoRMIcK. Don't forget about national focus. In my Judg-
ment, the national highway system must be the particular focus,
but I don't think it needs to be the exclusive focus.

I guess I believe very fundamentally that our highway system
does serve interstate commerce, and it is through the Federal aid
highway program that that Federal role can and should be pre-
served, but that doesn't mean that there doesn't need to be supple-
mental, companion programs to supplement that.

I would think-and I know there are some that advocate elimi-
nation of the Federal program. In my judgment, that would be the
worst set-back we've seen in our history of our transportation sys-
tem in this country.

Mr. YERUSALIM. I would agree with the comments that Gene
made, although I believe there should be some flexibility because
each State, together with their MPOs, can make those decisions as
to whether it's appropriate for them to transfer funds from one cat-
egory to another, but the emphasis has to come at the Federal
leve. I think that's very important.

Mr. HASSELL. I think the subcommittee should be very careful to
keep a national focus to the program. The history of the program
shows, as it evolved, that it was maintaining that national-attain-
ing that national focus that brought us to the level of surface trans-
portation we enjoy today.

I think it would be very dangerous to loose a major focus on the
NHS system, and even on the Interstate System, itself.

There are situations that require exceptions to that. We are not
perfect in the way we find our emphasis from time to time. But I
think it's absolutely critical that a Federal focus be maintained,
and that it be on a Federal subset such as the NHS.

Mr. PETRI. Gentlemen, thank you very much for your testimony.
The fourth panel today consists of: Mr Jesse L. White, Jr., Fed-

eral co-chairman of the Appalachian Regional Commission; Mr.
Fred VanKirk, Secretary/Commissioner of the West Virginia De-
partment of Transportation; Tom Walker, executive director of the
Wisconsin Road Builders Association; and Mr. John McQuaid, the
president, Intermodal Association of North America.

Gentlemen, welcome. I think you know the drill by now. Your
statements will be made a part of the record, and we invite you to
summarize them.

37-734 97-3
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Who is going to begin? Mr. White?

TESTIMONY OF JESSE L. WHITE, JR., FEDERAL CO-CHAIRMAN,
APPALACHIAN REGIONAL COMMISSION; FRED VANKIRK,
SECRETARY/COMMISSIONER, WEST VIRGINIA DEPARTMENT
OF TRANSPORTATION; THOMAS WALKER, EXECUTIVE DI-
RECTOR, WISCONSIN ROAD BUILDERS ASSOCIATION; AND
JOHN A. MCQUAID, PRESIDENT, INTERMODAL ASSOCIATION
OF NORTH AMERICA
Mr. WHITE. Thank you, Mr. Chairman and Ranking Member Ra-

hall, members of the committee. I'm delighted to have the oppor-
tunity to speak to the committee this morning about the impor-
tance of the Appalachian development highway system, not only
from the point of view of the 399 counties that comprise the Appa-
lachian region, but also we feel to the Nation.

I'm also pleased to be joined today by Fred VanKirk, represent-
ing the State co-chairmen of the ARC. As most of you know, we
have a unique structure in that the Commission consists of the
Federal member and the 13 Governors, and we share power, deci-
sion-making power. The State co-chairman this year is Governor
Caperton of West Virginia, and Mr. VanKirk has been the highway
commissioner there, I think, for many years and is one, of the out-
standing highway commissioners in our region.

This is particularly important to us today because of the reau-
thorization of ISTEA, which we think is very important to our
highway system.

As most of you know, highways have always been a central part
of the strategy to develop Appalachia. When President Kennedy ap-
pointed the President's Appalachian Regional Commission in the
early 1960s, the opening ine of the report back to the President
and the Congress was this haunting sentence. It says, "We find
that Appalachia is a region apart, both geographically and statis-
tically," and it went ahead to paint a picture oF a region that was
really left behind and disconnected to the American economy.

So when Congress authorized the Appalachian Regional Commis-
sion in 1965, it created at the heart of that program what became
a 3,000-mile highway system that would connect our Appalachian
communities to the mainstream of the American economy.

It also created another part of our program, which works on com-
munity and economic development, but the central feature was our
highway system.

Indeed, about two-thirds of the money appropriated by Congress
over our 30-year history, about $4.6 billion has gone into the build-
in of our highway system.

Tnhe ARC also created-the Congress created this unique Federal/
State partnership, and, in fact, the Governors and the Federal co-
chairmen jointly have designated the 26 corridors, which cover all
of West Virginia and parts of the 12 other States that comprise the
Commission.

It's interesting that the reason Appalachia was disconnected with
the American economy was because the road system was so poor
there and the fact that the interstates had bypassed the moun-
tains, and so Congress declared that the Appalachian development
highway system would be a little different from other road pro-
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grams In that it was going to be an economic development system,
withthe idea to bring jobs and economic development to this re-
gion, and then the passengers and so forth would follow along.

The Governors and I are still committed very strongly to this sys-
tem. In fact, in the strategic plan for the future that the 13 Gov-
ernors and I unanimously adopted i February of this ear, we, call
for 90 percent of that system to be open to traffic in the next dec-
ade.

Currently about 72 percent of our 3,025-mile system is open to
traffic, another 4 percent is under construction, so 76 percent or
2,298 miles are either open or soon will be. Of our 26 corridors, five
have been completed and, thanks to the Congress, all but about
240 miles of our system is now on the national highway system.

The truth of the matter is, Congress' vision 31 years ago was ab-
solutely right: the Appalachian development highway system has,
in fact, worked; it has, in fact, brought jobs; it has brought eco-
nomic prosperity to a region that had for so long been isolated and
left behind.

There have been three major studies that document this, one in
1981, which looked at the first 15 years of the system and found
that over 230,000 manufacturing jobs had been created in 916 new
plants along the corridors.

A study in 1987, which looked at the ensuing 6 years, said that
80 percent of all new jobs created in the Appalachian counties were
in counties with a major highway, compared to 20 percent in the
other counties, a four-to-one ratio.

And a study published last year in the "American Planning Asso-
ciation Journal," the so-called 'Twin County Study," which looked
at the Appalachian counties compared to statistical twins, found
that the ARC counties had highly out-performed the others, in
large measure based on the highway system.

In terms of the future, Mr. Chairman, we have 727 miles yet to
be built. Unfortunately, they are some of the most expensive miles,
some of the most difficult terrain, in many cases cutting down a
mountain to put a road through it. In some cases the average cost
per mile is $22 million.

A 1992 cost-to-complete estimate said that that would probably
cost about $5.6 billion, of which the Federal share would be $4.5
billion, so almost as much to finish the other 25 percent as we
spent on the first 75 percent. Of course, inflation and so forth has
also been galloping along in the last 30 years.

We are now launched on a new study to finalize and formalize
a cost-to-complete estimate, and then we'll be working with our
highway commissioners, Fred and his colleagues, and with the 13
Governors to establish priorities for finishing the system.

Congress currently appropriates us about $100 million a year to
work on these roads from our appropriations. Of course, there is
money also that has been made available from ISTEA and the Fed-
eral Highway Administration, but certainly at our appropriated
levels you can see that this promise made to the people of A ppa-
lachia 30 years ago would be a long time in coming at the $100
million a year level.

So we consider the reauthorization of this act crucial to the peo-
ple of our region, to the communities of our region, and, indeed, to
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the prosperity of the Nation as we try to make Appalachia a con-
tributor to the national resources rather than a drain on it.

We can hopefully come to Congress some day, Mr. Chairman,
and say that Appalachia is at the table of the American economy
and our particular special assistance is no longer needed. Tha
you very much.

Mr. PETRI. Thank you.
Mr. VanKirk?
Mr. VANKIRK. Thank you very much, Mr. Chairman, Congress-

man Rahall, and members of the subcommittee.
I am Fred VanKirk. I am the Secretary of Transportation and

Commissioner of Highways for the State of West Virginia.
It is, indeed, an honor for me to appear before the subcommittee

to express support for the Appalachian development highway sys-
tem as you consider reauthorization of ISTEA.

Mr. White has covered some of the major statistics and overview
of the Appalachian program, and I won't try to repeat that. My
written statement has been submitted, and I'll attempt to summa-
rize that just very briefly.

The Appalachian Regional Commission, of course, was born back
in 1965 in the days of the great society, and in 1963 and 1964 1
can remember I was a somewhat younger gopher back in the Divi-
sion of Highways, and I worked very closely with President John-
son's Blue Ribbon Commission in putting together a dream for Ap-
palachia and the State of West Virginia.

That dream turned out to be the Appalachian Regional Develop-
ment Act of 1965 and the birth of the Appalachian development
highway system.

Over the last 30-odd years, I have been able to witness the
growth of that highway system, and, as has been said here on sev-
eral occasions today, overall the system is about three-quarters
completed.

In the State of West Virginia, we have completed 304 out of the
425 miles that were allocated to our State. We have-completed or
have under construction four of the six corridors. The final two cor-
ridors or segments of those corridors, we now have the environ-
mental studies being updated and we'll be able to start construc-
tion on those very soon.

We have found, through experience, since the mid 1960s that the
Appalachian program in our State, as well as region-wide, has re-
duced traffic accidents by as much as 40 percent when you compare
these modem highways to existing roads that we had.

Travel time has been reduced tremendously, and that has trans-
lated into better access and the end to the physical isolation that
we have suffered in Appalachia because of our mountainous ter-
raia.

We have found that jobs are created very near to where these
modern highways are constructed, and our research shows even
further-this was done at West Virginia University-that the pat-
terns for economic growth first occurs near existing population cen-
ters, and then it expands to the under-developed rural areas of a
region, and that bodes very well for the original intent of the Appa-
lachian highway program.

We see that happening every day in our State.
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Most of the Appalachian highway system, as has already been
mentioned today, has been included in the national highway sys-
tem. In West Virginia, all of the Appalachian system is included
into the national highway system. That verifies the national signifi-
cance of these facilities as being principal arterial highways serving
our Nation.

Several folks here today, including Administrator Slater, have
talked to us about the importance of the national highway system.

I would recommend that the committee consider alternative
sources for funding of the Appalachian highway program as you
consider reauthorization of ISTEA. I would ask you to consider the
history of the Appalachian program. It dates back to 1965. I would
ask you to consider that the system is nearly three-quarters com-
plete. I would ask you to consider that the contribution that com-
pletion of this system can make to the region, as well as to the na-
tional economy, would be a m jor concern.

I believe this could very well be done quite easily by simply ac-
celerating completion of the Appalachian program which is, as we
said, a major part of the national highway system.

In closing, just let me say in the last 31 years in the Appalachian
region much has been done. Many things have changed from a so-
cial and an economic standpoint, and they are changing even more.

I can speak for the State of West Virginia that we have come a
long way, and we are now in a position, as Mr. White said, that
we no longer have to come here with our hand out and say simply,
"Help us." We are now to the point where we can start helping our-
selves, to a great extent. We're willing to do that, and we're anx-
ious to do so.

The unfortunate part of it is that when it comes to building high-
ways we cannot do that alone with our State resources.

Again, Rodney Slater referred a little bit earlier to what Presi-
dent Eisenhower said back in the 1950s, that the interstate high-
way system would change the face of America. I can tell you that
the same thing is happening in Appalachia. The Appalachian de-
velopment highway system and some other highways are changing
the face of Appalachia.

I would ask Kou, as the United States Congress, to continue to
adequately fun the program and to put some emphasis on the Ap-
palachian highway system, and by doing that you can help us help
ourselves in Appalachian.

We're willing to do that, and we have the State resources to fund
our proportionate share of that program.

Thank you, Mr. Chairman.
Mr. PETm. Thank you.
Mr. Walker?
Mr. WALKER. Thank you very much, Mr. Chairman.
I very much appreciate the generous invitation from the commit-

tee to come and testify today.
My subject matter is fairly focused. I am here today to lay out

some compelling reasons why we believe that Congress should fold
the categorical bridge program into two larger, broad, national pro-
grams, one funding the new national highway system and the other
remaining State and local highway and-bridge needs.
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We really do believe that a continuing high level of national
bridge investment is, in fact, absolutely justified and critical to
maintaining safe mobility, but we believe just as strongly that by
doing this through a categorical bridge program we are creating a
major disincentive for State and local fiscal responsibility, and fur-
ther we're creating serious program management and equity prob-
lems.

Each State and metropolitan area is unique. The Statewide and
metropolitan planning processes that ISTEA strengthened are, in
fact, the best location to develop long-term infrastructure manage-
ment strategies that allocate resources among competing infra-
structure priorities.

Most States are voluntarily developing customized management
systems, as we heard today. By integrating them, States will actu-
ally be able to optimize investments in roadway reconstruction and
rehabilitation, bridge replacement, safety, and capacity.

Each State's mix will, by necessity, be different. That is precisely
why we believe it is very important that Congress terminate off-
the-top funding decisions that try to pre-judge what level of invest-
ment in bridges, pavements, and even enhancements is appro-
priate.

In its infancy, a categorical bridge program was no doubt the
right Congressional decision. It took a number of years to develop
within State DOTs the kind of expertise needed to professionally
manage a long-term bridge investment strategy. That goal is large-
ly accomplished. States no longer need funding restrictions to as-
sure that they will make wise decisions in meeting bridge needs.

What they do need is the flexibility to achieve State-set perform-
ance standards and State-developed management strategies.

What then are the problems that we see with the current cat-
egorical program?

Number one, the bridge inventory includes so much subjectivity
and variability in bridge rating, especially among the States, that
the GAO has repeatedly questioned its accuracy and validity for
the purpose of funding allocation.

In an era of limited staff and financial resources, States are plac-
ing their highest priority on safety in bridge inspections rather
than cross-checks to ensure consistency in paperwork reports. This
should absolutely invalidate use of the national bridge inventory to
allocate resources among States.

Number two, a formula that rewards deficiencies with additional
external funding acts as an incentive to postpone maintenance and
rehabilitation to maximize replacement costs and maximize a
State's share of Federal bridge funds.

In short, a State is Pefialized for any actions it takes to address
bridge needs prospectively through long-term quality maintenance,
or after the needs have developed through supplemental invest-
ments, or both.

States like Wisconsin that have invested to improve bridge safety
and commercial access are now being Pefialized for that effort.

Percent of national bridge apportionments and allocations to Wis-consin has shrunk dramatically since 1982 from about 2.3 percent
of the national total to about 1 percent today. This is equivalent



to Wisconsin now getting back about a $0.50 return on the bridge
program.

A critical question that we continually have to face in Wisconsin
is whether we or other States will eventually be discouraged from
doing what we should be doing, which is making justified bridge in-
vestments, because of that economic Pefialty.

One potential solution is to change the bridge formula from one
based on bridge-specific condition assessments to one based on ge-
neric long-term measures of bridge needs.

A good candidate might blend each State's share of bridge square
footage with each State's share of diesel fuel consumption. The first
factor roughly correlates with the extensiveness ot bridge needs,
while the second roughly correlates with projected loaings and
needed structural capacity.

We believe that a far better solution is to integrate bridge eligi-
bility into broad national programs.

Number three, by including square footage costs in the formula,
States with more efficient bridge construction programs and lower
local unit costs are Pefialized in favor of States with higher cost
structures.

Most public policy analysts argue that Government programs
should not chase costs but be structured to reward efficiency.

What this policy does, I believe, is to fail to make the critical dis-
tinction between needs and costs. By defining needs in terms of
cost, a high-cost environment is protected from pressures to match
costs, and a low-cost environment Pefialized.

Number four, in recent years; Congress has enacted greater flexi-
bility, allowing States to transfer bridge funds to other highway
programs. As a result, States capture bridge funding based on
need, and then can turn around and use it for some other priority.
That State will then capture another full share of bridge funding
the following year because there has been little reduction in its in-
ventory.

While State flexibility and needs-driven programs are potential
rational policies in isolation, the problem arises when you combine
them.

Using flexibility is exactly what those States should be doing-
prioritizing their needs. The only thing wrong is that they are get-
ting extra funds another State is not in the name of bridge needs,
and then turning around and using them to meet those other
needs.

Five, a me'or underlying assumption justifying a separate bridge
program is that additional Federal funding directed at bridges will
actually increase State bridge spending and improve bridge condi-
tions. In many cases, additional Federal bridge funding might sim-
ply cause a shift of Federal or State funds now allocated to bridges
to other State or local highway priorities.

It almost seems counter-intuitive, but perhaps the easiest way
you can think about is that from a State's perspective we look at
all our funds as a single decision. State legislature determines how
much it ought to spend, given limited resources, on highways, on
bridges, highway capacity, pavement rehabilitation. The only thing
that really matters is how much total funding is available.
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If, in fact, Conress were to substantially increase bridge funding
to Wisconsin without increasing overall funding, Wisconsin would
simply shift the money around in its budget and still do exactly the
same program, because the total funding availability hasn't
changed.

And if Congress were to increase the overall level of funding for
Wisconsin by increasing the bridge program, Wisconsin may or
may not spend that increased funding in bridges because it still
has the flexibility to back out of the bridge program. The State
funds are there. Put the new Federal funds in there and then use
the excess money for some other priority.

Finally, I think it's important to emphasize strongly that the
problems that are inherent in the bridge formula are, in fact, one
of the major causes of the equity problem that the committee is
going to have to wrestle with in the reauthorization. .

If you think hard about eliminating this as a separate categorical
program and instead integrating it into the NHS and STP pro-
grams, I think you'll go a long way toward resolving the equity
problem.

For too long Congress has tried to look at the equity issue and
solve it to adjustments after programs are set. We think that the
real solution lies in fundamental program restructuring.

This will do two important things: one, it will help focus decision-
making at the State and local level where priorities can best be set;
and, second, it will make it much easier for you to devise formulas
that are fundamentally fair, precisely because they are decoupled
from system mileage decisions and needs analysis that can be ma-
nipulated. Including either will inevitably distort rational State de-
cision-making.

Thank you very much. I'll be pleased to answer questions later.
Mr. PETRI. Thank you.
Mr McQuaid?
Mr. MCQUAID. Thank you, Mr. Chairman.
I appreciate the opportunity to appear today on behalf of the

Intermodal Association of North America to share our views as
art of this comprehensive hearing leading up to reauthorization of
STEA.

Many of 1ANA members are the ultimate customers, I think, of
the road builders and government representatives who have been
testifying here today.

At the outset I want to commend the subcommittee and the Con-
gress on its enactment last fall of legislation designating the NHS.
This important measure was mandated by ISTEA, and its enact-
ment was an important declaration of the Congress' commitment to
creating a highway network that meets our future needs to move
people and goods.

The NHS, along with the world's best railroad system, modem
container port facilities, and growing air cargo capabilities, makes
this Nation's incomparable freight intermodal network a network
whose continued efficiency is critical to the competitiveness of U.S.
producers both at home and abroad.

My comments today, Mr. Chairman, will focus on an often over-
looked but vitally important aspect of the NHS network, one that
recently has been the subject of a report from Secretary Pefia, De-



63

partment of Transportation, to the Congress. It involves the matter
of identifying and recommending to the Congress so-called "inter-
modal connectors" to the NHS system, a requirement that was in-
cluded in the NHS bill with the strong involvement and active sup-
port of an IANA-led coalition of diverse freight interests.

Secretary Pefla's report contains a list of intermodal connectors
for inclusion in the NHS, as mandated by Congress. I have a copy
of it here. You may have seen it. It's a fairly substantial filing.

The list of connectors was developed by DOT in cooperation with
the States and metropolitan planning organizations based on

FHWA guidelines that were issued in April of 1995 and revised
last August.

While IANA and other association members of the Connectors
Coalition have not yet had an opportunity to review the Secretary's
report in detail, a cursory review of the list is encouraging. It re-
veals that the list contains substantially more connectors than was
suggested last fall by the DOT in an inventory of illustrative facili-
ties that was sent to the Congress as part of its NHS proposal.

The DOT's latest list includes connections totaling approximately
1,925 miles of roads and arterials, connecting to more than 1,250
major terminals, both passenger and freight.

By comparison, the NHS adopted last fall included connections
to only 148 intermodal passenger and freight terminals.

I might add too, Mr. Chairman, that at least my review of the
list shows that there were 30 intermodal connectors included from
the State of Wisconsin, totaling about 87 miles of roadway, and
also nine intermodal terminals designated by the State of West Vir-
ginia, with a total of 23 road miles.

We will closely review the connectors list and advise the DOT
and Congress further of any significant omissions that might be
discovered.

The miles of roads comprising critical freight intermodal connec-
tors is not significant when compared to the overall size of the
NHS; however, the recent efforts to identify-major intermodal
freight facilities using the DOT's guidelines will allow the States
and MPOs to work together with other public and private interests
in establishing the best intermodal connector routes.

This, in turn, will lead to investment to alleviate bottlenecks in
the system by improving vertical clearances, road dimensions,
signage and signaling, and safety enhancement such as grade
crossing advancements, and fostering more efficient truck move-
ments.

An investment in improving intermodal connectors in most cases
is not a big-dollar item. When compared with the cost of building
or rebuilding a mile of highway, an investment in improving a
route connecting a terminal with the NHS can be a bargain, deliv-
ering an impressive return on investment.

Given the importance of goods movement to the competitiveness
of U.S. producers, such an investment in enhancing efficiency, in
our view, is essential.

In 1995, for the second year in a row, the Nation's railroads
transported more than eight million containers and trailers
throughout the U.S. The Nation's top 15 container ports, mean-
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while, handled more than 18 million TEUs of freight. A TEU is the
equivalent of one 20-foot container.

These statistics helped frame the significance of the Nation's
freight intermodal network, and since most containers and trailers
spend at least a portion of their journey between origin and des-
tination on the highway, the importance of efficient freight inter-
modal connectors is self-evident.

Mr. Chairman, while transportation planning is not the focal
point of these hearings, it is important to note that the efforts to
date by freight transportation interests to target intermodal con-
nector projects for MPO consideration have met with mixed results.

A recent freight stakeholders' national network survey, of which
IANA is a member, reveals that 38 percent of MPOs responding
have a routine mechanism for receiving input from the freight com-
munity-namely, shippers and transportation providers.

While some interests have suggested that the finding illuminates
the failure of the MPO planning process, ANA would suggest that
it reflects a reasonably favorable trend, given that the MPOs were
only authorized or mandated this expanded responsibility for
freight planning only about 3 years ago.

From a standing start of zero several years ago, a 38 percent rate
of improving freight interest in the planning process is acceptable
progress from IA's standpoint. Therefore, Mr. Chairman, 1ANA
would strongly support retaining the important role of MPOs in
any reauthorization bill. However, while most infrastructure deci-
sion-making is being accomplished locally, there is an ongoing need
to view our freight transportation infrastructure in a systematic
way, assuring the most efficient nationwide freight network.

o assure that the MPOs are cognizant of the transportation net-
work consequences of their local planning efforts, including invest-
ment in freight intermodal connectors, IANA believes that there is
a need for continuing Federal oversight of such activities.

In this age of increasing global competition, the transportation
component of the delivered price of U.S. goods often can make orbreak a market for American producers. We need to ensure that,
in our local planning activities, barriers to greater freight transpor-
tation efficiency are not inadvertently erected.

Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
Let me begin with our Secretary of Transportation and Commis-

sioner, Mr. VanKirk, and join in the words of commendation di-
rected to you from Dr. White of the ARC. Let me say that I know
firsthand and very personally, the tremendous dedication, persever-
ance, patience, and tenacity with which you have directed our high-
way program in West Virginia for a number of years-and it was
you that said decades, not me.

But I know that you have the experience and you have been a
tremendous commissioner and now Secretary of Transportation,
Fred, and I thank you on behalf of all West Virginians.

Mr. VANKMK. Thank you, sir.
Mr. RAHALL. As you are aware, the NHS apportionment formula

is based on each State's fiscal year 1987 through 1991 share of



total national funding, with adjustments made for interstate main-
tenance and bridge apportionments.

Since the Appalachian highways in West Virginia, such as Cor-
ridor G down in the southern part, have just recently been com-
pleted, is it fair to say that those additional lane miles are not re-
flected in the current NHS apportionment formula?

Mr. VANKIRI. Yes, sir, that's correct.
Mr. RAHALL. In your testimony, you noted that we spent $1.1 bil-

lion to date on Appalachian highways and we still have $1.2 billion
more in needs. That additional needs is for what corridor? Is that
Corridor H and Corridor D?

Mr. VANKIRK. Yes, sir. That's Corridor H from Elkins to 1-81 in
Virginia, and U.S. Route 50 and the Parkersburg area are Corridor
D.

Mr. RAHALL. Okay. Let me ask you one last question, Fred, al-
though this is not directly related to the subject of this hearing.
Have you ever heard of the step 21 group of States? If so, do you
have any comments on their highway apportionment highway pro-
posal?

Mr. VANKiRK. Well, I'm not intimately familiar, Congressman
Rahall, with that. I have heard the name, but what I've seen, I
don't think it's something that we would endorse in the State of
West Virginia.

Mr. RAHALL. Okay. That's sufficient enough.
Dr. White, let me commend you on your testimony, as well, and

your stewardship over the Appalachian Regional Commission. You
have done an excellent job in directing the ARC in what can only
be mildly stated as difficult times. I note that you have Governor
Caperton's representative, Mike Winger, with you today, who has
done an excellent job, as well.

You spoke of the positive contributions that ARC has made to
Appalachia, but yet more needs to be done. Now is certainly not
the time to just chop it out completely or cut the legs and heart
out of the program at all.

You did speak of the day in which we can progress to the point
where we won't need the Appalachian Regional Commission. My
question-again, not directly highway related or to the subject of
today's hearings-but in speaking last week to some of the stu-
dents that were in Washington sponsored by the ARC, as well as
the Washington Center, they directed a question to me about the
graduation program, which was something I'm not acutely aware
of, but I'm asking perhaps if you could give us an update on what
is the graduation program that the ARC has in place and what is
the status thereof?.

Mr. WHITE. That's a very important issue and one that I have
been personally very committed to. What we have seen in the 30-
year history of the program, of course, is that we have gone from
a region of almost uniform poverty to a region of contrast with
peaks and valleys.

Some of our areas in the region have made substantial progress.
I think there are legitimate questions about whether or not they
need to still be in the program.
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I have testified before Congress that I would like to work with
the Congress, with perhaps coming up with some sort of system
whereby areas could perhaps be graduated out of the program.

Only Congress can do that. Only Congress can change the bound-
aries of the Commission. In fact, we're prohibited by law, as a Com-
mission, to even speak to that to the Congress.

But what we have done internally in terms of Commission policy
is create three categories of counties. We have what we call our 115
distressed counties, and these are counties in which the per capita
income is no more than two-thirds the national average and the
poverty rates, the unemployment rates are at least 150 percent of
the national average.

Many of these counties are in West Virginia still, a lot of them
in eastern Kentucky.

These counties can get 80 percent funding on ARC projects from
Us.

Then we have about 33 competitive counties or attainment coun-
ties, and these are counties that are close to meeting national
norms of performance, and they can only get 30 percent ARC fund-
ing on a project.

And then the counties in between can get the normal 50 percent.
So we have moved in the direction of diminishing Federal sup-

port as counties get more self-sufficient, more able to stand on their
own feet, which we think has the consequence of targeting the re-
sources more on the areas that still have the greatest need.

That's what we were referring to.
Mr. RAHALL. Thank you.
Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Mr. Walker, I appreciate your calling our attention to what

seems to be potentially or maybe actually a perverse set of incen-
tives in the bridge program.

Was I correct in understanding you to say that, the way the pro-
gram is currently structured, a State would be advantaged by hav-
ing its infrastructure in a state of disrepair?

Mr. WALKER. Certainly not by intent, I'm sure. It just happens
that way. I mean, clearly if a State finds itself in whatever cir-
cumstances that it has allowed a huge backlog of needs to develop,
then it's obviously going to benefit with extra Federal funds as a
result of that.

Sometimes those are circumstances well beyond its control.
Sometimes the decision of the State legislature is that it puts a low
priority on infrastructure investment and chooses not to create re-
sources, and then they would come here and sa, "Gee, whiz, we
have some problems here," and another State that has gone the
extra mile and asked its citizens to pay additional fees would then
see less Federal funding coming in in that particular category as
a result.

Mr. PETRI. How difficult would it be to switch the program if we
were going to maintain it to Pn assessment of just the basic cat-
egories?

Obviously not all bridges are equal, so you can't just look at the
number of bridges and fund it. Make some assessment of the cat-
egory of bridge and then best practices or good practices, life cycle,
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and just have a funding formula based on that, rather than looking
at the condition of the actual bridges, because people who did a
better, low-cost job would then be benefitted rather than those that
did a worst, more-expensive job?

Mr. WALKER. I think, Congressman, it probably would be pos-
sible to structure a formula for a separate categorical bridge pro-
gram, and what you would have to try to do is come up with some
factors that look at needs in a very long-term sense so that the cy-
cles of investment are kind of flattened out, and is neutral essen-
tially to a State's actions as to whether to prioritize or not
prioritize, and says you've got a fair amount of bridges based on
square footage, perhaps, and do it that way.

There are some other factors that could be put in there, and peo-
ple looked at that, and there are a variety of different formulas
that people will come up with over the years, but they do tend, in
almost all cases, to distribute money fairly significantly different
than what the current formula does.

As somebody characterized earlier, you get into winners and los-
ers situation, and people tend to take sides, and it becomes a very
challenging exercise.

That's why some years ago it seemed to me a more prudent way
to look at things was to think about what would happen if you
didn't have this categorical bridge program at all and you could
focus on that larger issue of distribution to two broad national pro-
grams.

I think it's much easier to get States to move toward a direction
of, "Hey, that makes some sense," that way than trying to deal
with separate formulas and each separate program-a very, very
divisive exercise.

Mr. PETRI. Thank you very much.
Gentlemen, thank you all for coming and sharing your testimony.
The fifth panel today consists of: Mr. Jay R. Taylor, president,

The Stimsonite Corporation, and chairman, American Road and
Transportation Builders Association; Paul Mellott, the president of
H.B. Mellott Estate, Inc., on behalf of the National Stone Associa-
tion; Tim Docter, on behalf of the Asphalt Pavement Association;
and Mr. Michael J. Maples, vice president of Vinton Construction,
on behalf of the American Concrete Pavement Association and the
American Portland Cement Alliance.

Gentlemen, thank you very much for being here. We look forward
to your testimony.

I think we probably will proceed in the order you're listed on the
agenda, with Mr. Taylor's testimony first.
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TESTIMONY OF JAY R. TAYLOR, PRESIDENT, STIMSONITE COR-
PORATION, AND CHAIRMAN, AMERICAN ROAD AND TRANS-
PORTATION BUILDERS ASSOCIATION; PAUL C. MELLOTT,
JR., EXECUTIVE VICE PRESIDENT, H.B. MELLOTT ESTATE
INC., ON BEHALF OF THE NATIONAL STONE ASSOCIATION;
TIM DOCTER, PRESIDENT, MACLAIR ASPHALT COMPANY,
INC., AND CHAIRMAN, NATIONAL ASPHALT PAVEMENT ASSO-
CIATION; AND MICHAEL J. MAPLES, VICE PRESIDENT,
VINTON CONSTRUCTION, ON BEHALF OF AMERICAN CON-
CRETE PAVEMENT ASSOCIATION AND THE AMERICAN PORT-
LAND CEMENT ALLIANCE
Mr. TAYLOR. Thank you, Mr. Chairman, Mr. Rahall, members of

the subcommittee. My name is Jay Taylor. I'm the president of the
Stimsonite Corporation in Niles, Illinois, a manufacturer of high-
way safety products. I am also honored to be this year's chairman
of the Amenican Road Transportation Builders Association.

During the past year, this committee has taken the lead to end
the practice of using transportation trust fund balances to offset
deficits elsewhere in the Federal budget. We appreciate your lead-
ership on this effort towards restoring honesty to the budgeting
process and in making available additional funds for investment in
trans portation infrastructure.

Although H.R. 842 is a very positive step, we believe there are
additional actions that should also be taken to eliminate inequities
and increase trust fund income. They are: the transfer of $0.043
per gallon of the motor fuel tax now used for non-transportation
purposes to the highway trust fund; end of the preferential tax rate
for ethanol that now costs the trust fund about $1 billion a year
in lost revenue; continue and strengthen recent efforts to eliminate
fuel tax evasion; and to create a separate capital budget for the
Federal Government.

Mr. Chairman, the cost of correcting existing highway defi-
ciencies, improving safety, and providing additional capacity for the
demands of the future is staggering. The Department of Transpor-
tation last October reported that just to maintain 1993 conditions
and performance of major highways and bridges will require an av-
erage annual expenditure of $32.3 billion by all levels of govern-
ment over the next 20 years.

This level of investment should be a minimum on which a reau-
thorized ISTEA is built. Without it, we face the prospect of further
deterioration of existing highway system, a certain decrease in mo-
torist and worker safety, and the lack of adequate new capacity to
meet the requirements of the 21st century.

ARTBA strongly believes there should be a continuing prominent
Federal role in transportation. The partnership has developed the
safest, most efficient highway system in the world. We strenuously
disagree with those who would scale back Federal involvement and
return most responsibility for transportation funding to the States.

The existing Federal/State partnership structure allows impor-
tant transportation concerns to be addressed on a coherent, na-
tional basis. Devolution could result in a fragmented, uncoordi-
nated approach that could reduce transportation safety and effi-
ciency.
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Mr. Chairman, ARTBA has developed an extensive list of rec-
ommendations for reauthorization of ITEA. A number of these are
reviewed in my prepared statement, and I submit for the record
ARTBA's complete reauthorization document.

I would like to highlight a few proposals that we believe would
significantly improve the highway program:

Limit expenditures for the trust fund's highway account only to
construction-based and safety-related improvements to highways
and bridges.

Existing flexibility provisions that allow the use of highway ac-
count dollars for transit programs should be eliminated.

Emphasize highway safety, a major public health issue, by con-
tinuing categorical funding for safety construction programs such
as the hazard elimination and rail highway grade crossing pro-
grams. In addition, emphasis should be continued on activities de-
signed to improve work zone safety.

Eliminate the transportation enhancement program, which since
1993 has deflected $1.3 billion from highway investment for
projects that may be desirable but do not contribute to improving
safety or reducing deficiencies in the Nation's highway and bridge
inventory.

Establish a border crossing program to improve transportation
infrastructure, serving connections with Canada and Mexico, to
support international trade expansion under the North American
Free Trade Act. Such a program should be financed by new Federal
user fees levied on commercial vehicles using this infrastructure.

Encourage the privatization of highway and bridge maintenance
programs. To maximize the return from scarce resources, highways
and bridges should be properly maintained. Experience has shown
that contracting out maintenance activities to private sector firms
can save tax dollars and improve safety and efficiency.

Remove the requirement that only projects which are fiscally
constrained can be included on State transportation improvement
programs. This restriction has resulted in a reduction in the num-
ber of projects available for implementation, even when funds-are
available, and has slowed the development of transportation im-
provements.

Mr. Chairman, in closing I would like to revisit my earlier com-
ment regarding the use of highway account dollars for transit pro-
grams.

ARTBA is strongly opposed to recommendations made earlier
this week on the following two points: one, highway trust fund rev-
enues be made available for transit operating expenses; and, two,
that the surface transportation program created by ISTEA be ex-
panded so that additional trust fund highway account money can
be made available for flexing to mass transit programs.

These actions proposed by transit supporters are extremely ill-
advised. In time, they would likely strangle highway capital im-
provement programs in States with large urban mass transit sys-
tems and safety, mobility, and efficiency of the highway infrastruc-
ture would suffer.

ARTBA believes mass transit has a role to play in a balanced
transportation system. We have also accepted the decision made by
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Congress in 1982 to allow the use of mass transit account revenue
for transit capital construction projects.

However, over 97 percent of surface transportation travel in the
United States is carried out on highways. All research shows this
trend will continue. The national transportation investment pro-
gram needs to reflect this reality.

Mr. Chairman, that concludes my oral testimony. I would be
pleased to answer any questions.

Mr. PETRI. Thank you.
Mr. Mellott?
Mr. MELLOTT. Thank you, Mr. Chairman, Congressman Rahall.
I'm Paul Mellott, Jr., representing National Stone. I serve as

chairman of the board. I'm from Warfordsburg, Pennsylvania, Bud
Shuster Country, and I know that I still only have 5 minutes, so
I'll continue.

[Laughter.]
Mr. MELLOTr. I'd like to summarize my statement around three

points.
There is a dramatic need to enhance the Federal aid highway

program both in terms of its financial commitment to building our
national highway network and in improving the quality and cost-
effectiveness of the highway construction process.

As the Federal Highway Administration has reported, the Fed-
eral investment in bridges and highways needs to grow to $32.3
billion annually for our country just to keep pace with our existing
needs.

NSA believes that, to encourage job creation and economic
growth, we will need to expand beyond that funding level. We sup-
port taking the Federal transportation trust funds off budget to en-
sure that the user fee trust concept can be used as it has been for
almost 40 years to meet our highway needs.

But we must also ensure that the public receives the best value
for its highway investments. While the public focuses on the three.
quarters of an inch of travel surface that they ride on, a road is
really a complex system made up of multiple layers, each with spe-
cific functions, that may add another 12 to 18 inches below the
road surface.

NSA has joined our sister group, the National Aggregate Associa-
tion, to form the Center for Aggregate Research, CAR, that is work-
ing on issues that impact not only the 5 percent of the road the
public sees, but also the 95 percent that is generally only visible
when there is a pothole.

We believe the Federal aid highway system should encourage in-
novation, productivity, and performance in highway construction.
There should be a flexibility in the Federal aid system to encourage
partnering between Government, industry, and the research com-
munity to ensure those paying for our highway system get the best
possible highway for their money.

Second, we believe that when Congress reauthorizes ISTEA it
should focus on the need to increase highway capacity. Highways
are how we provide mobility for the vast majority of our people and
goods. During the life of this bill, highway performance and capac-
ity should be as focused.



While in certain areas transit has a role to play, highways will
be the dominant mode of surface transportation for the foreseeable
future. The ISTEA reauthorization process should reflect this re-
ality.

Third, Mr. Chairman, under the current budget process environ-
ment, ISTEA reauthorization will be competing with other pro-
grams for scarce Federal dollars.

NSA urges you to remember one basic formula when you begin
this task: I = Port = SL over QL-infrastructure equals productiv-
ity equals standard of living and quality of life.

Investing in transportation infrastructure is an absolute neces-
sity in a global economy. Reports produced from both public and
private sector show a huge unmet need in the construction, repair,
and rehabilitation of our transportation network. Also, our popu-
lation is forecasted to grow by 75 million people by the year 2030.
The actions we take today will support that future growth.

Transportation infrastructure provides a complex service that
has a larger impact than just the provision of mobility. It does im-
pact the environment and helps shape by structures; however, mo-
bility is the first purpose for infrastructure investments, and when
needs are growing and the competition for resources is greater than
ever before, we need to give priority to those types of programs that
move the most people and goods per dollar invested.

We believe that we can build infrastructure that meets our Na-
tion's needs in ways that respect the environment and communities
and still provides cost-effective mobility.

Thank you very much.
Mr. PETRI. Thank you.
Mr. Docter?
Mr. DOCrER. Thank you, Mr. Chairman, Mr. Rahall. Good after-

noon.
My name is Tim Docter. I'm a highway contractor from

Crownsville, Illinois, and the 1996 chairman of the National As-
phalt Pavement Association.

NAPA is the trade association exclusively representing hot mix
asphalt industry. A majority of our members are smell businesses,
and our member firms produce approximately 70 to 75 percent of
the total HMA produced in the United States annually.

We commend you, Mr. Chairman, for holding these important
hearings on the reauthorization of ISTEA. Reauthorization comes
at a time when the highway industry and the entire Nation cele-
brates the 40th anniversary of the Dwight D. Eisenhower Inter-
state System.

The same sense of vision and commitment which led to the his-
toric development of the Interstate S.,stem must be generated if
this Nation is to maintain the most efticient highway network in
the world.

NAPA believes that the backbone of the Nation's surface trans-
portation system, our highways, has become lost in the rhetoric of
intermodalism.

ISTEA attempts to please all and only succeeds in diluting and
diverting highway user fees to social and environmental uses to the
detriment of the highway system.



NAPA urges this subcommittee tG take a fresh look at the Fed-
eral highway program and restore its rightful place as foundation
of a surface transportation program.

NAPA believes that the Federal Government should focus its re-
sources on building and maintaining a safe and efficient national
highway system, which is essential for economic growth, national
defense, and personal mobility.

There should be minimum standards established for the NHS by
agreement between the States and the U.S. Department of Trans-
portation.

Adequate funds should be provided to bring the NHS up to
standards within a reasonable period of time, with no diversion
permitted.

In addition, NAPA supports a strong leadership role of FHWA in
critical research and development of new technologies, construction
materials, and techniques.

At its May meeting, the NAPA board of directors unanimously
approved a resolution on reauthorization which is attached to my
written statement. Let me briefly describe the five key points.

First, the bill should provide authorizations only for the highway
program from the highway trust fund. NAPA believes that the next
Highway Act should reaffirm the Federal highway program and in-
crease highway authorizations to better address the deterioration
of the Nation's roads and bridges.

Second, the bill should repeal all so-called "flexibility" provisions
whereby highway funds are eligible to fund non-highway programs.

NAPA believes the flexibility provisions have eroded the highway
trust fund. Transit, historic preservation, bike paths, and inter-
modal facilities have varied purposes, but to erode the core funding
source of the highway program is not warranted. The transpor-
tation enhancement program is a prime example and should be re-
pealed.

Third, all highway user fees should be deposited in the highway
trust fund and dedicated to highway purposes. NAPA believes that
the $0.043 of the highway user fees currently going into the gen-
eral fund should be deposited in the highway trust fund, and that
the exemption for ethanol should be repealed.

At the current rate of diversion and exemptions, total Federal di-
versions will reach $100 billion by the year 2000.

Fourth, the ultimate authority for deciding on projects for the
Federal highway funding should be vested in the State DOTs.

NAPA believes that the State should continue to have full au-
thority for administering the Federal transportation programs
within the State. The State may choose to delegate authority to
sub-State entities for project selection, design, lettings, and admin-
istration consistent with its laws and policies, but that is a State

prerogative. There is no overriding Federal interest that justifies
usurping State constitutional rights by granting decision-making
authority to quasi-government institutions like MPOs.

And the fifth point: the highway trust fund should be taken out
of the unified Federal budget and the revenues to the fund be fully
available for the expenditure on highway projects.
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If the Senate fails to act on the off-budget bill-and we hope they
don't-then it should be made a top priority for the next Congress
as its foundation for increased authorizations.

In summary, Congress should pass highway legislation that re-
stores the highway program as the backbone of the Nation's eco-
nomic mobility. Significant steps should be taken to restore the in-
tegrity of the highway trust fund by eliminating diversions to non-
highway purposes and fully expending highway user fees to ad-
dress well-documented highway and bridge needs.

NAPA appreciates the opportunity to present our views, and I
would be pleased to answer any questions.

Mr. PETRI. Thank you very much.
And last, but certainly not least, Mr. Maples.
Mr. MAPLES. Thank you, Mr. Chairman, members of the sub-

committee.
My name is Mike Maples. I'm vice president of Vinton Construc-

tion Company, a concrete paving contractor located in Manitowac,
Wisconsin. Vinton Construction is a $25 million firm concentrating
in concrete pavement construction. We have been in business since
1931.

On behalf of the American Concrete Pavement Association and
the American Portland Cement Alliance, I appreciate this oppor-
tunity to express our views on the reauthorization of ISTEA.

I am proud to be associated with both organizations, represent-
ing 100,000 workers throughout the United States.

Nearly 80 percent of our $7 billion industry is the result of public
expenditures. As such, the Federal Government's partcipation has
been the cornerstone not only of project funding, but of planning,
research, and innovation, as well.

While there are those who recommend a drastic reduction of a
Federal role in transportation, there is plenty of evidence to sup-
port the enormous need for additional investment in highways and
other transportation modes.

Despite unprecedented expenditures during ISTEA, the Federal
Highway Administration's conditions and performance report to
Congress shows that we lost ground on pavement and bridge condi-
tions and, most unfortunately, in our highway fatalities.

While we support good planning, environmental balance, and
quality of life, we cannot sit back and expect the highway network
to take care of itself. All signs show that our infrastructure is dete-
riorating faster than we are replacing it.

To support increased investment in a national transportation
program, we join with our construction partners in advocating tak-
ing the transportation trust fund off-budget, redirecting the $0.043
gasoline tax into the highway account, eliminating the tax subsidy
for ethanol, strengthening motor fuel tax collection and enforce-
ment efforts, and developing additional funding sources to supple-
ment user-financed mechanisms. We'd also advocate a long-term
authorization period.

Mr. Chairman, a long authorization period is important to Vinton
Construction and other small-to medium-sized companies like ours.
It enables better planning in an industry that is changing rapidly.
It is a clear signal for us to invest in our work force and our equip-
ment.



On the subject of equipment as it relates to long-term authoriza-
tion, the placement of concrete pavement has progressed from a
simple slip form paver first used in Iowa in 1958, costing $32,000,
to today's fully-automated pavers costing upwards of $2 million.
This innovative technology provides our customers with the world-
class quality they demand. A steady, long-term reauthorization pe-
riod gives us a strong incentive to make these significant invest-
ments.

A long authorization period also impacts the work force size. If
we perceive a national commitment to a long-term program with
adequate and stable investment levels, we are better positioned to
make the required investment in human resources.

I must tell you, Mr. Chairman, that the projected budget figures
for transportation, including highways, send a direct message not
to invest or expand.

During the last authorization, the highway community came to-
gether under the quality banner and signed a national quality ini-
tiative. My industry friends sitting at this table and ACPA are
proud to have been signatories to this initiative.

While working on the quality initiative, we learned much about
European pavement practices. Our observations are: European
technology is not better than U.S. technology, nor is their commit-
ment to quality any stronger than ours; however, the Europeans
have a willingness to expend more funds per unit of construction.
This translates into deeper pavement sections, premium material
specifications, and much earlier rehabilitation than is generally
common in our country.

Often European companies use contracting techniques such as
warranties, guarantees, and design/build. We have experimented
with some of these techniques in the United States, and particu-
larly in my State of Wisconsin. We are disappointed that the na-
tional debate tends to ignore the European investment experience
and focuses more on the European contracting experience.

To design and build truly long-lasting, quality products, we must
address the fundamental determinant of quality: high quality re-
sults from adequate funding, superior materials and workmanship,
and teamwork between the agency and the contractor.

Finally, we believe Congress should authorize and eventually
fund the highest possible Federal dollar for the NHS and for the
bridge program. It should also give serious consideration to direct-
ing the NHS monies to the interstate as a first priority in the fund-
ing process.

Thank you, Mr. Chairman, for the opportunity to discuss the in-
terests and concerns of the concrete paving and cement industries.
We look forward to working with you during the reauthorization
process.

Mr. PETRl. Thank you.
Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
My first comments are just that, and not really questions of the

panel, but I'd like to tell the panel and my colleagues exactly what
I was doing this last Memorial Day. I don't know what members
of the panel were doing-perhaps attending a picnic with the fam-
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ily or watching TV or playing a game of softball or out in the yard
doing one of those "honey do" days, or whatever.

But what I did this past Memorial Day was dedicate a transpor-
tation enhancement project in my Congressional District down in
Bluefield, West Virginia, along theaWest Virginia/Virginia border.
There were a lot of people there witnessing this particular event.
They were enjoying the scenic grandeur of our mountains and also
paying tribute to what these transportation enhancement funds
had done to this particular site-East River Mountainside site-
and how it had improved the area, made it more enjoyable for their
children and grandchildren to enjoy our natural resources.

So I guess I'm saying this for the benefit of Mr. Taylor and Mr.
Docter, who in your statements I noticed specifically call for elimi-
nation of the TEP program.

I say that. I want it on the record. I'm kind of a transportation
enhancements type of guy, and I spend my holidays at these type
of projects, and I want to continue doing it in the future, so I just
put that on the record as, I think, one of our effective uses of high-
way funds.

Mr. PETIu. Mr. Rahall, I spent my Memorial Day doing exactly
the same thing.

Mr. RAHALL. A transportation enhancement project.
Mr. Taylor, let me ask you a specific question, and it's one I

asked an earlier panel or earlier witness relating to the adequacy
of our existing safety programs.

For instance, it seems that every month somebody's proposing to
make changes in the rail highway grade crossing program. Is this
an issue that you think needs to be addressed? And, if so, how?

Mr. TAYLOR. Interesting question, Mr. Rahall. Coming from the
safety side of the business, it's difficult to talk either against such
a program, but I think in some instances rail safety grade crossing
programs can get carried away on expenses.

I think that they're good. They should be thoroughly evaluated.
But I've seen some instances where I feel the money could be bet-
ter spent in other areas.

Mr. RAHALL. Okay. Do any other panelists wish to comment?
[No response.]
Mr. RAHALL. Okay. That's all I have. Thank you.
Mr. PETRI. Thank you. I had a couple of questions I'd like to ask.
Mr. Maples, you talked about the importance of trying to have

a long-term framework, and I wonder if you could elaborate on that
a little bit. What would you consider to be a long-term? And could
you offer any thoughts on how a short authorization period would
potentially impact project costs and your business costs?

Mr. MAPLES. Yes, Mr. Chairman.
I believe the last authorization period was 7 years. If you would

like my opinion on what long-term is, I would suggest a 10-year pe-
riod, if possible.

As far as the effects of a short-term, the cost of investment in
machinery and the training of our crews takes a time frame of any-
where from three to 5 years.

If we know what-if the industry knows and municipalities and
State agencies know that there is a long-term commitment, we can
better have an idea what is ahead of us, and therefore allow us to
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worry about a year or two later maybe having to lay some people
off.

Mr. PETRI. I think some of that framework could be accomplished
not only by authorization, but by getting the trust funds off budget
so you'd know you had a dedicated fund.

Mr. MAPLES. Definitely.
Mr. PETRI. That's one of the major arguments that we've had for

doing that.
A colleague of ours, Tony Beilenson, has been before our commit-

tee a number of times and talked to us and other Members about
European pavement practices and efforts to try to learn from what
they are doing. Do you believe they have any applicability in the
United States or any comments in that area?

Mr. MAPLES. As I said in my testimony, I don't believe they have
any technology that we don't possess. In fact, a lot of the machines
that they use there are produced in our country.

What they do is they commit more dollars per unit of construc-
tion. If I can clarify that, they build pavements that are 14 inches
thick on 12 to 18 inches of sub-base. We tend to build pavements
eight and nine inches thick on six to eight inches of sub-base.

We have a lower cost per unit, therefore our section isn't as deep,
therefore our pavements don't last as long.

I'm not saying that's--some people say thset Europeans are ahead
of us because their pavements last longer. It's because they invest
more up front, not because we do a poor job.

Mr. PETRI. Do you think it would make sense for us to invest
more up front, or are there ways we can change contracting guide-
lines or give the States more flexibility to have life cycle--better
life cycle analysis and-I mean, you can put too much in, too. Some
Europeans-Germans, when it comes to high-tech, they're still
stuck with 50-year sort of fax machines, or whatever, that are
being outdated in 5 or 6 years, so I guess there is a balance to be
struck there, but are we too short-term thinking?

Some people said when we went to the national highway system
we wanted to do it all as quickly as possible, then start shifting our
focus, once it was in place, to more of a long-term situation, and
once road beds have been there for a while I suppose it makes
extra good sense, since they've stabilized and we re building on
them, to start upgrading the level of work being done.

Would you comment on that?
Mr. MAPLES. I believe that on our primary and highly-traveled

roads, I believe a deeper section is definitely called for--probably
not going to as thick as the European section, but I leave that up
to design engineers. I'm only a contractor.

But on our secondary roads, I think the American design is ade-
quate. I believe we have a better transportation network in this
country than Europe does, anyway.

I think we're doing everything fine except on our highly-traveled
roadways.Mr. PrRi Mr. Docter, would you care to comment on that whole

area? I think in some areas there is a little tension and in some
areas a lot of cooperation between the asphalt and the concrete
people, so I thought I'd give you a shot, too.
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Mr. DOCTER. I would say that when the Interstate System was
originally designed and the projections were made for traffic, it was
adequate, and probably in a lot of cases would be serving us better
than it has; however, I think truck traffic and automobile traffic
has increased exponentially, and I don't think any planners or de-
signers really were prepared for the types of increases that they
were faced with.

So as we look at that now and project into the future, I think
we have to be more aware that those traffic patterns are out there
and we have to address that.

I guess it's a matter of what the priorities are. Do we build short
sections well or do we try to satisfy more people by building longer
sections, sections with less thickness?

That's the dilemma you're in, and especially when you have a fi-
nite amount of funding.

But I agree with my counterpart from the concrete industry. I
think when you look at percentage of GNP invested, the foreign
countries are doing a little better job than we are here.

Mr. PETRI. Any other comments? Yes, sir?
Mr. MELLOTT. Mr. Chairman, one of the comments I would make

is that I've read some of the studies, and the Europeans require a
much higher quality aggregate in their mixes, and that's what the
National Stone Association believes in, that there is a need for a
much higher quality aggregate for the design for the future mixes
that will last longer.

That's one of the positions we feel very strongly about.
Mr. PETRI. All right. Thank you all very much. We appreciate

your diligence in preparing your statements and your responsive-
ness to our questions.

This hearing is adjourned.
[Whereupon, at 12:58 p.m., the subcommittee was adjourned, to

reconvene at the call of the Chair.]
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Mr. Chairman, my name is William 0 burnett. I am the President of the
American Association of State Highway ".,d Transportation Officials (AASHTO),
and Executive Director of the .xas apartment of Transportation.
Accompanying me today are Ro t 'Welke, Director of the Michigan Department
of Transportation; and Jame 'E. Sebels, chairman of the AASHTO Highway
Subcommittee on Bridges andltrttures, and Chief Engineer for Engineering,
Design and Construction for V* Colorado Department of Transportation.

On behalf of AASHTO, we are pleased to accept your invitation to testify
on issues related to National Highway System, Interstate Maintenance, Bridge,
and Reimbursement Issues as part of the reauthorization of the Intermodal
Surface Transportation Efficiency Act (ISTEA). This testimony addresses all
four subjects of your invitation. In our oral presentations, I will address
National Highway System and Reimbursement issues, Mr. Welke will discuss
Interstate maintenance issues, and Mr. Siebels will discuss bridge issues.

The material that we are presenting is based on the "AASHTO
Transportation Policy Book", (Advance Copy - June, 1996), a copy of which is
being provided to the Subcommittee; and the AASHTO reauthorization documents.

On April 29, the AASHTO Board of Directors approved two additional
documents as part of its reauthorization activities. The first of these is
titled "Transportation for a Competitive America", and provides a broad-based
discussion of the work that AASHTO has completed through its Reauthorization
Steering Committee. The second is the "Bottom Line II" report, which
discusses transportation investment needs for the period 1998-2002. These two
reports are in the process of being published, and we will provide you with
copies. In the meantime, attached is an excerpt from the "B6ttom Line II"
report. It contains some of AASHTO's basic findings on the requirements for
our highway, bridge, and transit programs. At the AASHTO Annual Meeting in
October, 1995, the AASHTO Board of Directors approved five reports dealing
with federalism, planning, environmental, research and finance issues. Copies
of the October reports have been provided to the Subcommittee.

These reports contain four key recommendations:

e The maintenance needs of the nations's highways and transit systems
outstrip the funds currently available. The 4.3 cents per gallon in
user taxes collected from motorists should be deposited in the Highway
Trust Fund and be spent on system maintenance, rather than diverted to
the General Fund.

9 State and local governments should be given more flexibility in

determining how, when, and where transportation resources are spent, to
maximize the benefit to mobility, safety, and the environment.

* Many of the key concepts of ISTEA, such as state and local

cooperation, intermodal planning, and public participation, should be
retained.

* Burdensome and unnecessary provisions imposed by ISTEA and earlier

laws should be eliminated or reduced. The National Highway System

Designation Act was a first, and major, step in this direction.

1. National Hizhway System

With regard to the National Highway System (NHS), AASHTO has supported

the NHS for many years, and worked with the Congress and the Federal Highway

Administration in the development of the NHS system for the ISTEA legislation.

We were most pleased to see the passage of the National Highway System

Designation Act last December, and again thank you for your efforts.

1
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AASHTO and our member departments worked with the Federal Highway

Administration on the identification of intermodal connections to the NHS, and

we were pleased to see that Intermodal Facilities Hap submitted to you by FHWA
in Hay.

AASHTO has also worked with the Congress in te discussion of NHS Design

Standards, and was pleased to see that flexible design standards for the NHS

were included in the National Highway System Designation Act.

AASHTO strongly supports funding for the National Highway System as the

backbone of that nation's transportation system. The lS is composed of a

very important transportation component that serves our economy from both a

national and international perspective. The Interstate System and the key

principal arterials that together comprise the NHS are essential to interstate

and regional commerce, travel, and border crossings in the movement of people,

agricultural products, industrial goods, and other commercial movements
developing in our changing economy.

The NHS serves major portions of the nation's urban and rural areas, and

connects population centers, ports, airports and provides rural areas with

access. The NHS serves the major movement of people and goods into and
throughout urban areas while providing access to commercial, industrial, and

institutional activities via public and private vehicles. The NHS is also
vital in that it provides for national defense and emergency preparedness
requirements, including the Department of Defense STRAHNET system and STRAHNET
connectors. Improvements to the NHS will provide a safer, more efficient
transportation system to serve,.the nation in the near future and well into the
future.

AASHTO believes that as the most visible and significant part of the
nation's intermodal transportation system and like the Interstate System
before it, the NHS must be promoted and maintained as a national goal which
not only promises but delivers national benefits. Therefore, the nation must
commit to a national investment in the NHiS.

Federal investment in the NHS and other highways will assist the states
and localities in their efforts to address common concerns, including
congestion, air pollution, travel delays, adequate and reliable access to
trade centers, jobs, health care and education, and for emergency readiness.
As we focus major attention on the NHS, it is important to also recognize the
importance of federal support for non-NHS routes for national purposes
including mobility, access, trade, emergency response, economic development,
and related factors.

The AASHTO "Bottom Line II" report, which used the 1995 edition of the
U.S. Department of Transportation report "The Status' of the Nation's Surface
Transportation System: Condition and Performance" as a major resource for
needs information, indicates that there are a growing number of highway needs
on the horizon.

Highway and bridge needs are outpacing the nation's investment level.
To keep highways and bridges in their current physical condition will require
an investment of $149 billion over the 5 year period beginning in 1998. To
make all economically justified improvements, the nation as a whole needs to
invest an average of $72 billion each year on highways and bridges, or a total
of nearly $360 billion, which is almost twice as much as was invested in 1993.

With the extensive scale of our national system, a substantial
proportion must be reconditioned each year to maintain the life of the system.
This accounts for the major part of the investment needs faced by the nation.

If investment falls below those required levels, the system deteriorates.
Failure to invest in a timely fashion, before deterioration sets in increases
substantially the ultimate costs when repairs are finally made in later years.
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The system declined during the 1980's to a point where 16.8 per cent of
the nation's urban Interstate system required immediate improvement. This
condition improved in the 1990's to the point where U.S. DOT reported in the
1993 "Conditions and Performance" report that the number of U.S. pavement
miles in poor condition was reduced to 9 per cent, compared to 14 per cent in
1983.

However, the most recent information from U.S. DOT indicates that a
greater percentage of the nation's highway system is in mediocre condition.
Mediocre pavements are the pavements that are expected to need improvement in
the near future - generally within the next five years - depending on the
pavement design, environmental factors and the amount of future traffic.

Unless funding is provided to address their needs, these pavements will
slide into "poor" condition. Of even greater importance is that these
mediocre pavements are substantially in the higher levels of the road system.
More than 30 per cent of both urban and rural Interstates are rated as poor or
mediocre.

In addition, our nation's highways are increasingly unable to meet the
travel demands in the largest metropolitan areas. Efforts of the past decade
focused on rebuilding the existing infrastructure, while daily travel per lane
mile increased 24 per cent in urban areas, and over 29 per cent on urban
Interstates.

The resulting increased congestion damages air quality, increases travel
times and costs an estimated $43 billion annually in delays in the country's
50 largest urban areas.

Congestion places a heavy cost on our economy, affecting the speed and
reliability of movement demanded by manufacturers and shippers. In today's
economy, materials are no longer warehoused. Parts-makers provide continuous
supply to assemblers in a "just in time" organization of shipments. This
saves logistics costs and reduces prices to consumers at home and abroad.
Our national logistical system is a maj or component of our international
competitiveness. But these new ways of organizing production place tremendous
ressures on the nations's road system to provide rapid, reliable delivery at
ow cost. The nation cannot afford an inadequate highway system.

With the growth of metropolitan areas as key regional employment and
residential centers throughout much of the country, urban Interstates and
other freeways are accommodating higher levels of traffic. Peak hour
congestion on urban Interstates increased about 55 per cent in 1983 to
approximately 70 per cent in 1989, remaining relatively constant since then.
At these levels of congestion, travel periods spread out - the peak rush hour
becomes the peak period, c6nsisting of several hours.

The Federal Highway Administration forecasts of travel demand in major
metropolitan areas vary. All FHWA forecasts predict a decline from the recent
3.4 per cent travel growth per year. One estimate forecasts growth of 2.4 per
cent, based on a diminished trend in travel growth. Another HA estimate
forecasts 2.2 per cent growth annually based on policy steps to curtail
travel. Even with such extremely conservative forecasts, by the year 2012
vehicle travel is expected to increase by 34 to 55 per cent.

Meeting these major physical and capacity needs for the nation's highway
system will require a total of $357.5 billion investment for the period 1998-
2002, or approximately $72 billion per year.

The maintenance needs of the nation's highway system outstrip the funds
currently available. The combined funding at current authorized levels of
$221 billion for highways is insufficient even to maintain the systems at
current conditions.
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The 4.3 cents per gallon in user taxes collected from motorists should
be deposited in the Highway Trust Fund and be spent on system maintenance
rather than diverted to the General Fund. Only if all current and state and
local funding is continued, and only if all current federal Highway Trust
Funds are fully deployed, and only if the current 4.3 cents per ga lon motor
fuel tax now supporting general federal programs is shifted to the Highway
Trust Fund and fully deployed, only then would the resources be sufficient to
maintain current conditions on the nation's highway and transit systems over
the 1998-2002 time frame.

The return of the 4.3 cents per gallon to the Highway Trust Fund
(combined with other available federal funds) would provide $155 billion in
federal funding for highways. These federal user fee revenues are drastically
needed if we are to keep our transportation system in good working order as we
enter the next century. With this level of federal funding combined with
current state and local funding levels, transportation officials will be able
to maintain the current physical condition and capacity performance of our
nation's highways. However, even the full use of all these currently
available funds would not allow for very much improvement of the highway
system.

Any action that moves us away from this basic funding level will
inevitably result in gradually deteriorating highway conditions and in untold
costs to the long-range future of the American economy. The U.S. DOT study of
the economic benefits of optimum highway improvement indicates a conservative
$2.60 return for ever dollarinvested. Highway infrastructure is a solid and
sure investment for the nation.

AASHTO supports increased federal funding for highway improvements and
efforts to make funding more predictable. This increased funding can be
provided by fully funding the authorized levels in the reauthorization
legislation, by efforts to reduce fuel tax evasion, and by spending the
revenues from the 4.3 cents per gallon user fee on transportation-related
investments, all of which are supported by AASHTO policy. AASHTO policy also
supports taking the Trust Funds off-budget. Adequate, predictable funding
will allow states to plan and implement more cost-effective, practical
transportation improvements.

2. Interstate Maintenance

A major responsibility and concern of the AASHTO member departments,
working with the federal government, is to maintain the significant investment
that the nation has made in the Interstate system. AASHTO strongly endorses a
level of support for Interstate and National Highway System maintenance
adequate to retain efficient, safe and reliable service for the system.

AASHTO has a concern with regard to an ISTEA requirement for maintenance
activities. Each state must certify on January 1, 1996 that it has a program
to maintain the Interstate System in accordance with guidelines issued by the
U.S. DOT Secretary. Failure to do so may result in withholding of 10 percent
of Interstate Maintenance and construction apportionments. It is in the
state's best interest to maintain existing facilities and state programs
already include a number of checks to assess the level of maintenance on the
Interstate (such as the Pavement Management System and the Highway Performance
Monitoring System).

Projects on the system will be maintained through each state's regular
maintenance program regardless of probable impending penalties. No value is
added to the quality of the system through this 10 percent penalty
requirement, and with the programs that states already have in place, this
federal oversight is inappropriate. AASHTO urges the repeal of 23 USC 116(c)
and 119(b) requirements for an annual certification and the associated penalty
provisions.
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AASHTO was glad to see Section 309 of the National Highway System

Designation Act that added preventive maintenance to the list of e igible
activities that can be funded under federal-aid highway programs if the state

demonstrates that the activity is a cost-effective means of extending the
useful life of a federal-aid highway.

AASHTO also has urged FHWA to reconsider its interpretation of work
eligible for Interstate maintenance. Following the passage of ISTEA, FHWA
issued a memorandum on the implementation of the Interstate Maintenance
Program which excludes certain items from eligibility for Interstate
Maintenance funding, including new commuter parking lots and new noise walls.
AASHTO has urged FHWA to widen its interpretation of eligible activities to
include such items.

Significant progress has been made in correcting structural and
functional deficiencies on the nation's bridges, decreasing the percent of

deficient bridges from 34.5 percent to 27.9 per cent in four years. However,
bridge conditions on the nation's higher function roads will continue to

require additional investments. The nation must address the deficiencies of
11,000 bridges per year, on average, to maintain current levels of condition.
Over one third of the nation's bridges were constructed in the 1960's and

1970's, and those 125,000 bridges are reaching the end of their useful lives.
While careful maintenance and planning can smooth the peaks and valleys, there
are still important surges in needs.

In 1994, less than one in four of our 55,000 Interstate bridges was

classified as deficient compared to 29 percent in 1990. On all other arterial
systems, where 129,000 bridges are located, the percentage of deficient
bridges declined from 32 percent to 28. And 28 percent of the 162,000 bridges

on collector routes were deficient in 1994, compared to 35 percent in 1990.
These impressive improvements prove that increased investment can produce
rapid turn-a-round in the system. However, over 13,000 bridges on the
Interstate, 36,000 on other arterials and over 45,000 on the collector system

are in deficient condition. With almost 100,000 deficient bridges, there is a
great deal of work to be done.

The U.S DOT "1995 Status of the Nation's Surface Transportation System:

Conditions and Performance" estimates that the cost to maintain 1994 bridge

conditions is $5.1 billion through 2013, and that the cost to improve 1994
bridge conditions is $8.9 billion through 2013.

Bridges are vital to transportation. They increase mobility by spanning

obstacles; they enhance safety by separating traffic; and, if they are to be

economical and safe, engineers must rely on research to provide better ways of

designing, constructing, maintaining, and repairing them.

The Fedqcral Highway Administration invests about $8 million annually in

bridge-engineering research. Transportation agencies in the states spend at

least an additional $15 million on bridge research each year, and AASHTO uses

about $2 million annually in it's National Cooperative Highway Research

Program to develop practical tools that ensure that bridge engineers in the

United States are able to apply the best technology produced by bridge

research world wide.

About one-half of the approximately 600,000 highway bridges in the U.S.

were built before 1940, and many are not in good shape. Host bridges in

service today were designed for less traffic, smaller vehicles, 
slower speeds,

and lighter loads. In addition, deterioration caused by environmental

contamination is a growing problem. About one-third of the nation's bridges

are substandard because of deterioration or because they do not 
meet current

standards for safety and efficiency. The cost of needed work on these
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deficient bridges is estimated to be about $76 billion.

It is clear, therefore, that engineers will have to contend with large
numbers of deficient bridges for many years to come, and many urgent,
researchable problems relating to existing bridges remain to be solved. For
example, practical, effective procedures and equipment need to be developed
and evaluated for use in the following areas: inspecting bridge components,
assessing the effects of deterioration and distress, load rating, and
estimating remaining life. In addition, research and development are needed
on materials, equipment, and techniques for repair, rehabilitation, and
reconstruction of bridge components built of various materials using various
construction techniques under various loading and environmental conditions.

The current, strong emphasis on bridge research in our National
Cooperative Highway Research Program reflects AASHTO's recognition that, for
bridge engineers to continue to do their part in expanding and maintaining the
nation's highway system in the face of limited resources, research will be
necessary to find better methods of bridge design, construction, maintenance,
repair, and rehabilitation. The magnitude of the effort required to deal with
the nation's deficient bridges is such that an investment in R&D that results
in an improvement of only one percent in our overall efficiency of performing
this task will return something on the order of $750 million.

No technology can be stagnant and remain healthy. Research on bridge
engineering will be needed as long as engineers continue to seek better ways
of designing, constructing, maintaining, and repairing bridges.

The states have been working to implement Bridge Hanagement Systems.
AASHTO has been working with state transportation departments in the
development of the PONTIS Bridge Management System. Thirty eight states and
the U.S. Department of Transportation participate in this program. The
program provides the participants with computer software to help the states
maintain information about their bridge system, and to assist in making
decisions about how to spend resources to optimize the system. "PONTIS has
become an important tool for state transportation agencies in managing and
making funding decisions for their bridge system.

Bridges may be categorized as either structurally or functionally
deficient. A structurally deficient bridge is in need of significant
maintenance attention, rehabilitation, or replacement. Functionally deficient
bridges are those that do not have the lane widths, shoulder widths, or
vertical clearances adequate to serve the traffic demand. Adequate funding
for our nation's bridges is of major importance from a structural perspective
to be sure that structures are physically adequate and safe, and from a
functional perspective to deal with factors related to the current
characteristics of adjoining facilities and traffic activity. AASHTO supports
continuation of a Bridge Replacement and Rehabilitation program for bridges on
federal-aid highway systems. Further, AASHTO supports Discretionary Bridge
Program funded at no more that 2 percent of the total highway funding.

4. Reimbursement Issues

With regard to the Reimbursement program established under ISTEA, AASHTO
has no policy position. When AASHTO began its reauthorization activities in
November, 1994, the AASHTO member departments agreed that this work would not
deal with issues concerning the relative distribution of federal
transportation funds to the states. Since the Reimbursement program focusses
on the repayment of funds to the states based on a formula, AASHTO has no
position within its reauthorization documents regarding this program. I would
also note that when this provision of ISTEA was under discussion prior to
passage of the Act, AASHTO took no position then.
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One benefit of the program is that it provides funding to every state
that is very flexible. The funds are transferred to the STP program but half
of the funds are not subject to the enhancements or safety set-asides or
required to be sub-allocated to the urbanized areas. States want this
characteristic to be included in all federal programs in the reauthorization -
greater flexibility in the application of federal funds to meet common
transportation goals.

We look forward to working with the Committee to discuss these and other
reauthorization issues and stand ready to provide information which would be
of assistance to the Committee as it moves forward in the legislative process.
Executive Director Francis B. Francois and the AASHTO Staff are available to
respond to any further requests from the Committee.

Mr. Chairman, this concludes our remarks. Thank you for the invitation
to present our views, and we will be pleased to respond to questions now, or
in writing later.
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PREFACE

The future of our national transportation system is at a critical juncture.

Use of our maturing transportation system has never been greater, and continued growth in
demand is a certainty. Failing to accommodate that demand will threaten our ability to compete in
the international marketplace and damage our nation, jeopardizing jobs, economic stability and
quality of life.

Congress has entered a glide-path for achieving a balanced budget by the year 2002 and, as
a result, has placed all federal-aid programs in intense competition for dwindling resources and has
proposed progressing reductions in total federal transportation funding.

Against that backdrop of change and uncertainty, the Intermoda Surface Transportation
Efficiency Act will expire in 1997 - leaving Congress to address the who, what, when, where and
even why of federal involvement in transportation.

Looking toward the development of the next federal surface transportation legislation, the
AASHTO Board of Directors in November, 1994 began the development of its recommendations on
future programs.

This report is a key component of that work, an assessment of the total investment needs for
all modes of surface transportation in the public sector.

This report is intended to serve as a "bottom line" assessment of investment needed to meet
the competitive denods of the next century. It estimates investment needs for all modes of
transport in the public sector and represents the best available federal, sae and local analyses. The
report relies on the data presented in the 1995 report to Congress by the U.S. Department of
Transportation titlw The Status of the Nation's Surface Transportation System: Condition and
Performance.

The first section of this report addresses the main surface transportation needs areas -
highways, bridges, and transiL A separate section discusses other surface modal sectors such as
intercity rail passenger services, as well as non-surface modal sectors including waterborne and air
travel needs.

The highway, bridge and transit estimates are AASHTO's estimates of national investment
needs. The estimates for the other modal areas - intercity rail, water and air - are to establish a
context for the national surface investment needs, provide a sense of the scale and to develop a base
of discussion for upcoming legislation.

These studies reflect public sector needs only. No estimates of private sector requirements
are included. The central elements in public investment, of course, are the rights-of-way over which
both private and public fleets operate. This includes highways of all kinds (excluding only private
roadways), transit rights-of-way, waterway facilities and airways. Excluded are all rail rights-of-
way of America's private railroads and the pipeline system and associated facilities of the private
pipeline industry.
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Key Findings

Transportation infrastructure is the engine which powers our economy, employing 12 million
persons, consuming one of every five dollars of total household spending, and accounts for I I
percent of the nation's economic activity. Improvements in transportation efficiency and
productivity are essential to a competitive economy.

America's transportation syst., m leads the industrialized world, with nearly four million miles of
highways and roads, 109,000 miles of rail, 3,600 airports, 508 urban transit systems, 3,700
commercial water ports, and 200,000 miles of pipelines.

Transportation investment works! Increased federal, state and local highway investments in the
past decade have produced faster, safer, more efficient and more comfortable commercial and
personal travel. Private and public investments by rail, trucking and logistics firms have reduced
freight transport costs in a growing intermodal network. Though not cheap, the return on
transportation investment is dramatic, paying off more than two to one in economic benefits.

While past investment has stabilized highway deterioration, unless future investment levels are
maintained and expanded, the highway system will soon return to the woeful conditions of the
late 1970's and 8Ys. Congestion will worsen on "saturated" highways; many miles of highways
will slide into "poor" pavement conditions; and the thousands of 50's and 60's built bridges
approaching the end of their useful lives will go unrepaired or replaced.

The passage of ISTEA promised a significant federal reinvestment in transit infrastructure,
which has not been fully realized. State and local governments have born the cost of maintaining
transit conditions and performance, at a time when federal mandates have increased and the
balance of the Mass Transit Account has grown. Increased investment in public transportation is
essential to provide the balanced transportation necessary for the nation's economy and mobility.

Highways

* Congestion damages air quality, increases travel times, and costs an estimated $43 billion
annually in delays in the country's 50 largest urban areas.

* To maintain today's pavement quality, 100,000 miles of highways must be renewed every year.

While significant progress has been made in improving bridge conditions, over 13,000 bridges
on the Interstate, 36,000 on other arterials, and over 45, 000 on the collector system are in
deficient condition.

The U.S. Department of Transportation, in its 1995 assessment, reports that while highway
conditions have improved in the last decade, a bigger highway investment challenge is on the
horizon.



To address the nations overall highway needs ftm 1998-2002, the folloWin"nfunding is need
(in 1993 dol rs):,,

Maintain Cwret Physfcal
Condition

Maintain Current Capacity
Performance

Total to Maintain Current
Conditions

$148.5 billion

$1 1S.2 billion

$263.7 billion

!

i

Combined Total All Needs $357.5 billion

Resources are available to make the investment needed to maintain our current highway system,
if we so choose.

Continue Present Levels of State/Local Fundinj

Continue ISTEA Levels of Federal Funding

Options:
Total program level possible:

Increase Federal funding by using the full
resources of the Highway Trust Fund

Total program level possible:

Increase Federal funding by transferrng to-the
Highway Trust Fund the 4.3 cent federal fuel tax
now being used for general purposes

Total program level possible:

$115 billion

$95 billion

210 billion

$235 billion

S155 billion

$270 billion
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Only if state and local funding is continued, the balance of the Hlghwaq Trust Fund Is fully used,
and the 4.3 cent per gallon federal motor fuel tax now supporting general federal programs is
placed in the Highwiy Trust Fund and fully deployed, will resources be sufficient to maintain
current highway conditions.

Any reduction from this basic funding level will result In deteriorating highway conditions and
untold costs to the long-range future of the American economy.

Highway user fees should be used for transportation purposes, not siphoned off for other general
fund uses.

Transit

Unlike highway investments, the increase in transit capital investment of the past decade has
been provided entirely by state and local governments. While vehicle conditions have been
maintained, the backlog of overage vehicles and other infrastructure needs has grown, while the
balance in the Mass Transit Account has accumulated.

The U.S. Department of Transportation, and an independent analysis by AASHTO demonstrate
the magnitude of today's transit needs:

In the past decade, 3,000 additional bus and rail vehicles have passed their useful life,
but remain in service;

To maintain 1993 physical conditions, replacement of 13,800 buses and S05 rail cars is
needed annually, at a cost of $2.7 billion. Another $2.0 billion Is needed annually in
infrastructure construction and repair.

To maintain current performance, $2.9 billion annual additional investment is needed for
additional vehicles and for new or planned fixed guideway systems.

To eliminate the backlog of physical improvement needs, meed federal guidelines, and
bring transit facilities in good repair, an additional $2 billion is needed annually.

To improve performance and serve under-served areas, an annual increased investment
of $3.0 billion to $4.5 billion is needed.
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* Assuming that the successor to ISTEA will be a five-year authorization for federal transit
programs, the following are average Investment requirements that would be necessary to address
national transit infrastructure needs over the 1998 to 2002 period, in 1993 dollars:

Maintain Current Physical $25.2 billion
Condition

Maintain Current $14.4 billion
Performance

Total to Maintain Current
Conditions $39.5 billion

Improve Current Physical $10.5 billion
Condition

Improve Current $22.5 billion
Performance

Total to Improve Current
Performance $33.0 billion

Combined Total of
All Needs $72.5 billion

6 m -a-sun- W g . _

Again, resources can be made available to begin to meet the nation's transit investment reeds.

Continue Present Levels of State/Local Funding $14.5 billion

Continue ISTEA Levels of Federal Funding S123 billion

Total program level possible: $27.0 billion

Options:

Increase Federal funding by using the full
resources of the Highway Trust Fund S24.5 billion

Total program level possible: $39.0 billion

Increase Federal funding by transferring to the
Highway Trust Fund the 4.3 cent federal fuel tax
now being used for general purposes S1-0 billion

Total program level possible: $45.5 billion



92

Continued state and local funding, full use of Mass Transit Account funds, and the use of 20
percent of the revenues of the 4.3 cent fuel tax will allow the nation's transit systems to maintain
current condition and performance, and to address half ofothe $10.5 billion backlog ofunmet
physical needs.

Continued federal support for transit is essential. Recent cuts In transit operating assistance (44
percent reduction in 1996, from $710 million to $400 million) have undermined the ability
transit agencies to make needed capital improvements, shifting a financial burden to the stateand
local level.
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APPENDIX B - More on Bridge Research

In 1931, the American Association of State Highway Officials (now AASHTO)
initially published its Standard Specifications for Highway Bridges and
Incidental Structures, the first bridge-design standard used in this country.
These specifications were accepted as the most comprehensive document guiding
bridge design and put the United States at the forefront of bridge engineering
technology. Since 1931, the AASHTO specifications were revised on a near-
annual basis to account for refinements in design theories, innovations in
construction methods and materials, and heavier and more frequent traffic
loads on bridges. Over the years, bridge engineers continued to apply an
expanding array of innovations resulting from research, including prestressed
concrete, high-strength steel, weathering steel, box girder construction,
modular construction, segmental construction, cablestayed construction, high-
strength bolts, welding, epoxy-coated reinforcement, curved girder
construction, bridge management systems, load and resistance factor design,
adhesives, elastomeric bearings, and drilled shaft foundations.

By the mid-1980s it was obvious that the AASHTO specifications had become
fragmented and there were major gaps in coverage of various bridge elements.
In addition, a design approach known as Load and Resistance Factor Design
(LRFD) had gained prominence; however, the United States, once the leader in
bridge engineering and technology, was one of only a few advanced countries
not actively working toward adopting the LRFD format for its bridge
specifications. In 1987 AASHTO's Highway Subcommittee on Bridges and
Structures agreed on the need for a current, comprehensive code and
commentary; and AASHTO's National Cooperative Highway Research Program,
administered by the Transportation Research Board, was directed tr develop and
recommend AASHTO bridge specifications in a form suitable for the 21st
century.

A $2 million NCHRP project was carried out over a period of almost 5 years to
provide state-of-the-art bridge specifications that once again would place the
United States at the forefront of bridge engineering. The project required
translating and augmenting years of accumulated research results into a
coherent and practical form suitable for use by dasigners. A research team,
composed of more than 50 leading bridge experts worked to develop the
specifications, and hundreds of state, federal, and industry engineers were
involved ic; monitoring the research effort and reviewing drafts of the
specifications. AASHTO member departments performed trial designs of bridges
using the new specifications, and provided thousands of comments to the
researchers.

This research has helped to ensure that the United States regains a leadership
position in the international bridge engineering community. The LRFD bridge
specifications, completed in 1993 and approved and published by AASHTO in
1994, are the most comprehensive specifications in the world, and will be used
to design new bridges that have a more uniform level of safety as well as
improved long-term serviceability and maintainability.
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My name is Tim Docter. I am a highway contractor from Collinsville, Illinois, and the
1996 Chairman of the National Asphalt Pavement Association (NAPA).

NAPA is the national trade association exclusively representing the Hot Mix Asphalt
(HMA) Industry. We have a membership of nearly 800 corporations, most of which
are HMA producers and paving contractors. The majority of our members are small
businesses, and our member firms produce approximately 70 to 75 percent of the
total HMA produced in the United States annually.

I would first like to congratulate this Subcommittee for its leadership on two significant
transportation accomplishments in this Congress: the overwhelming House vote in
support of H.R. 842 and the enactment last fall of the National Highway System
Designation Act. Importantly, the NHS legislation included the repeal of the crumb
rubber mandate which properly restored to highway engineers, and the open
competitive market, selection of pavement design and materials.

We commend you, Mr. Chairman, for holding these important hearings on the
reauthorization of the Intermodal Surface Transportation Efficiency Act (ISTEA) of
1991. Reauthorization of the Federal Highway Program comes at a time when the
highway industry and the entire nation celebrates the 40th Anniversary of the Dw'ght
D. Eisenhower Interstate System. The same sense of vision and commitment which
lead to the historic development of the Interstate System must be generated if this
nation is to maintain the most efficient highway network in the world.

THE NEEDS OF THE NATION'S HIGHWAYS

The debate on reauthorization takes place against the backdrop of a recent U.S.
Department of Transportation report (1995 Status of the Nation's Surface
Transportation System: Conditions and Performance Regort) showing that the
nation's roads and bridges continue to deteriorate because of a serious shortfall of
investment by federal, state and local governments. The report's findings on the
condition of our nation's roads and bridges are alarming:

More than 60 percent of the nation's major roads are substandard and in need
of repair -- 9 percent are in poor condition and 52 percent are in fair condition.

Overall U.S. pavement conditions have worsened for the last two years, for the
first time in at least a decade.

About one third of the nation's bridges -- 32 percent are substandard because
of deterioration or because they do not meet current standards for safety and
efficiency.

American motorists spent an additional $21.5 billion -- $122 per driver -- in
extra vehicle operating costs in 1994 because of driving on roads in poor and
fair condition.



Despite these alarming statistics, the federal government collects $30 billion annually
from highway users and deposits only $21 billion into the highway account where it
can be used for road and bridge improvements. Of the remainder, $3 billion goes to
the mass transit account and $6 billion to the general fund.

The report also finds that the nation must invest an average of $54.8 billion annually
just to maintain current road and bridge conditions over the next 20 years. In 1993,
federal, state and local governments invested a combined total of $34.8 billion. The
federal government cannot fill the $20 billion annual investment gap by itself, but it
could make a significant difference by directing all existing highway taxes toward road
and bridge improvements.

NAPA POSITION ON REAUTHORIZATION

NAPA believes that the backbone of the nation's surface transportation system -- our
highways -- has become lost in the rhetoric of intermodalism. ISTEA attempts to
please all and only succeeds in diluting and diverting highway user fees to social and
environmental uses to the detriment of the highway system. NAPA urges this
Subcommittee to take a fresh look at the Federal Highway Program and restore its
rightful place as the foundation of a surface transportation program.

NAPA believes that the federal government should focus its resources on building
and maintaining a safe and efficient National Highway System (NHS) which is
essential for economic growth, national defense and personal mobility. There'should
be minimum standards established for the NHS by agreement between the states and
the U.S. Department of Transportation. Adequate funds should be provided to bring
the NHS up to standards within a reasonable period of time with no diversion
permitted.

In addition, NAPA supports a strong leadership role of FHWA in critical research and
development of new technologies, construction materials and techniques.

At its May meeting, the NAPA Board of Directors unanimously approved a resolution
(attached) as guiding principles in discussions on reauthorization of ISTEA. Let me
briefly describe some of the key points.

The bill should provide authorizations only for the highway program from the
Highway Trust Fund.

NAPA believes that the next highway act should reaffirm the Federal Highway
Program and increase highway authorizations to better address the deterioration of
the nation's roads and bridges. While highway travel continues to significantly
increase, the 1995 Condition and Performance Report found that from 1983 to 1993,
the transit service utilization rate (transit passenger miles to transit capacity
equivalent miles) declined by 16 percent. Transit does not serve a national
transportation purpose and funding should come out of the general fund and not from
highway user fees.



97

The bill should repeal all so-called flexibility provisions whereby highway funds
are eligible to fund non-highway programs.

NAPA believes the flexibility provisions have eroded the Highway Trust Fund.
While such programs may be meritorious, they are not proper uses of the highway
user fees. Transit, historic preservation, bikepaths and intermodal facilities serve
varied purposes but to erode the core funding source of the highway program is not
warranted. The Transportation Enhancement Program is a prime example and
should be repealed.

All highway user fees should be deposited in the Highway Trust Fund and
dedicated to highway purposes.

NAPA believes that the 4.3 cents of the highway user fees currently going into the
general fund should be deposited in the Highway Trust Fund and that the exemption
for ethanol should be repealed.

The largest federal diversion has been $30 billion to the general fund since 1990 for
deficit reduction. An additional $29 billion has been diverted to mass transit and
other non-highway transportation purposes as a result of the Mass Transit Account
and flexibility allowed under ISTEA. The partial exemption from federal motor fuel
taxes for gasohol since 1980 has reduced Highway Trust Fund revenues by $6
billion. At the current rate of diversion and exemptions, total federal diversion will
reach $100 billion by the year 2000.

The ultimate authority for deciding on projects for federal highway funding
should be vested in the state DOTs.

NAPA believes that the state should continue to have full authority for administering
the Federal transportation programs within the state. The state may choose to
delegate authority to substate entities for project selection, design, lettings and
administration consistent with its laws and policies. But that is a state prerogative.
There is no overriding Federal interest that justifies usurping state constitutional rights
by granting decision making authority to quasi-government institutions like MPOs.

The Highway Trust Fund should be .taken out.of the unified Federal Budget and
the revenues to the fund be fully available for expenditure on highway projects.

NAPA continues to work with the Alliance for Truth in Budgeting to urge Senate
support of the off budget legislation. If the Senate fails to act on the off budget bill
then it should be made a top priority in the next Congress as the foundation for
increased authorizations as part of ISTEA reauthorization.
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In summary, Congress should pass highway legislation that restores the highway
program as the backbone of the nation's economic mobility. Significant steps should
be taken to restore the integrity of the Highway Trust Fund by eliminating diversion to
non-highwaylourposes and fully expending highway user fees to close the gap of well
documented highway and bridge needs.

NAPA appreciates the opportunity to present our views and I would be pleased to
answer any questions.
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RESOLUTION
HIGHWAY PROGRAM REAUTHORIZATION

Whereas, ISTEA eroded the Highway Trust Fund by encouraging the
unprecedented diversion of, highway funding to nonhighway purposes;

Whereas, such nonhighway purposes includes transit, historic
preservation and restoration, and other purposes unrelated to
highway transportation;

Whereas, there is mounting pressure to shift traditional states
rights and responsibilities to local governments and Metropolitan
Planning Organizations (MPO's);

Now therefore be it resolved that the National Asphalt Pavement
Association (NAPA) supports the following principles in the next
authorization of the Highway Program:

* The bill provide authorizations only for the highway
program from the Highway Trust Fund;

The bill repeal all so-called flexibility provisions
whereby highway funds are eligible to fund nonhighway
programs. While such programs may be meritorious, they
are not proper uses of the highway user fees;

All highway user fees should be deposited in the Highway
Trust Fund and dedicated to highway purposes.

The ultimate authority for deciding on projects for
federal highway funding be vested in the state DOTs.

* The highway trust fund should be taken out of the unified
Federal Budget and the revenues to the fund be fully
available for expenditure on highway projects.

Adopted by NAPA Board of Directors, May 4, 1996.
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June 5 1996.

Thank you Mr. Chairman.

It is a pleasure to be here before the Sub-Committee and testify
concerning the reauthorization of the Federal Surface Transportation
program. As someone who has followed the preparation of federal
authorization legislation for highway transportation for over 20 years, 1
appreciate the difficultly of the task and the magnitude of the task facing
the Sub-Committee's members.

The Subcommittee's upcoming reauthorizations of the surface
transportation legislation, following the major rewrite of surface
transportation legislation that the 1991 Surface Transportation
Efficiency Act represented, provides both the luxury of reflection as well
as the opportunity to adjust and move the federal program forward.

This morning I would like to touch today on two areas that I feel are of
reat imncrt e inyour-deliberations. The first item deals with the

reauthorization of ISTEA and reflects my experiences with federal, state
and local governments as they have attempted to implement this major
shift in direction in the federal highway and transit programs. My
observations are that the implementation has gone amazingly smoothly
considering the magnitude of the changes that were part of ISTEA. This
can be directly attributed to the skill, dedication, and overwhelming
positive attitude of all of those involved in learning what was required
under the new act, and then working in good faith to put those
requirements into practice. The progress has not always been smooth nor
even, but I feel, from my observations, that it has gone far better than
most expected.

-1-
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Therefore, I feel that it would be a serious mistake to try to make major
adjustments at this stage in the basic program structure and processes.
The steepest part of the learning .curve is just now passing. Change and
adaptation in process and substance are just now being accommodated
and, to shift gears, change direction, or make major modification in
concept at this point would neither serve the interest of the program nor
the users of surface transportation in this country.

I would point out, however, that the major obstacle to fully assimilating
these new processes has been the lack of funding to proceed with the
necessary research and development of tools-to carry out these programs.
We have not invested in new tools for planning and program development
in over twenty years and, to expect the tools of the '50's and '60's to
adequately serve us as we move into the next century, when it comes to
planning, projections of traffic and demand, development of consensus to
proceed with solutions, or deployment of ITS systems to our major
facilities is both shortsighted and unreasonable.

Even the research on design and construction mythology has been limited
and preceded in fits and starts such that states and local governments are
-challenged to provide even the most fundamental improvements- to our
facilities with the current fiscal environmental and programmatic
constraints. The system to integrate environmental concerns with
economic constraints, safety demands, and political considerations
simply do not exist and it is testimony to the inventiveness, creativity
and just plain--"we will get it done" determination of state and local
transportation managers that anything occurs.

Even the Federal Highway Administration's significant efforts in
developing the National Highway System, which Congress adopted last
year, was challenged by the lack of adequate tools. These shortcomings
became evident even before the Congressional approval concurred and
resulted in Congress requiring a retrofitting of intermodal connections
and other concerns that could not be accommodated by the procedures that
we have available to us.

In terms of the total program, these investments in planning research,

-2-
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process development, system design, and construction management are
negligible. But without them, tremendous losses occur, both in the time it
takes to implement appropriate projects as well as the selection of the
very projects themselves for implementation.

The second area I would ike to bring to your attention concerns the
overall progress of transportation in the country with, of course, the
specific emphasis on our surface transportation systems. The last 12
months has seen some of the most horrific transportation accidents that
have occurred in most of our lifetimes. One has to go back to the latter
part of the last century and the early part of this century to find a period
when transportation failures have resulted in the magnitude of disruption,
economic lose, and casualties that we have seen. My review of what I can
find on these occurrences, from the AMTRAK/MARC incident here in
Washington, to a series of air traffic control failures all across the
country, to the evidence of ever mounting congestion related incidents on
our highways, is that we simply have failed to invest enough in our
transportation systems to have them operate efficiently and safely in
support of the nation's economy and social development.

The Federal Highway Administration and the Federal Transit
Administration have both published studies recently describing the
magnitude of the investments that their data indicate we should be
making in our highway and public transit systems. These investment
recommendations reflect the minimal level needed to maintain current
conditions. Yet, I feel that it is shocking that they reflect almost a 50%
increase in our current investment level merely to attain the modest goal
of not falling further behind and dis-investing further in our nation's
infrastructure.

I would hope that as this Sub-Committee, and the other Committees of
Congress, consider the highway and transportation needs of the nation
that they would realize and take into account, that failure to invest in our
nation's transportation system is both short-sighted and simply inhuman.
It denies jobs to many who need the opportunity to contribute and
condemns tens of thousands to lifetimes of injury as a result of the
accidents that occur on our out-of-date, unsafe systems.

-3-
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I would urge the Committee to continue to use its resources to advance
the program at a rate that at least ensures that taxes being collected
from users of the highway and transit systems are put back into those
systems and not continued to be held for other purposes, as worthy as
those purposes might be. For in the long term, it is the investment in our
nation's transportation infrastructure that will ensure our national
security, expand economic opportunity, and contribute to our social
welfare.

Mr. Chairman, again, let me thank you for the opportunity to appear before
you and I would be pleased to try to respond any question you or the
members might have.

-4-
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Mr. Chairman and Members of the Subcommittee, thank you for this opportunity.
I am here today representing Parsons Brinckerhoff. Parsons Brinckerhoff is the
nation's largest transportation engineering firm, with over 5000 employees in 80
offices around the world and throughout the United States. We are an
employee owned firm and have provided transportation engineering services for
over 110 years. My comments today will reflect not only my firm's private sector
perspective on reauthorization, but also my previous personal experience from
a state DOT and FHWA view point. I served as FHWA Deputy Administrator
from 1989 to 1993 and with the Illinois DOT for 25 years.

We commend the Subcommittee's early hearing effort regarding the
reauthorization of federal surface transportation programs. Our transportation
system is too vital to our nation's economic welfare in the global marketplace to
risk any interruption in the federal program. The founding father's foresight in
reflecting interstate commerce as a vital role for the federal government in our

-Constitution is as appropriate today as it was over 200 years ago. The.
Intermodal Surface Transportation Efficiency Act of 1991, ISTEA as it is called,
provides a sound basis for now considering reauthorization. Several
components of ISTEA have proven to be particularly significant when
considering the future:

* development and designation of a National Highway System (NHS); your
effort last fall made the NHS a reality

, recognition of the important intermodal nature of freight and passenger
movement

* increased flexibility to state and local governments to address
uniqueness between states and regions

* greater opportunities for public/private partnerships in the delivery of
cost-effective transportation services; further supported in last year's
NHS legislation

. broader and more comprehensive transportation planning and
investment decision-making in recognition of transportation systems' far-
reaching impact on our individual, social and economic welfare

* renewed federal leadership in transportation research

These principles are as valid today as they were in 1991 and can continue to
serve us well into the 2111 Century.

Most are familiar with the statistics that demonstrate the significance of the NHS
so I will not restate them although they are clearly very powerful indicators. It
will suffice to say that the federal government has a very clear and irreplaceable
role in assuring the NHS continues to be the foundation of our nation's entire
transportation system.
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At the end of this month, we celebrate the 40P anniversary of starting the
development of our Interstate System. It was only through the federal program
and its leadership that we today continue to reap the economic and safety
benefits of an integrated Interstate System. We must invest today in the NHS to
assure our succeeding generations have similar benefits. The role of the
federal program in this regard should be unquestioned.

Interstate maintenance must continue to be a key objective of the NHS program.
It appears clear that State DOT's will exercise appropriate judgment in
allocating resources among the array of NHS needs to assure the protection of
past investments in the Interstate System -- a separate program element is not
required.

Bridges are a very unique element of our highway system. They are both costly
and essential to allow safe and efficient travel. A separate bridge program
should be continued to assure this critical element is adequately addressed.
Furthermore, I also advocate a significant funding increase for the discretionary
component of the bridge program. Some high-cost critical bridges simply
cannot be funded at the local and state government levels without undue trade
offs with other program needs.

While I have attempted to illustrate the clear federal significance of the
Interstate, NHS and Bridge programs, I would be remiss if I didn't touch upon
the nearly 3.9 million miles of our nation's other roads and streets. Our National
Highway System cannot function properly without the support of these arterials
and collectors. In most cases they provide the only means of access into rural
and urban areas. The federal program must recognize this need through
continued funding support, but should also recognize the ability of state and
local governments in partnership to make the appropriate decisions within a
very broad federal framework.

Another area of key importance is research. ISTEA began a period of renewed
federal leadership. The FHWA, FTA, FRA and NHSTA must be financially
supported to provide this leadership. Without it, the potential benefits will simply
not be realized.

Mr. Chairman, we at Parsons Brinckerhoff are proud partners in our nation's
transportation. We recognize and value the difficult challenges you, the
Subcommittee and full Committee face. Yet based on the strong record of
historical achievements through the Committee, we remain completely confident
of ISTEA's reauthorization becoming another milestone along the road to
progress. We stand ready to help in this journey!
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Mr. Chairman and Members of the Subcommittee, I appreciate the opportunity to

appear before you today to share the views of the Intermodal Association of North

America (IANA) on the matter of infrastructure investment as part of your

comprehensive hearings leading up to reauthorization of the Intermodal Surface

Transportation Efficiency Act of 1991 (ISTEA).

LANA is North America's leading industry trade association representing the

combined interests of all types of Intermodal freight transportation companies and their

suppliers.

Its almost 700 member companies include railroads, steamship lines and their

stacktrain affiliates, intermodal truck operators and over-the-road highway carriers,

intermodal marketing companies, and ports. IANA members transport the bulk of the

nation's intermodal freight shipments both domestically and internationally throughout

North America.

At the outset, I want to commend this Subcommittee and the Congress on its

enactment last fall of legislation designating a National Highway System. This

important measure was mandated by the Intermodal Surface Transportation Efficiency

Act (ISTEA) and its enactment was an important declaration of the Congress's

commitment to creating a highway network that meets our future needs to move

people and goods.

The NHS, along with the world's best railroad system, modern port facilities, and

growing air cargo capabilities, makes up this nation's incomparable freight intermodal

transportation network - a network whose continued efficiency is critical to the
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competitiveness of U.S. producers both at home and abroad.

My comments today will focus on the importance of investment in the National

Highway System to meet the ever-growing needs of the nation's transportation service

providers. In particular, I will focus on the need for critical investment to improve

the efficiency of freight intermodal connectors - the roadways and arterials that link

the nation's freight terminals with the NHS System.

IANA, last year, lead a coalition of freight interests which advanced the

intennodal connectors provision in the NHS. The importance of this effort to insure

that freight intermodal connectors, particularly, were included in the NHS is

demonstrated by the diversity of freight interests who worked together to achieve this

objective. Our coalition included:

" American Trucking Associations, Inc.;

" Association of American Railroads;

" American Association of Port Authorities;

" Air Freight Association;

" American Forest and Paper Association;

" American Institute of Merchant Shipping;

" National Association of Manufacturers;

" National Industrial Transportation League; and,

" National Private Truck Council.

This group, working with members of the Transportation and Infrastructure

Committee and its Senate counterpart, was successful in making the case for
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connectors language in the NHS bill.

The NHS provision dealing with intermodal connectors directed the Department of

Transportation, working with the States and regional and local planning organizations,

to submit NHS connections to "..major ports, airports, international border

crossings, public transportation and transit facilities, interstate bus terminals, and rail

and other intermodal transportation facilities." These connections were to be proposed

by the States and revised by the DOT and submitted to the Congress for approval

within 180 days after enactment.

Recently, in keeping with this NHS mandate, the DOT submitted to the Congress

its recommendations on NHS connections to major intermodal terminals. These

connections total approximately 1,925 miles of roads and arterials, connecting to more

than 1,251 major terminals. By comparison, the NHS adopted last fall included

connections to only 148 intermodal passenger and freight terminals.

IANA and its coalition partners have not had an opportunity prior to this hearing

to thoroughly evaluate the connectors list submitted by DOT. We are, however,

encouraged by the substantial number of designated connectors and facilities that are

included in the DOT report.

However, we will closely review the connectors list and advise the DOT and the

Congress further of any significant omissions and/or oversights that may be

discovered.

The NHS legislation also established interim funding eligibility for the connections

to major intermodal terminals. Therefore, the connections identified in the DOT
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report now are eligible for improvement with NHS funds, even though such

connections will not formally be designated as part of the NHS until the Congress

adopts legislation doing so as part of its ISTEA reauthorization efforts.

Intermodal connectors, although often short roadway or arterial segments, are vital

links between the NHS and freight terminal facilities. Often, these terminals are in

older parts of our cities and the streets serving them never were designed to handle the

volume of vehicles that move between these facilities and the NHS network.
44

Thus, these roadways often become choke points where traffic congestion

contributes to poor air quality and an eroding quality of life in surrounding

communities. Designating and investing in intermodal connectors as part of the NHS

will allow the States and localities to begin alleviating these damaging effects by

targeting spending on such activities as improving signage and signalling, easing

highway clearances, and improving turning radii to accommodate today's longer trucks

- all of which can improve traffic flow and enhance the quality of life in

surrounding communities for a comparatively small investment.

Spending on intermodal connectors is essential to enhancing goods movement. In

1995, for the second year in a row, the nation's major railroads transported more than

eight million containers and trailers throughout the U.S.' The nation's top fifteen

container ports, meanwhile, handled more than 18 million TEUs of freight. A TEU is

the equivalent of a twenty-foot container.2

1 Weekly Railroad Traffic. Association of American Railroads

2 American Association of Port Authorities
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These statistics help to frame the significance of the nation's freight intermodal

network and - since most containers and trailers spend at least a portion of the transit

time between origin and destination on the highway - the importance of efficient

freight intermodal connectors is self-evident.

Without an appropriate investment to improve freight intermodal connectors, the

continued growth of one of the nation's best economic success stories of the last

decade could be stymied.

While the Congress, in the NHS, created the opportunity for the funding of

intermodal connector projects, it did not guarantee such investment. It is now up to

the advocates of intermodal connector projects to make their case for such investments

through involvement with metropolitan planning organizations (MPOs), as well as the

States.

Recognizing the challenges facing MPOs in meeting the funding needs of its

various constituencies, and faced with the need to consider, for the first time, freight-

related planning, as well, a group of freight interests have joined together to help their

respective members better understand the planning process and the need for their

involvement in it.

The Freight Stakeholders National Network is a coalition of associations

representing transportation providers and shippers. Its members include:

" Air Freight Association;

" American Association of Port Authorities;

" American Trucking Associations;

5
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* Association of American Railroads;

* Intermodal Association of North America;

* National Association of Manufacturers;

* National Industrial Transportation League; and,

* National Private Truck Council.

The Network was formed to help create and support locally autonomous

partnerships among the freight community and the various State, local and regional

transportation planning authorities responsible for freight mobility in our nation's

cities. It is hoped that these partnerships will encourage private-sector freight interests

to take ownership in the planning process, while providing an opportunity for public-

sector planners to better understand the link between efficient goods movement and a

community's economic well-being.

While transportation planning is not the focal point of these hearings, it is

important to note that the efforts to date by freight transportation interests to target

projects for MPO consideration have met with mixed results. A recent Stakeholders

Network survey reveals that thirty-eight percent of MPOs responding have a routine

mechanism for receiving input from the freight community - namely, shippers and

transportation providers.

While some freight interests have suggested that that finding illuminates the failure

of the MPO freight planning process, IANA would suggest that it reflects a reasonably

favorable trend - given that the MPOs were given this expanded responsibility only

three years or so ago. From a standing start of zero several years ago, thirty-eight
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percent represents acceptable progress to LANA.

Therefore, IANA would strongly support retaining the important role of MPOs in

any reauthorization bill. lj9wever, while most infrastructure decision making is being

accomplished locally, there is an ongoing need to view our freight transportation

infrastructure in a systematic way - assuring the most efficient nationwide freight

network.

To assure that the MPOs are cognizant of the transportation network consequences

of their local planning efforts - including investment in freight intermodal connectors

- IANA believes there is need for continuing Federal oversight of such activities.

In this age of increasing global competition, the transportation component of the

delivered price of U.S. goods often can make or break a market for American

producers. We need to insure that in our local planning activities, barriers to greater

freight transportation efficiency are not inadvertently erected.

Thank you.

7
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Good afternoon Mr. Chairman, Members of the Subcommittee. My
name is Mike Maples. I am Vice President of Vinton Construction Company,
a concrete paving contractor located in Manitowac, Wisconsin. On behalf of
the American Concrete Pavement Association (ACPA) and the American
Portland Cement Alliance (APCA), I appreciate this opportunity to express
our views on the reauthorization of the Intermodal Surface Transportation
Efficiency Act (ISTEA). Mr. Chairman, in the interest of time, I would like
to submit my written statement for the record and summarize my remarks.

Vinton Construction Company is a $25 million company concentrating
on concrete pavement construction. We have been in business since 1931
and work throughout the state of Wisconsin. I am proud to be a member of
the cement and concrete family which consists of nearly 100,000 workers
throughout the United States, and our company is proud to have been a
player in building Wisconsin's highway network. ACPA represents over 700
members with chapters in nearly every state. We are especially proud of the
partnership between concrete pavers and cement companies, united to
provide the best product to our customers.

Throughout concrete pavement's history, our customers traditionally
have represented the public sector at the federal, state and local levels. We
believe that nearly 80 percent of our $7 billion industry is the result of
public expenditures. As such, the federal government's participation has
been the cornerstone, not only of project funding, but of planning, research
and innovation as well.

While there are those who recommend a drastic reduction of a federal
role in transportation, we see the exponential benefits of a first-class
national transportation system -- from efficiently moving people and goods
to economic growth and job creation. We are pleased with our overall
relationship with the U.S. Department of Transportation and trust that it
will be a partner in the future.

Sadly, however, there is plenty of evidence to support the enormous
need for additional investment in highways and other transportation modes.
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Even with unprecedented expenditures during ISTEA, the Federal Highway

Administration's Condition and Performance Report to Congress shows that
we still lost ground on pavement and bridge conditions, and most

unfortunately, in our nation's highway safety record. Even though ISTEA

opened the door to meeting additional needs in transportation, we cannot

escape the fact that the heart and soul of our system -- the highway network

-- did not improve. While we support good planning, environmental balance,
and quality of life, we cannot sit back and expect the highway network to'

take care of itself.

To support increased investment in a national transportation program,

we Join with our construction partners in advocating taking the

transportation trust funds off-budget; redirecting the 4.3-cent gasoline tax

into the highway account; eliminating the tax subsidy for ethanol;

strengthening motor fuel tax collection and enforcement efforts; and
developing additional funding sources to supplement user-financed

mechanisms. We believe it is essential to supply additional funding if we are

to "Grow America." All signs show that our infrastructure is deteriorating
faster than we are replacing it. While my country, just like my company,

needs to control borrowing and deficit spending, the argument against

passing our national debt to our grandchildren is Just as applicable against

passing our transportation debt to them.

There has been some national discussion regarding the value of a long

authorization period. A long authorization period is important to Vinton

Construction and other small-to-medium-sized companies because it enables

better planning in an industry that is changing rapidly. It is a clear signal to

my company to invest in our work force and our equipment.

The placement of concrete pavement has progressed from a simple

slip-form paver first used in Iowa in 1958, costing $32,000, to today's

computer managed, hydraulically operated, automated paver costing

upwards of $2 million. This new technology provides our customers with

the world-class quality they demand. However, it can take our 8-12 person

team nearly five years to fully master and manage this equipment in today's

complex construction environment.
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Secondly, a long authorization period impacts the work force size.

The decision to expand or reduce our labor force is complicated. We must

consider the potential local marketplace, labor force, material sources and

projected financing. A significant factor in our decision is the public

sector's commitment to long-term financing. If we perceive a national

commitment to a long-term program with adequate and stable investment

levels, we are better positioned to make the required investment in human

resources.

Finally, we are a much maligned Industry for our lack of innovation and

creativity. Innovation costs are high, and it is only through the low-bid

process that we can recover these costs. A steady long-term reauthorization

period gives us at least one strong incentive to innovate knowing that we

will have the opportunity to recover the costs over time. We know that

concrete paver and concrete plant equipment manufacturers have many

innovations on the drawing board and are waiting for some sign of national

commitment to transportation.

My heart tells me to invest in training, innovation and world-class

equipment, but I must tell you, Mr. Chairman, that the projected budget

figures for transportation, including highways, sends a direct message not to

invest or expand. My fear is that once the moment is lost, It may not be

regained without tremendous pain.

During the last authorization, the highway community came together

under the quality banner and signed the National Quality Initiative. This

initiative was motivated by strong public and private sector commitments to

address the most important overall goal of the highway program. That is to

biing quality directly to the public through smoother, safer pavements,

better roadside safety, and !t1nger lasting facilities. My industry friends

sitting at this table and ACPA are proud to have been signatories to this

Initiative.

Quality, however, is not something that happens simply by signing a

document. It comes from specifying clearly what is needed, establishing
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attainable goals and working as a team to deliver that product. We believe it
is through cooperation with the Federal Highway Administration and the
various state departments of transportation that we can better provide a
quality product to the public.

While working on the Quality Initiative, we saw and heard much about
European pavement practices. My Association was a key participant in
several international scanning tours. Our observations then, and our
observations now, are the same -- European technology is not better than
U.S. technology, nor is their commitment to quality any stronger than U.S.
commitment. However, what the Europeans apparently have is a willingness
to expend more funds per unit of construction. This translates into deeper
pavement sections, premium material specifications and much earlier
rehabilitation than is generally common in the U.S.

Often, European companies use contracting techniques such as
warranties and guarantees, design-build, or design-build-maintain as
elements of their system. We have experimented with some of these
techniques in the United States, and particularly in my state of Wisconsin.
While we are proud of our industry's innovation history, we are disappointed
that we have ignored the European investment experience and concentrated
on the European contracting experience.

In order for the industry to design and build truly long-lasting quality
products, we must address the fundamental determinant of quality. We
believe high quality results from a combination of dollars committed to the
project, the required quality level of materials and workmanship, and the
teamwork between the agency and the contractor. The low-bid process is
fundamental to ensuring quality as it assures evenness and fairness in the
competitive process. If the agency raises its investment level and translates
quality of product performance through sound designs and specifications,
the low-bid process will ensure delivery of the best product -- without a lot
of contract gimmicks.

What can Congress do to support the National Quality Initiative in light
of European experiences? We believe Congress should authorize, and

4

37.734 97.- 5



120

eventually fund, the highest possible federal dollar amount for the National
Highway System (NHS) and for the bridge program -- upwards of 85 percent
of all available funds. It should also give serious consideration to directing
the NHS monies to the Interstate as a first priority in the funding process.
Finally, Congress should ask the Department of Transportation to develop
and implement consensus about long-term performance requirements for
the Interstate portion of the NHS. With sound finances and creative
legislation, we believe that the NHS and the Interstate can surpass any
quality test -- U.S. or European.

Thank you, Mr. Chairman, for the opportunity to discuss the Interests
and concerns of the concrete paving and cement industries. We look
forward to working with you on the reauthorization process. I would be
pleased to answer questions at the appropiate time.
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Mr. Chairman, I am Paul C. Mellott, Jr., Executive Vice President of H.B. Mellott Estate, Inc.In Warfordsburg, Pennsylvania. My appearance today'is on behalf of the National Stone
Association wbere I serve as Charman of the Board. I am accompanied by William D.
Kelleher, NSA's Vice President for Government Affairs.

Mr. Chairman I would like to summarize my statement around three points.

Thme is a dramatic need to enhance the federal-aid highway program both in terms of its
financial commitnmt to building our national highway network and in improving the quality and
cost-effectiveness of the highway contruction process. As the Federal Highway Administration
has rep ortd the federal investment in bridges and highways, needs to grow to $32.3 billion
annually for our country just to keep pce with our existing needs (se Attachment 1). NSAbelieves that to encourage job creation and economic growth, we will need to expand beyond
that funding level. We support taking the federal transportation trust funds off-budget to ensure
that the user-fee/trust concept can be used as it has been for almost 40 years to meet our
highway needs.
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But we must also ensure that the public receives the best value for its highway investments.
While the public focuses on the 3/4 of an inch of travel surface that they ride on, as shown in
figure 1 a road is really a complex system made up of multiple layers each with specific
functions that may add another 12-18 inches below the road surface.

3/4 In. Asphalt Open
Graded Surface1 Sea Coat

1 in. Asphalt Concrete --- ----
Surface

6 In. Asphalt Concrete Base
3D - 2 in. courses

DGA Filter Blanket
2 In. 0,4 In. Perfo

44 3ft , 1 ft 8in. --so

Figure I - Road Cross Section

NSA has joined with our sister group the National Aggregate Association to form the Center for
Aggregate Research (CAR) that is working on issues that impact not only the 5% of the road
the public sees, but also the 95 % that is generally only visible when there is a pothole. We

believe the federal aid highway system should encourage innovation, productivity and
performance in highway construction. There should be flexibility in the federal-aid system to

encourage partnering between government, industry and the research community to ensure those

paying for our highway system get the best possible highway for their money.

Second:

We believe that when Congress reauthorizes ISTEA, it should focus on the need to increase

highway capacity. Highways are how we provide mobility for the vast majority of our people

and goods. During the life of this bill highway performance and capacity should be its focus.

While in certain areas, transit has a role to play. Highways will be the dominate mode of

surface transportation for the foreseeable future. The ISTEA reauthorization process should
reflect this reality.
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NSA recommends:

Reauthorizing ISTEA before the current law expires.

As noted earlier, taking the federal transportation trust funds off budget to restore
the integrity to the user fee/trust fund concept for financing the federal share of
our nation's transportation infrastructure network.

Restoring the over $10 billion shortfall in ISTEA implementation funding that has
occurred since the Act's adoption. These funds should be focused on building
mobility capacity in our highway system and constructing the connections between
our highway network and other modes of transportation.

Providing guidelines and assistance to MPOs (Metropolitan Planning
Organizations) that will help them balance local and regional needs with national
transportation programs such as the NHS purposes of linking major population
and economic centers that stretch across local and often state boundaries.

Providing mechanisms that will recognize market-based approaches to building
and managing infrastructure and promote public-private partnerships when
opportunities to encourage economic growth and job creation can be enhanced.

Working to ensure that gasoline user fees are put to transportation purposes and
not diverted from their intended use. While previous budget actions restored 2.5
cents of gas taxes to the Highway Trust Fund, 4.3 cents will continue into the late
1990s to go for deficit reduction. At a time when our infrastructure's physical and
financial deficit is growing we should not be taking some $7 billion a year away
from highway uses for non-transportation purposes.

Keeping specific product requirements such as the mandated use of crumb rubber
out of the ISThA reauthorization process.

Mr. Chairman, under the current budget process environment, ISTEA reauthorization will be
competing with other programs for scarce federal dollars. NSA urges you to remember one
basic formula when you begin this task:

I - P - SL/QL
Infrastructure = Productivity = Standard of Living and Quality of Life

Investing in transportation infrastructure is an absolute necessity in a global economy. Dr.
David Ashauer's research has clearly demonstrated the role of infrastructure investment in
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enhancing productivity and job growth. Many groups will come before this subcommittee and
urge spending in their areas. In evaluating these different requests we urge you to recognize the
basic fact that highways are the way we move the vast majority of people and goods in this

country. Both equity and practicality argue for federal user-fee financed programs to focus their
attention on the productive infrastructure investments of highways, runways and waterways.

Reports produced from both the public and private sector show a huge unmet nbed in the

construction, repair and rehabilitation of our transportation network. Also our population is

forecasted to grow by 75 million people by the year 2030. The actions we take today will

support that future growth. Transportation infrastructure provides a complex service that has

a larger impact then just the provision of mobility. It does impact the environment and helps

shape community structures. However, mobility is the first purpose for infrastructure

investments and when needs are growing and the competition for resources is greater than even

before, we need to give priority to those types of programs that move the most people and goods

per dollar invested. We believe that we can build infrastructure that meets our nation's needs

in ways that respect the environment and communities and still provide cost-effective mobility.

Background

The Nation's Economy and ISTEA Reauthorization

America's transportation infrastructure and especially its highway network supports a high

standard of living and a rapidly changing economy. During the legislative process that lead to

the passage of ISTEA (the Intermodal Surface Transportation Assistance Act) a full accounting

of the problems of our infrastructure was presented. During the reauthorization process,

Congress and the Administration must not only correct existing difficulties, but more importantly

Congress and the Administration must look to the future in formulating this next generation of

legislation.

Jobs and Population Growth

The nation's changing population counts and forecasts remind us that America is not standing

still. While absolute growth continues to be focused on the sunbelt, all metropolitan areas except
one are expected to see some growth between now and the year 2000. Approximately 19 million

new jobs will be needed by the turn of the century to accommodate our population growth. The

U.S. Department of Commerce has projected the growth in public works investment and

especially in highways must be increased by one-third more if our economy is to sustain the

industries needed to provide these jobs. ISTEA must play a key role in helping to stimulate and

support these jobs. MPOs must recognize that as the workforce and employment centers spread

across a region, the interplay between national, regional, state, and local transportation needs

and networks must be coordinated.
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Economic and Qeo, _pic Resrutring

While the exact nature of the link between transportation infrastructure is the subject of ongoing
research, there is no doubt that transportation infrastructure services complement private capital
investment and are necessary for economic growth. The old business saying that nothing happens
until you make a sale has the corollary that if you want to keep customers you better deliver
your products on time. A continuing underinvestment in our national highway network will
retard economic growth and shift jobs and economic activity out of America into a global market
place. Increasingly, state and local economic development efforts are highlighting the quality of
their workforce and education system and the ability of their transportation network to reach
world markets. If our transportation system will provide reliable and efficient deliveries,
computer integrated flexible manufacturing and inventory control systems can provide cost
savings equivalent to long run production plants. Clearly, this application of technology
demonstrates the inter-relationship between private and public capital. NSA strongly urges
making the public investments in ISTEA and especially the National Highway System.

ISTEA and the Crushed Stone Industry

As a capital intensive industry, a reliable and predictable market for our product creates the best
environment for investment decisions for both acquiring reserves of aggregate deposits and
purchasing plants and equipment. To provide quality aggregate at reasonable prices we need to
work together with the public sector to smooth the large fluctuations in the infrastructure
construction market. Timely reauthorization of ISTEA with adequate funding will give aggregate
producers a clear signal that the Federal Government is committed to building and maintaining
our nation's highway infrastructure.

The crushed stone industry has traditionally been cyclical in nature. Approximately half its
demand is based on building construction related to housing and commercial development which
is driven by shifts in interest rates. The other half of the aggregate industry is based on public
works which is driven by the political process.

The imputed cost for the crushed stone industry from the wide fluctuations in public support for
infrastructure is estimated to be approximately $250 million to $325 million per year based on
the standard analysis of the cost to the construction industry of cyclical variations in demand and
an overall crushed stone annual market of $5 billion. However, this cost is not evenly distributed
because of the highly localized nature of crushed stone markets. Costs will fall disproportionately
on those areas where public support for infrastructure spending has wide fluctuations or
investments in highways and other public works are highly dependent on unreliable state and
federal programs.

Let me briefly give you some examples of how cyclical fluctuations impact our industry:
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In determining site suitability, the ability to accurately forecast long-term market
potential effects investment determinations ranging from the building of access
facilities for a site to the size of a site and the amount of reserves to be purchased
as part of the initial land acquisition process. Also market forecasts will determine
how much overburden can be economically removed before a commercially viable
qtary can be developed.

The production of aggregate by its very nature is a long-term industry. Issues
such as rate of return comparisons to other investments, the size of plant to be
established, whether new or used equipment should be purchased or alternatively
whether a portable crushing plant should be employed instead of building a
permanent facility are all part of capital cost considerations.

Labor is the third and most important input influencing production. Labor is most
important because the effective use of the other two factors depends completely
on the skill of the labor force. In every aspect of the business, labor can make the
difference between a highly profitable enterprise and one that is marginal or
unprofitable.

Layoffs carry the risk that skilled employees will find other suitable full-time employment. For
our industry to invest in training and developing employees and to ask our employees to make
a commitment in developing their careers as part of our operations, we need to be able to offer
them jobs with a long-term future for themselves and their families.

Research Priorities

As part of ISTEA reauthorization, we urge you to provide the necessary funds to continue the
federal research program. But more importantly, we urge you to listen to what the research
community tells us about materials design and construction methods.

Mr. Chairman, this committee was instrumental in saving the American taxpayers millions of
dollars by repealing the imposition of the mandated use of crumb rubber modified asphalt
(CRM) as called for in the original ISTEA legislation. We applaud the subcommittee's action.
However, the larger issue is how the use of a material such as crumb rubber asphalt was put into
law when the overwhelming weight of evidence was that it is a material with value, but limited
applications. Further, there was a large volume of evidence indicating that CRM would increase
costs but add no additional value. In addition, unless those applying it had expertise in its use
it was consistently failing when used in highway construction. Fortunately this problem has
finally been solved by the repeal of the crumb rubber mandate as part of the National Highway
System Designation Act.

We believe a long-term solution to this type of problem is necessary. Research in the
construction materials field must be based on public-private partnerships utilizing sound science.
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As the old saying goes, OIf wishes were horses, beggars would ride." We cannot simply will
solutions to problems such as the disposal of scrap tires by passing a proposal into law.

To address the research needs of highways related to our industry the National Stone Association
has joined with our sister group the National Aggregate Association to establish the Aggregates
Foundation for Technology, Research and Education which funds the Center for Aggregates
Research (CAR).

The Center for Aggregates Research (CAR) combines the research expertise of some of the
world's top engineers and scientists, state-of-the-art research laboratory facilities, and two of the
highest ranked engineering universities in the United States. Jointly operated by The University
of Texas at Austin and Texas A&M University at College Station, the Center conducts
invaluable research in the study of aggregates technology and provides the industry with the
knowledge to put the latest aggregates technology into practice.

Through conferences, symposia, research bulletins and industry presentations, CAR is putting
the most up-to-date technology into the hands of private industry and state and federal agencies,
so aggregates resources are used in the most efficient and economical manner.

Funding for the center is derived from four primary sources: interest from an endowment
established by the Aggregates Foundation for Technology, Research and Education; contributions
from member companies; and funds contributed from UT and Texas A&M. The Center actively
seeks additional funding for research projects. An Advisory Board of Directors, composed of
industry and university representatives, provides direction to the Center.

Among its current and recently completed research projects are:

*Evaluation of Performance of Pavements Made with Different Coarse Aggregates*
"Reynosa-Matamoros Toll Road Project"
"Design and Evaluation of Large Stone Mixtures"
"Recycled Materials in Roadbase, Except Glass'
"Strategic Research Plan for Achieving Adequate Pavement Friction"
"Design and Construction of Extra-High Strength Concrete Bridges"

To put these titles in more readily understandable terms their focus is on making our roads last
longer, improving safety and responding to environmental concerns.

Information and technology transfer is at the heart of CAR's mission. The Center works not

only to conduct research but to put it into the field by means ranging from training seminars to

the development of new computer programs. The aim of the CAR program is to take research

efforts developed hand-in-hand with industry to develop solutions and put research into practice.

We believe this model of cooperation needs to be applied to federal research as well.
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(ovenmment, industry and the academic community-each brings a special skill and perspective
to solving research problems. The public interest is best served when we work together. As
you know the needs for highway spending are growing and federal resources are becoming
scarcer. We need to pull together practical application of knowledge that will insure we get the
maximum return for the investment of our federal highway dollars.

Conclusion

Mr. Chairman, there is a common theme to our testimony-practical solutions to real world
problems. NSA urges the subcommittee and Congress to focus on a timely reauthorization of
ISTMA that emphasizes increased highway capacity financed through independent user-fee
financed trust funds. We recommend that you invest in research that will help us get the most
value for each dollar we spend and build to maintain our transportation infrastructure and
recognizes that providing cost-effective mobility and not social engineering should be the top
priority of all transportation programs.
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Status of ISTEA Programs

Mr. Chairman, I welcome this opportunity to testify before you today on the status of

several key programs funded tinder the Intermodal Surface Transportation Efficiency Act of

-1991 (ISTEA), to tell you how well these programs have worked in many ways, and also to

.identify areas where we should and can do more. In honoring President Clinton's pledge to

rebuild America, we are committed to leading our National transportation program into the next

century, advancing surface transportation programs that invest in the future, bring innovation to

transportation, and enhance the Nation's competitiveness in the global economy.

Before I turn to the specifics of ISTEA, I want to begin by noting a significant milestone.

This month marks the fortieth anniversary of another landmark transportation measure, the

Federal-Aid Highway Act of 1956, which created the Highway Trust Fund and provided the first

significant Federal funding for the construction of the Interstate System. This legislation was

truly a bipartisan effort between a Republican President, Dwight Eisenhower, and a Democrat-

led Congress. In his memoir, President Eisenhower explained why the construction of the

Interstate System was one of the most important domestic programs of his presidency. "More

than any single action by the government since the end of the war, this one would change the

face of America.... Its impact on the American economy-the jobs it would produce in

manufacturing and construction, the rural areas it would open up-was beyond calculation."



L 184

I

0) A

Traditionally, highway investment decisions were based on engineering requirements and

on direct usr benefits of reduced operating costs, shower travel tirms and lower accident rates.

However, we have learned that our investment in the Interstate System has resulted in broader

benefits, including real gains in national economic performance. Independent economic research

conducted for the Federal H-ighway Administration (FHWA) has shown that industries have

realized significant production cost savings from increased investments in our highway network,

which suggests that highway investments more than pay for themselves when measured in terms

of resulting improvements in economic productivity.' Another important finding of this research

is that the contribution of highway networks to annual productivity growth rates from 1950 to

1989 averaged about 26 percent, 'although this contribution has been lower in recent years as the

highway system has matured. This means that the highway network has contributed over one-

quarter of the yearly productivity growth rate in the U.S., and it dramatically underscores the

importance of infrastructure investment to the national economy as a whole.

The forty years that have followed since the start of significant Federal funding for

Interstate construction have been filled with changes and challenges to our surface transportation

systems that few could have predicted in 1956, such as the integration of the several modes of

surface transportation into an intermodal system, increased State and local government

responsibility for planning their own transportation systems, unprecedented flexibility in how

these officials can use Federal resources, innovative financing methods to make our limited

Federal transportation funds yield more, and intelligent transportation systems that cut travel

times and reduce congestion. But President Eisenhower's view has proven to be true: the

M. Ishaq Nadiri, Contribution of Highway Capital to Industry and National

Productivity Growth (1996).

2
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Interstate System has changed the fe otAmerica.

Later this month we will commemorate the monumental contributions of the Interstate

System to our Nation and its-people with an extensive outreach tour. Our journey will start in

San Francisco, the final destination of the U.S. Army's 1919 transcontinental motor convoy in

which, as a young soldier, Dwight Eisenhower volunteered to participate to assess the

capabilities of U.S. routes to serve military needs. On the way east, we'll be meeting with

citizens and State and local elected officials, to listen and learn from the people who use our

transportation systems. We will complete the trip here in Washington with a special Interstate

System anniversary celebration on the Ellipse, the starting point of the 1919 convoy.

Overview of ISTEA Programs

National HighwaX System

Since the start of the Interstate era, our population has grown and shifted, our economy

has changed, and our needs as a Nation have evolved. To meet these needs and to extend the

benefits of the nearly 43,000-mile Interstate System to areas not directly served by it, the

National Highway System (NHS) was developed. Just as the Interstate System has united the

varied parts of our Nation like never before, the National Highway System is the cornerstone of

our surface transportation system for the next century. Rather than another construction project,

the NHS is a strategic tool for targeting our scarce Federal resources to the Nation's most

important routes (including the Interstate) and thereby improving the safety, efficiency, and

reliability of our transportation system. Nowhere are the economic benefits of highway

investment potentially higher than with the NHS. For example, because counties containing

NHS routes also include 99 percent of all jobs in this country, NHS investment provides virtually

every American worker with improved access to work and nearly every employer with more
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reliable and affordable routes for transporting products to 1,6a, regional, national, and

international markets.

Across the country, the Interstates have had tremendous impacts on local and regional

economies by providing unprecedented mobility. They provide routes for just-in-time delivery

of materials, manfactured parts, and finished goods from every corner of the Nation to every

part of the world. The transformation of the Southeast along 1-85, the area's primary

transportation artery, into an internationa economic success has been highlighted in recent

years. Heavy spending in basic infrastructure, including highways and the Atlanta airport. along

with a well-trained labor force, an aggressive industrial policy, and low taxes, have lured many

manufacturing firms to locate along 1-85. In fact, one stretch of 1-85 in western South Carolina

has been nicknamed the "U.S. Autobahn" because of the large number of German companies

that have located there. For the businesses and workers of the Southeast, 1-85 is an economic

lifeline.

In some cases, we don't recognize how much we depend on our Interstate System until it

is no longer available, due to repair or reconstruction, or in the case of California; due to the

destructive forces of the massiveNorthridge earthquake. Interstate routes S and 10, critical

commercial and commuter routes, were among the many routes that sustained major damage

from the quake. While many drivers responded to our calls to use public transportation, to

carpool, and to telecommute, the loss of these major Interstate routes meant long delays and

congested detours. Add to these expenses the costs to businesses and indu.itries dependent on

these major routes, and the costs of these closures escalated to $1 million per day. Using

innovative contracting procedures to dramatically shorten construction times, the contract for

reconstructing 1-10, the Santa Monica Freeway, was let only 18 days after the earthquake. Quick

m



action and close cooperation with Caltrans and the contracting industry meant that we were able ,

to reopen the Santa Monica Freeway only 85 days after the quake. The earthquake, although

obviously impacting the Los Angeles area most severely, dramatically underscored the strategic

importance of the National Highway System to the economy of the entire Nation. The impact of

damage to these few critical Interstate routes, now a part of the NHS, was felt nationwide.

Prior to the designation of the NHS last November, all principal materials (totaling

approximately,204,000 miles) were eligible for NHS funds, designation of the 161,000-mile

system has therefore reduced the number of eligible miles by approximately 43,000. These

43,000 miles are, however, still eligible for Surface Transportation Program (STP) funds.

ISTEA authorized $17.4 billion for fiscal years 1992-1996 for improving the:NHS. To

date, States have obligated $15.2 billion in NHS funds for projects to resurface, rehabilitate,

reconstruct, and make operational and safety improvements to NHS routes, and $4 billion

Interstate Construction funds for similar work on the Interstate System, a key component of the

NHS. While ISTEA established categorical programs, it also made them flexible for the States.

States may on their own decide to transfer up to 50 percent of their NHS funds to their STP

apportionments. States may also transfer up to 100 percent of their NHS apportionments to their

STP accounts if the Department finds that such a transfer is in the public interest. To date, I I

States have transferred $416.7 million under these provisions to meet temporary funding

shortfalls or to fulfill longer-term transportation needs.

Fostering intermodal connectivity is one of the core functions of the NHS. because only

an integrated and intermodal transportation system can support economic growth, increase our

competitiveness in the vastly expanding international marketplace, and enhance the personal

mobility of every American. Therefore I am pleased that the Department's recent submission of



proposed intermodal connector routes, if approved by Congress, would add over l;200 more;

connecting routes-totaling 1,925 miles,-to link key highways with major ports, airports.

rail/truck terminals, Amtrak and bus stations, pipeline terminals, public transit facilities, ferries,

multi-modal passenger terminals, and international border crossings. Criteria for selecting

connectors were developed through a collaborative process among the different modal

administrations of the Department, State transportation agencies, metropolitan planning

organizations, public interest groups, and others. Under a provision of the National Highway

System Designation Act (NHS Act), these proposed connections are now eligible for

improvements with NHS funds.

STP and CMAO Programs

Two other ISTEA programs have been very successful in bringing new partners into the

surface transportation arena. The first, ISTEA's Surface Transportation Program, provides

Federal assistance for transportation enhancements and any roads that are not functionally

classified as local or rural minor collectors. STP funds may also be used on bridges on any

public road and transit capital projects, at the discretion of State and local decisionmakers. To

date, States have obligated $20.7 billion in STP funds. The second flexible JSTEA program, the

Congestion Mitigation and Air Quality Improvement Program (CMAQ), was developed to fund

surface transportation projects that will improve air quality, regardless of transportation mode.

The $3.4 billion obligated by the States under the CMAQ program to date have funded transit

projects, traffic flow improvement projects, and demand management, 6idesharing, pedestrian,

bicycle, and traffic control measures. A notable example of one of the many successes of the

CMAQ program is in San Francisco, where a local partnership manages a program to cut the

time people wait in traffic due to disabled vehicles, both reducing travel time and improving air



quality. Along with CMAQ funding, this program is supported by a $1 suppleental vehicle

registration fee on am motorists: '

As a result of these programs, transportation planners And State and local decisionmakei's

now use a multimodal approach to prioritize their transportation needs and identify the most

appropriate solutions. These flexible funds, together with transit urbanized area formula finds,

give local decisionmakers enhanced flexibility to fund important transportation initiatives that

best meet locally determined goals and objectives for mobility, economic opportunity, and

environmental quality. The flexible funding programs have been a tremendous success. The

total amount of all locally flexed funds (STP, CMAQ, Interstate Substitute, and transit urbanized

area formula funds) to date is $2.5 billion, with annual transfers increasing from $304 million in

fiscal year 1992 to $802 million in fiscal year 1995.

Highway Bridge Program

A fundamental and essential link in our surface transportation system is our Nation's

highway bridges. To help ensure the integrity of our current highway bridge infrastructure, the

Federal Highway Administration established National Bridge Inspection Standards for the

regular and thorough inspection of highway bridges. We also provide dedicated Federal funding

through the Highway Bridge Replacement and Rehabilitation Program (HBRRP) to replace or

rehabilitate deficient highway bridges.

The National Bridge Inspection Standards cover all highway bridges located on public

roads and include specific requirements for inspection procedures, the frequency of inspections,

inspection personnel qualifications, and bridge inventorying. The aim of these standards is to

locate, evaluate, and address existing bridge deficiencies. The bridge inventory contains

information on over 576,000 of our Nation's highway bridges and is used to identify deficient



bridges in cacli Staticwhich are eligible for HB .funding.

The HBRRP is therefore a needs-based program under which funds are allocated to.,

States a nually baed on'the square footage of deficient bridges in each State, in accordance with

a statutory allocation formula. Not more than 50 percent of a State's apportionment of HBRRP

funds my. qansferred to either the railway-highway grade crossing program or the hazArd

elimination program unless such transfer is fogod to be in the publicinterest. To date $187.7

million have been transferred from the bridge program and $14.2 million have been transferred

into it from these two programs. The bridge program is an extremely successful and effective

one; over 43,385 deficient highway bridges have been replaced or rehabilitated with HBRRP

funds. We are fighting an uphill battle, however, as the overall bridge system continues to age

and deteriorate.

To help address these needs, the FHWA continues to advocate the use of comprehensive

bridge management systems to simplify the process of selecting the most effective methods for

addressing ever-increasing bridge needs within existing budgetary constraints. Although the

NHS Act has now made the implementation of bridge management systems optional, we are

pleased that most States have indicated that they value this decisionmaking tool and will

continue to use their bridge management systems.

We're also developing vigorous bridge management strategies for older bridges that carry

the work of the National Bridge Inspection Standards to an even higher level. It is a high

technology approach with a back-to-basics name; the find it and fix it program, This non-

destructive and objective evaluation of in-service bridges will use such technologies as fiber

optics, imaging radar and laser scanning to identify the problems that do not manifest visible

symptoms until the damage to the bridge structure is severe, such as hidden steel corrosion , -



fatigue cracks under r layers of paint. The mateials we're developing to repair tiese problems,

are equally advanced and include high-pef~mance steel and concrete'and fiber-reinorced

plastic. Unlike steel, these materials are non-corrosive and they have twice the strength of

traditional concrete. These "find-it" technologies can greatly improve the speed, accuracy, and

quality of bridge inspection. The "fix-it" technologies will improve the strength and length of

service of bridges and wil reduce the time necessary for their repair, making this work safer for

bridge inspectors and repair crews and less disruptive to the traveling public.

Interaate Maintenance and Interstate Reimbursement

Recognizing the need to maintain the massive Federal investment in the Interstate

System, Congress first authorized funding for Interstate resurfacing, restoration and

rehabilitation-a predecessor to today's Interstate Maintenance program--in the Federal-aid

Highway Act of 1976. Projects eligible for funding under the Interstate Maintenance program

include the resurfacing, restoration, and rehabilitation of Interstate routes, the reconstruction of

existing interchanges and grade separations, and the construction of high occupancy vehicle

lanes and auxiliary lanes. Additional single occupancy vehicle lanes and other capacity

improvements are not eligible for Interstate Maintenance funding, but may be financed with

NHS funds.

A State can transfer up to 20 percent of its Interstate Maintenance apportionments to its

NHS or ST accounts. For transfers in excess of 20 percent, the Department must approve a

State's certification that the sums proposed to be transferred are in excess of the State's Interstate

System needs and that the State is adequately maintaining its Interstate routes. A few States

have sought and gained the Department's approval for such transfers.

The NHS Act has now made preventive maintenance activities that are a cost-effective
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means of extendini the life of aFederal-aid highway eligible for all categories 6f Federal-aid

highway funding. We are committed topreserving our investment, and we have already

launched a new set of strategies and technologies for extending pavemetit ie that will go i long

way in assisting States in making the best investments in repaving, resurfacing and building their

highways. In one of these strategies, Superpave, we've developed a new way to design asphalt

pavement which reduces cracking and rutting and typically doubles the life of asphalt

pavements. With more than 500 million tons of asohat laid each year on all our roadways, the

potential benefits of Superpave are enormous.

Whether to reimburse States for the expenses they incurred in building major, limited-

access highways prior to increased Federal funding for the Interstate System was a contentious

issue four decades ago as the Federal-aid Highway Act of 1956 was under debate. To resolve

this controversy, the Bureau of Public Roads was directed to study the issue and report back to

Congress. This study, completed in January 1958, identified $4.967 billion as the total equitable

reimbursement amount. The first funding authorized to reimburse the States came this fiscal

year, with funds distributed to all States in accordance with allocations set forth in statute.

ISTEA provides $4 billion over two years for this program. The 1991 estimated value of the

1958 reimbursement amounts totals more than $29 billion. Reimbursement funds provided in

ISTEA are allocated to and generally administered as Surface Transportation Program

apportionments.

ISTEA Reauthorization: Build On Our Successes

As we look to the next reauthorization period, we seek to learn from our experiences and

build on our past successes. The ISTEA programs I've outlined above have worked well.

America is the most mobile Nation in the world. Our surface transportation system has become

10



safer, cleaner, and More energy efficient. 'Today, far less air polution is emitted from vehicles

using our highways than 25 years ago. This improvement has helped make air quality better in.

most metropolitan areas. The percent of deficient bridges has decreased since 1990. ISTEA-s

flexible funding and transportation planning provisions have empowered States and metropolitan

areas to identify for themselves the transportation improvements that best serve their own

communities, with flexible Federal resources now providing a greater range of choices than ever

before. The ISTEA also improved theFederal Lands fHighway Program through increased

funding, greater program flexibility, and improved transportation planning coordination with

State and local agencies over decisions governing the 93,000 miles of Federal roads included in

the program. We have made great gains in safety, with the Interstate System continuing to be the

safest system by for. However, after many years of steady decline, the Nation's highway fatality

rate has been level in recent years, and total motor vehicle fatalities have been increasing. To

continue to see gains in highway safety, we need to renew our commitment to ISTEA's safety

programs, which is a discussion I will leave for another hearing.

We recognize that.despite record levels of transportation investment under ISTEA,

significant investment is still needed to meet current demand. The resulting shortage of capacity

has lead to increased congestion and threatens to erode the safety and mobility gains we have

made in recent years. All of us at the Department of Transportation. understand the need for

more overall investment in transportation, including Federal funding. In fact, average annual

Federal transportation infrastructure investment over te past three years has been more than 10

percent higher than it was in fiscal year 1993, and the President's fiscal year 1997 budget

proposes $19.5 billion in new highway investment: $1.5 billion more than fiscal year 1993

funding. But we also recognize that the bipartisan effort to eliminate the Federal deficit requires



that infdatcture investment spending must compete with other important national priorities for

limited funding.

This situation reinforces the need for strategic Federal investment to target our resources

to the most cost-effective investments and those that are national in benefit. The National

Ifighway System is a superb model for such investment: NHS routes are our Nation's most

important roads, linking workers to expanded job opportunities, manufacturers to new markets,

and consumers to more products and services. The NHS is also a prime forum for deploying

Intelligent Transportation Systems (ITS) and other technologies, and many ITS technologies are

already at work on our Nation's highways. For example, advanced freeway management

technology has increased the flow of traffic on Seattle's Interstate highways by almost 20

percent. In Minneapolis, the Guidestar system has helped reduce accident response rates by 20

minutes and has increased roadway capacity by 22 percent. ITS will increase the volume of

traffic we can handle and reduce congestion. Even more impressive, we estimate that a fully

deployed Intelligent Transportation Infrastructure in 75 of our largest metropolitan areas will

create two-thirds of the additional capacity needed over the next decade in our most congested

corridors--at 20 to 25 percent of the cost of traditional construction. ITS technologies also

promise a 10 to 20 percent reduction in accidents.

Another way to make our available resources generate optimal returns is through the use

of innovative financing techniques and State infrastructure banks. By attracting greater private

sector and non-Federal public sector investment to transportation projects, innovative financing

techniques have already made a real difference in projects across the country. Without requiring

any additional Federal funds, these strategies have reduced project costs, advanced projects more

quickly, and made more total money available faster to the States. Through our innovative
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finance test initiative, "Test and Evaluation 045," the FHWA has approved more than 70

projects in 35 States worth over $4 billion. This initiative has generated about $1.5 billion in

-additional public and private investment, aboveand beyond conventional financing. And

because of increased flexibility that States now have, many projects will advance to

construction an average of 2 years ahead of schedule. For example, in Texas we formed a

partnership with the Texas DOT and the Texas Turnpike Authority to build the State Highway

190 turnpike near Dallas. The project was initially proposed in 1964, but was stalled due to lack

of funding until 1995. Innovative financing made the project possible by allowing the Texas

DOT to use Federal transportation funds to make a $135 million low-interest loan to the

Turnpike Authority. Under the flexible terms of the loan, the Turnpike Authority will not have

to begin repayments on the loan until after the toll road has opened and begun generating

revenue.

Under the authority provided in the NHS Act, we have now approved applications from 8

States to participate in the State infrastructure bank pilot program, and two more will be

designated shortly by the Secretary. These States-will use a portion of their Federal highway and

transit apportionments, along with their own funds, to loan money to transportation projects, or

use the funds as a loan guarantee, as a credit enhancement, or to subsidize the interest rates for a

project. Once these funds are paid back, States can use these same funds to advance a new round

of projects. further increasing transportation investment.

By employing such innovative yet common sense approaches to financing, we have

attracted new and additional funds to transportation projects, increasing investment in our

Nation's transportation infrastructure by more than $4 billion, thus promoting economic

development, creating high-wage jobs, and honoring the President's promise to rebuild America.
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Conclusion

In crafting our next reauthorization bill, we must be true to our rich legacy. The Federal

Aid Road Act of 1916 laid the groundwork for the immensely successful Federal-State

partnership that has evolved and grown over the decades to include important new partners yet

still remains the foundation of our program. The many benefits of the Interstate legislation of

1956 are still felt today. President Clinton recently spoke of the monumental impact of this

legislation, stating that the act "literally brought Americans closer together. We were connected

city to city, town to town, family to family, as we had never been before. That law did more to

bring Americans together than any other law this century... " STEA has also been a landmark

surface transportation bill, in no small part because it built on the best of what preceded it. We

should do the same, building on the fundamental ISTEA principles of strategic investment,

comprehensive transportation planning, intermodalism, flexible funding, and strong

commitments to safety and research.

This concludes my prepared remarks. I would be pleased to answer any questions.
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Mr. Chairman, Mr. Rahall, members of the Subcommittee. I am Jay R. Taylor,
president of Stimsonite Corporation in Niles, Illinois, manufacturer of a wide variety of traffic
safety products. I also am honored to be this year's chairman of the American Road &
Transportation Builders Association (ARTBA).

ARTBA is particularly glad to take part in today's discussion of the future structure
and financing of the federal highway program. Later this month, we will mark the 40th
anniversary of the creation of the Highway Trust Fund, which firmly established the user-fee-
financing concept for national transportation infrastructure improvement program financing.
This approach has worked well for four decades. It has enabled the United States to build
the Interstate Highway System and in recent years to increasingly support other aspects of
surface transportation development.

ARTBA firmly believes the trust fund approach has proven itself and is the logical
mechanism to support surface transportation programs in the foreseeable future. Conditions
have changed, however, and the structure of the tax system that supports the Highway Trust
Fund needs to be updated to ensure that a steady, adequate and reliable income stream is
maintained.

Mr. Chairman, one of the attributes of the user fee system of transportation
infrastructure financing is its widespread acceptance by those who pay the fees. Over the
years, public opinion surveys have consistently shown that American motorists are willing to
pay the motor fuels tax so long as the receipts are used to provide better facilities. In addition
to public acceptance, highway user fees also provide an efficient method of collection. As
this committee well knows, opposition starts to mount when user fees are diverted for other
purposes or are not used at all and left to accumulate.

During the past year, this committee has taken the lead to end the practice of using
transportation trust fund balances to offset deficits elsewhere in the federal budget. Final
enactment of the Truth in Budgeting Act will remove the four transportation trust funds from
the unified federal budget. This action will constitute a major step toward not only restoring
honesty to the budgeting process, but also making available the accumulated trust fund
balances for productive investment in transportation infrastructure. We are greatly
appreciative of your leadership on this issue.
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There are other actions that should be taken to eliminate inequities and increase trust
fund income:

The 4.3 cents-per-gallon of the motor fuel tax now used for non-transportation purposes
should be deposited in the Highway Trust Fund. Congress and the president apparently
will approve a suspension of collections of this tax until next year. The transfer to the
trust fund should take place at that time to provide a stronger financial base on which to
reauthorize the Intermodal Surface Transportation Efficiency Act (ISTEA).

The unnecessary preferential tax rate for ethanol should be ended. With the growth in
use of gasoline blended with ethanol, the revenue loss to the Highway Trust Fund
continues to increase and this year will approach $1 billion.

* Continue and strengthen recent efforts to eliminate fuel tax evasion.

Create a separate capital budget for the federal government. Under the present unified
budget, long-term investments in infrastructure of all types are considered the same as
day-to-day operating expenses of the government. A capital budget would provide a
more rational approach to the planning, development and financing of transportation
facilities.

While the trust fund must continue to be the primary and basic source of financing for
surface transportation programs, the sources of its income should be broadened beyond the
user fees that have been in place for the past 40 years. To meet existing needs, Congress
should direct the exploration and development of other user-based funding sources such as
tolls and charges based on vehicle usage measured by vehicle miles traveled and weight-
distance calculations. If the Highway Trust Fund revenue stream cannot be adequately
expanded to the appropriate level through new funding sources, Congress should secure the
needed revenue by an increase in the motor fuels tax. Congress also should encourage the
Department of Transportation to complete work on the cost allocation study and provide it
as a reference in developing future highway financing.

ARTBA has been a leader in promoting private sector involvement in the
development of transportation facilities and will continue to vigorously advocate this practice
when it is feasible. Clearly, though, these approaches by necessity must be considered as
supplemental funding sources. Basic, principal support for surface transportation must
continue to come from public user fees.

Members of this committee are familiar with the findings of the biennial Conditions
and Performance report issued last October by the Department of Transportation. The 1995
edition 6f the report provides details of an all-to-familiar pattern of increased demands on the
highway system, substantial and costly urban congestion and growing costs of preventing
deterioration and providing for future growth.
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Just a few statistics from the 1995 report are indicative of what we as a nation face in
providing and maintaining the highway system needed to support the economic and mobility
needs of its citizens. On the vital Interstate system alone, more than half of the pavement
(51%) is rated at no better than "fair." Urban congestion in 50 metropolitan areas cost
businesses and motorists $43.2 billion in 1990 (85 % due to delays and 15% because of
addition fuel consumption). It is apparent that without a massive effort, the situation will
only grow worse. Over the 10-year period, highway usage, measured by vehicle miles
traveled, grew by an average of 3.4 % per year to a total of 2.3 trillion miles in 1993.

The cost of correcting existing deficiencies, improving safety and providing additional
capacity for the demands of the future is staggering. Achieving significant improvement will
require a major, coordinated national effort by federal, state and local governments. An
ARTBA analysis of the DOT report shows that just to maintain 1993 conditions and
performance of mWo highways and bridges will require average annual expenditure of $32.3
billion by all levels of government over the next 20 years. The analysis is attached to my
statement.

Mr. Chairman, this level of investment should be the minimum on which a
reauthorized ISTEA is built. Without it, we face the prospect of further deterioration of the
existing highway system and the lack of adequate new capacity to meet the requirements of
the 21st century.

Unfortunately, proposals have been made to scale back the level of federal
involvement in transportation. Without question, this approach will be a major issue for
debate next year during the reauthorization of ISTEA. ARTBA believes that a strong federal
role is essential, As developed over most of this century, the existing federal-state
partnership structure allows important transportation concerns to be addressed on a
coherent, national basis. Devolving most responsibility to the states could result in a
fragmented, uncoordinated approach that could prove to be a serious setback. Answers to
the problems that devolution advocates seek to resolve could better be addressed-by
adequate funding of the highway program.

The effectiveness of the federal-state partnership that created the existing highway
system is not questioned. What should be recognized is the reality that roads and bridges
require repair and maintenance on a timely basis and that safety improvements and additional
capacity must be provided for future growth.

The Congress, in fact, has already spoken on the subject of the national interest in
surface transportation. By enacting the National Highway System Designation Act last year,
it decreed the NHS to be the keystone of America's transportation of the future. Likewise,
the NHS is seen as the primary focus of federal transportation investment. Reauthorization
of ISTEA should be approached with this in mind. The Department of Transportation has
said that an annual investment of $21.5 billion is reuired just to maintain current conditions
on the NHS.
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Mr. Chairman, enactment of ISTEA in 1991 marked tie beginning of the transition
from 40 years of emphasis on construction of the Interstate Hishway System. In addition to
authorizing the NHS as the nation's basic surface transportation network, this legislation
broadened both the use of Highway Trust Fund resources and the procedures for their
commitment.

We have now had nearly five years of experience with ISTEA and the opportunity to
evaluate its effectiveness. Based on that experience, ARTBA believes a number of revisions
are needed to improve the ability of the federal highway program to construct, maintain and
operate a safe, efficient, national system. This committee began the ISTEA refining process
last year with several provisions in the NHS bill that eliminated unnecessary mandates and
procedural hurdles. Our recommendations are intended to direct federal finding to ares of
greatest need and to remove unnecessary impediments to their timely investment. Major
proposals are as follows:

Increase State Flexibility-To promote maximum return from the investment of
highway dollars, the flexibility provisions of ISTEA should be broadened to permit states to
shift funds freely among highway program categories so long as national needs within their
states are met.

Emphasize Safety-Highway safety i6 a major public health issue. More than 40,000
Americans die in highway accidents each year And, according to the DOT, motor vehicle-
related deaths and injuries cost Americin society an estimated $147 billion a year. Clearly,
building safety into the nation's highway system oould be a top priority. Categorical funding
for safety construction programs such as the Hazard Elimination and Rail-Highway Grade
Crossing programs is critical and should be part of a reauthorized ISTEA. Federal funding
for eligible safety education programs also should be continued. Likewise, the fact that much
highway improvement is now carried out under heavy traffic and night time conditions makes
protection of highway workers and motoris ! a major priority. To help address this situation,
the new legislation should provide for guidance to the states to help them implement highway
work zone safety programs, encourage work zone safety through such approaches as
training, education and voluntary certification programs for personnel responsible for traffic
control at highway construction sites and assure good work zone safety data collection and
analysis. Resources should be designated specifically for the clearinghouse and work zone
safety programs.

Use Highway Funds for Highway Purposes-Limit expenditures from the trust
fund's Highway Account only to construction-based and safety-related improvements to
highways and bridges. To farther focus financial resources on urgent highway needs,
provisions of ISTEA that allow the use of Highway Account dollars for transit programs
should be eliminated. Since enactment of ISTEA, its highway/transit flexibility provisions
have permitted more than $2.5 billion in highway funds to be shifted to transit uses. Most of
the money transferred came from the Congestion Mitigation & Air Quality and Surface
Transportation programs.

37-734 97-6
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Repeal Enhancement Program-ARTBA also recommends that the Transportation
Enhancement Program of ISTEA be eliminated. While enhancement projects may be
considered desirable, they do not contribute to enhancing safety or reducing deficiencies in
the nation's highway and bridge inventory. In particular, they cannot be justified while these
basic transportation needs remain high. Since 1993, more than $1.3 billion in federal
highway funds have been awarded for enhancement projects, including such expenditures as
$132,000 to restore an abandoned railroad station in Plymouth, N.H., $690,000 to "stabilize
the structural integrity" of the Pullman Factory Administration Building in Chicago, and
$333,750 to create an Archeological Records Management System in Santa Fe, N.M.

Support Non-NHS Highways-While the focus of reauthorization legislation should
be on providing adequate resources to maintain a first-class NHS, it also should support a
strong federal commitment to help meet non-NHS highway, bridge and safety needs.

Strengthen Bridge Program-The federal bridge program is critical to addressing
state and local bridge problems. The Department of Transportation reports that, on the
Interstate system alone, more than 13,000 bridges are either structurally or functionally
deficient. The department says an average of $5.1 billion a year needs to be spent by all
levels of government over the next 20 years to maintain 1994 bridge conditions. Eliminating
the backlog of bridge deficiencies requires a 20-year average investment of $8.9 billion. Yet,
this year's authorization for the federal bridge program is less than $3 billion.

Establish Border Crossing Program-The North American Free Trade Agreement
is creating increased commercial traffic between the United States, Canada and Mexico. To
support this expanded level of commerce, federal surface transportation law should establish
a separate program to finance highway and bridge improvements that serve border crossings
and international trade. The program should be supported by new federal user fees levied on
commercial vehicles utilizing this infrastructure.

Encourage Privatization of Highway and Bridge Maintenance-To maximize
federal transportation investment, highways and bridges must be adequately maintained.
Studies by the Army Corps of Engineers and others forecast that there will be growing
emphasis on maintenance and improved operations to provide much of the nation's future
mobility needs. A report by the Urban Institute sates that many agencies to not have
adequate systems for even determining maintenance needs and their cost. The report outlines
procedures that should be instituted to avoid this deficiency. With greater emphasis on
extending the life and improving the use of transportation facilities, Congress should consider
maintenance requirements. According to the Transportation Research Board, studies show
that one dollar invested in preventive maintenance at the appropriate in the life of a pavement
may save $3 to $4 in future rehabilitation costs. The Department of Transportation estimates
that an average of $54.8 billion is needed annually over 20 years to maintain 1994 highway
conditions. Yet annual spending by all levels of government in 1993 was only $34.8 billion.
This, according to the DOT, provides "a sense of the lowest reasonable level of investment,"
and includes repair of pavement and bridge deficiencies, elimination of unsafe conditions and
addition of capacity. Experience has shown that contracting out maintenance activities to
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private sector firms can save tax dollars and improve efficiency. A 1992 pilot privatization
program in Essex County, Mass., for exainple, resulted in an increased level of maintenance
and a cost reduction of 27 percent. ISTEA reauthorization legislation should encourage
greater use of this practice for the maintenance of highways and bridges.

Eliminate Highway Sanctions-Highway funding sanctions intended to force states
to comply with social and environmental regulations and objectives are neither appropriate
nor effective methods of achieving federal goals. Their application, in fact, often prove
counterproductive to the desired effect and, in addition, to create uncertainty in
transportation funding. All highway sanction provisions of current law should be rescinded.

Long-Range Planning-ISTEA limits projects included in state transportation
improvement programs to those for which "full funding can reasonably be anticipated to be
available for such project within the time period contemplated for completion of the project."
This requirement for identified funding has sharply reduced the number of projects on which
advance planning can be carried out. There can be adverse consequences to this practice. We
have received reports of incidents in which projects become entangled in litigation or other
delays. Because of a shortage of projects in the pipeline, states have been unable to move
ahead with substitute projects while disputes were resolved. Thus, available funds can't be
used to provide safer, more productive highways. We encourage the committee to
investigate this situation and to make such changes as necessary to ensure a steady flow of
projects for state implementation. State Transportation Improvement Programs should not
be "fiscally constrained."

Protect Open Competition in Transportation Construction-The federal
government has a responsibility to ensure that the highway user dollars it collects are
invested in a manner that provides maximum return on investment. The practice of awarding
highway construction contracts to the lowest responsible bidder in open competition with
other interested and eligible firms has helped ensure integrity in the bidding process. It also
has saved taxpayers hundreds of millions of dollars. Federal surface transportation law
should continue to endorse the free enterprise system of open competitive bidding for
federal-aid highway and transit construction contracts.

Mr. Chairman, this concludes my testimony on behalf of the American Road &
Transportation Builders Association. Two years.ago, our organization began development
of a comprehensive set of recommendations for congressional consideration in the
reauthorization of surface transportation programs. Those recommendations were published

in June 1995 in a document entitled "Focusing the Federal Role in Highways and Mass

Transit." I am providing copies of that report for the record.

I would be pleased to respond to any questions from the subcommittee.
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INTRODUCTION

Mr. Chairman, Congressman Rahalt, members of the committee, I am Fred VanKirk,

SecretarylConmmissioner of the West Virginia Department of Transportation. I am honored

to appear before the committee to express support for the Appalachian Development

Highway System and substantiate the fact that this system of highways has, indeed,

provided invaluable support to the economic growth of the thirteen state region and West

Virginia in particular over the last 31 years. Mr. Jesse White, Federal Co-Chairman of the

ARC will provide you with more In depth statistics and program oversight than I, but I will
-N

attempt to address features of the program unique to West Virginia.

BACKGROUND

One of the major factors which has contributed to Appalachia's relative economic

stagnation in the past has been its isolation. This isolation resulted primarily from the

difficulties of transport in a topographically rugged region. Roads have always been

expensive to build and, as a result, prior to the Interstate and Appalachian Development

Highway System, major national transportation arteries were built which by-passed

Appalachia rather than going through it despite its strategic location. Thus, what evolved

within Appalachia was a system of winding roads following river valleys and stream beds

between the mountains. In general, these roads were, more often than not, narrow two-

lane roads that could be squeezed Into the limited available space. The resulting system

characterized by low travel speeds, long travel distances due to the winding roadway
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pattern, unsafe roads built to Inadequate design standards, short sight distances. and

extremely high construction- costs profoundly discouraged commerce' arkd industrial

development Wth the exception of some commuvities located on major east-west routes,

i.e., the National Pike and Lincoln Highway, most Appalachian communities were not able

to compete for large employers due to poor access to hational- markets and -because

commutation was so difficult that the size of available labor pools was severely limited by

the transport system itself. The Appalachian Regional Development Act of 1965, As

amended In 1975, included under Section 201 the following:

"In order to provide a highway system which, In conjunction with the

Interstate System and other Federal-aid highways in the Appalachian

region, will open up an area or areas with a developmental potential

where commerce and communications have been inhibited by lack of

adequate access, the Secretary of Transportation Is authorized to

assist in the construction of an Appalachian development highway

system and local access roads serving the Appalachian region...

Construction on the development highway system shall not exceed

two thousand nine hundred miles. Construction of local access roads

shall not exceed one thousand four hundred miles that will serve

specific recreational, residential, educational, commercial, industrial,

or other like facilities or will facilitate a school consolidation

program."
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Although the construction of the interstate Highway System has been and will continue to

be of great vaiue to Appalachia, it Is not suffiient by itself to eliminate the Region's

isolation. in fact, its primmy efet has been to provide high speed through routes between

large population centers outside the Region. Following the historic pattern, the major

Interstate routes Ili App&a - 1-70,1-40, 1-811, 1-6, 1-20, 1-76 and the other Interstate

routes in the region tend to follow the well established corridors and do not open up the

vast Isolated areas which have been consistently bypassed. Additional highway

construction is needed to provide required transportation service to these areas and

population cwnt so tht latent deveoe "mt can occur.

The provision of such addtional highways is con Icated by the general high costs of

highway construction in Appakwhi. Except for the Interstate System, allocation of

Federal-aid higway funds has not historically been based on costs of coruction thereby

discriminating against areas such as Appalachia with higher ta average road building

costs. In order to provide required tranpoaion facilities, th various states of the Region

must carry dispropoonately high shares of the total financial burden.

The Appalachian Highway program was developed as a response to this problem and is

regarded by the Commissnon as the key to an acceleraed rate of economic growth In the

Region. Wlile it is recognize that building a highway alone will not, by any means,

guarantee automatic economic and social growth to the towns and cities which lie in its
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path, good access to national markets is an essential prerequisite to growth. The

designated Appalachian Development Highway System Is already serving to encourage

the location of new industrial and commercial enterprises in the Region. Of equal

significance is the fact that many of the highways In the System facilitate commutation from

rural, but heavily populated, areas to jobs in major population centers and cities.

In order to maximize the benefit accruing to an area as a result of improved transportation

service, however, it is necessary to make other Improvements which serve to complement

the increased potential for mobility. Accordingly, the Appalachian Regional Development

Act also includes provision for programs to upgrade health, education and community

services and to improve the quality of the Region's environment. Toward these ends, the

Appalachian Development Highway System was established to serve as a framework

along which other investments in education, health services, housing, recreation and

community development could be placed to provide easy access to these facilities for the

people in the surrounding areas.

WHY WAS THE ADHS CREATED?

Obviously the Appalachian Development Highway System, as evidenced by its name, was

created to enhance the opportunity for economic development in a previously economically
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deprived region of this great country. But the creation of this transportation system has

accomplished much more than that.

The Presidents Appalachian Regional Commission (1964) report was very clear and

specific on the basis of the creation of the Appalachian Development Highway System and

its component Appalachian Access Road Program. It stated, "Developmental activity in

Appalachia cannot proceed until the regional isolation has been overcome .... by a

transportation network which provides access to and from the rest of the nation and within

the region itself.. The remoteness and isolation of the region, lying directly adjacent to the

greatest concentrations of people and wealth in the country, is the very basis of the

Appalachian lag. Its penetrauon by an adequate transportation network is the first

requisite of its full participation in Industrial America.

"The Appalachian Regional Commission saw no dichotomy between infrastructure and

social program. The commission stated that, the primary goal of the regional development

program is to provide every person in Appalachia with the health and skills he needs to

compete for opportunities wherever he chooses to live' (ARC 1968,9). Ralph Widner, the

ARC executive director from 1965 to 1971, eloquently defended the highway

investment as a crucial part of the health and education programs. 'If children cannot get

to school for lack of decent transportation, if a pregnant mother cannot gel to a hospital

for lack of a decent road, if a breadwinner cannot get to a job because the job 30 miles

away cannot be reached in a reasonable time, then is such an investment an investment
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in people or an investment in concrete In Widner's view, the Appalachian Development

Highway System had a dual role. One. purpose was to open. areas with economic

development potential, and the second was to improve local access to education, health,

recreation, commercial and industrial facilities.

In the field of education the benefits of improvedhighway transportation such as the

Appalachian Development Highway system has been graphically demonsrated. West

Virginia is basically a rural state. With a geographic area of 24,231 square miles and a

population of approximately 1.8 million people, the state has been pursuing a course of

school, consolidation over the past few years. The existence of the Appalactlian

Development Highway system has been a significant benefit in reducing travel time and

increasing safety for school children traveling long distances to some of these

consolidated schools.

In summary, creation of the Appalachian Development Highway System was intended to

relieve isolation, to provide addition financial resources to a depressed region and to

enhance access to education, social, health and recreation sercives and economic

development.

CURRENT STATUS OF THE APD SYSTEM

IN THE REGION AND WEST VIRGINIA

Of the current 3,025 miles designated to be constructed in the Appalachian Region,
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2,298 have been completed or are under construction. In West Virginia. of the 425 rmles

designated, 304 hrve bee buift or are under c nstruction. The percentages complete are

76. regionally, and 71.5 in West Virginia.

In term of money. $4.4 billion ham been spent with an estimated $5.3 billion still needed.

The cotresponding figures for West Virginia are $1.1 billion and $1.2 billion.

It le knreMln to note that in West Virginia, a portion of the miles under constru are

four4ane upradee of two4ane roads built orIginally with APO funding and subsequently

proven to be totally nadequat due to tremendous Increases In unforeseen traflb c growth.

WHAT HAS BEEN THE IMPACT OF THE ADI.IS?

Theinmect of Utm Appealn Deveopmet H Wy System on the Appalacian Region

over the list 30+ yews ha been very potve.

Theus hmays have impacted the region and stat in the areas of enhncd economic

de po dl travel tire msavins. kr vd access to services, saer travel to the

motoring public and a camlementay hihway system to th Eisenhower interstate

Hlwg y System. ft has greatly hlnameed the mobility of the Appalmchin Region.
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During a 1981 ARC survey of the-thirteen Appalachian States and 68 local development

districts in Appalachia it was determined that since 196, when the system was first

announced, 231,500 jobs had been created in 916 manufacturing plants with 50 or more

employees within 30 minutes of an Appalachian Corridor. ARC planners concluded that

an additional 200,000 jobs in retail trade, commercial establishments and various services

have been opened up along the corridors, for a total of over 430,000 jobs (ARC 1993).

A second survey was conducted by the ARC in 1987. This survey found that:

0 695,000 new jobs were created in the region as a whole. These jobs were

generated by an estimated 12,700 new firms and expansion of existing firms. -

* 560,000 or 81% of those 695,000 new jobs were in the Appalachian counties along

Interstate highways or the Appalachian Development Highway System.

In West Virginia there has been significant economic development that can be attributed,

at least in part, to the Appalachian Development Highway System. On Appalachian

Development Highway Corridor G (Charleston to Williamson) there has been the

development of a major shopping complex (Southridge Centre) and a Postal Distribution

Center. Adjacent to this development is a series of restaurants and businesses in addition

to the South Central Regional Jail. A bank and car dealership have been proposed and

all of this growth is directly attributable to Corridor "Go. There will unquestionably be more.

On Appalachian Development Highway Corridor L, the cities of Summersville and Beckley

have experienced significant growth; Beckley and Raleigh County are experiencing
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tremendous growth at the present time. Presently there is being developed a Raleigh

County Air Industrial Park located adjacent to the Raleigh County Airport Currently 30

businesses occupy this park. The in place infrastructure has allowed for another 11 firms

outside the park boundaries as well as a 1500 bed federal prison and a 350 bed local

regional jail. This has provided employment for 1,750 persons.

The Harper Road Industrial Park currently has 31 businesses that employ 1000 persons.

A Pinecrest Business and Technology Park is also under development that Is estimated

to create nearly 1300 jobs with 450 jobs already created.

In addition to the above, Corridor 'LO is serving through traffic from Canada and Michigan

to Florida and points south. The town of Summersville is a bright economic growth site

with light manufacturing, tourism and service as a regional trade center.

Appalachian Development Highway Corridor "Q has contributed to the economic vitality

of Mercer County, Princeton, West Virginia and Bluefield, West Virginia. Recently, the

Robert C. Byrd Hardwood Manufacturing Center, a now consolidated high school, a new

Department of Higwvays District 10 Consolidated Headquarters and the Carper Industrial

Park have all been concentrated into one area. These projects created or retained about

1200 jobs.

Appalachian Development Highway Corridor "E" in West Virginia has recently been
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desigrated "Interstate 68" through West Virginia and Maryland. While this route runs

through n rural area in West Virginia it is exPected to be of great benefit to the economic

development ,wester Maryland. Also, it provides a high type transportation facility that

will tie the proposed Mon-Valley Expressway into Pittsburgh, Pennsylvania from West

Virginia.

Corridor *H*, when completed, has the potential to become the most beneficial corridor of

all to the state and region. It will provide an excellent access from the Washington-

Baltimore area to the recreational and scenic areas of West Virginia and the industrial

base of the Ohio Valley The potential benefits are immeasurable.

These Appalachian Development Highway Corridors have provided significant savings in

travel time. The following savings have been calculated. When corridors "H" and "D" are

completed, those corridors will produce additional travel time savings.

COMPARISON OF MILEAGE AND TIMEFROM SELECTED CITIES IN WEST VIRGINIA TO STATE BORDERS
I~

"PPAL 4Al" OA,10AL TiME TIMECORMIOOA OESC.RIPTION APPALACHIAN OINAL TIME TIME &AVING SAVWG
._ _ MILEAGE MILEAGE ,4NUTE} |MINUTES) MINUTES1 %1

CondorO Clarksburg to Oio 32 S 83 141 W 41Siate Lne_

cortroe a Morgantown to 31.6 '36 6 14 1 36(1418) Mwy~4nd State Line____________________-- 
-

Coidor 0 Charklton to 711 9 S0 147 67* 30
Xerltwucy mte Une

Corridor 54 Weonto wow" 134.7 151 12 227 W. 33________ i~.Line ______________

ConoesL eckey to .71 f7 116 74 173 97 7Suton_ _

Contdor 0 U u edI to Vwgina 27 23 29 42 13 31
State Line

'WHEN COh. LE0T
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These corridors have improved access to recreational facilities such as Summersville

Lake, New River Gorge. Canaan Valley, Backwater Falls. Seneca Rocks, Dolly Sods,

Monongalia National Forest, Cheat Lake. Smoke Hole caverns. Northbend State Park.

Chief Logan State Park. among other locations. Access to these areas enhance the

tourism trade in the state.

As previously stated, access has also been improved to consolidated schools. regin'nal

jals and health facilities.

Not inconsequential, the Appalachian Development Highway system has significantly

improved the safety of vehicular travel to all of the above facilities.

OUTLOOK FOR THE FUTURE

OF THE

APPALACHIAN DEVELOPMENT

HIGHWAY SYSTEM

Completion of the system in a timely manner is contingent upon continued existence of the

ARC to provide funding support and special authorizations of funds over and above

current levels.

The Development highway system is an essential part of the newly designated National
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Highway System. ranking directly below the Interstate routes In importance in terms of

service and national significance. In our state, of the 1700 mile NHS system, 511 miles

are Interstate. 424 will be Appalachian ana the remaining 765 miles are existing arterial

routes. pnmarily two-lane 1930's vintage highways. This points up the importance of

completing at least the APO portion of the NHS system and other arterial roads,

particularly in southern West Virginia. in a timely fashion.

The Development highway system is an essential part of the newly designated National

Highway System. ranking directly below the Interstate routes in importance in terms of

service and national significance. In our state, of the 1700 mile NHS system. 511 mites

are Interstate. 424 will be Appalachian and the remaining 765 miles are existing arterial

routes, primarily two-lane 1930's vintage highways. This points up the importance of

completing at least the APO portion of the NHS system and other arterial roads.

particularly in southern West Virginia. in a timely fashion.

In context then in West Virginia. completion of the APD system, combined with the

Interstate system. would result in a NHS that would be about 55% complete to modem

standards. It will take a very significant investment to complete this portion of our overall

needs.

This naturally brings up the question as to the advisbty and feasibility of Including some

assistance for the APO system in the ISTEA reauthorization. West Virginia is, like other
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states, an active member of the American -Association of State Highway and

Transportation Officials. Reauthorization policy development to date in that organization

does not indicate much sentiment for inclusion of such regional programs in ISTEA. The

reason for this is the fear that to do so would open the flood gates to other such programs

as well as disturb the relative share of formula funds among the states. A further argument

against this is that the APD highway system is primarily aimed at achieving social and

economic benefits over and above the normally expected road-user benefits. Such

general benefits, it is argued, should be financed from the General Fund. This

underscores the importance of a continued ARC existence.

It is my view, however, that the Congress should consider alternate sources of funding

through the ISTEA reauthorization process, with the above concerns in mind, but with the

conviction that the Appalachian Development Highway System must be completed in a

timely manner from whatever funding source.

Recently there has been a proposal to conduct a study which would evaluate whether or

not we need to upgrade the transportation system in the southeastern states, and, if so,

how should we upgrade the system to take advantage of the economic trade between this

country and South, Central or Latin America. Obviously the Appalachian Development

Highway System could play a large and significant role in this activity. Nine of the thirteen

Appalachian States lie within this region. The Appalachian Highway System along with

the Interstate system with possible expansions would obviously serve as the core of any



169

.14-

transportation system that results from this study.

More specific to West Virginia. the state has, in the last few years, established a Port

Authority and concentrated on the development of river ports and a regional airport study.

One new river port is presently in operation and others are proposed. The Appalachian

Development Highway System will be extremely important as part of an intermodal

transportation system which will complement any regional airport or other river ports which

may develop.

Corridor -H'. linking the heart of the Mountain State and the mid-west section of our nation

to the Baltimore - Washington area has the potential for the most dramatic development.

Tourism in West Virginia contributes nearly $2.5 billion a year to the State's economy. A

quick survey of license plates in the parking lots of Canaan Valley or Blackwater Falls

State Parks or the Monongahela National Forest reveals that West Virginia is not such a

well kept secret. In addition to recreation. Corridor H' will connect to the west with 1-79

running north-south between Pittsburgh and Charleston and even further west (via

Corridor "'D") it connects to the industrialized Ohio Valley. Completing this linkage is

essential.

We know the cost of completing the Appalachian Development Highway System ($5.3

billion) and it is an imposing figure. But what would be the cost of not completing it? I

have spoken of the jobs to be created and saved. The Purpose and Needs studies
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conducted in conjunction with the environmental studies of Corridor H address the

transportation problems of attempting to operate 21st century traffic over mountain roads

built in the 1930's and 1940's.

Further. the APD system is to be just that, a system. If the crucial final linkages are not

made, we will have a four billion dollar non-system. The value of investment made to date

will have been, to a great degree. relatively ineffective compared to its ultimate potential.

SUMMARY

In the final analysis, it is the people of Appalachia to whom we must look. In the mid-

1860's it was decided, through bloody and tragic conflict, that we were not to be just

several States united but a nation. the United States. A century later, the people's

representatives of this United States, in Congress assembled, in an act characteristic of

those idealistic times, unselfishly established the ARC to share the blessings of prosperity

with the afflicted Appalachian region. In this decade of the 90's, named by some as the

selfish decade", let us continue in this spirit of the 60's and make a place at America's

table of plenty. Failure to do so may, for decades to come, make of the Region's

inhabitants, what Jack Weller, in his 1965 book, referred to as "Yesterday's People."

In the last 30-years much has been done. Many things, both socially end economically,
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have changed for the better.

I can speak for West Virginia. We have come far and we are now positioned to no longer

come with our hand out simply saying. -help us."

We can now help ourselves to a great extent., and we are willing and anxious to do so. We

Caino. however. yet go it alone.

We do ask that the United States Congress continue, and adequately fund, the

Appalachian Development Highway System and by go doing, help us to help ourselves.

We have the will and state resources to support our fair shae of the program.
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Thank you, Mr. Chairman.

I am pleased to accept your invitation to appear before you today.

My name is Thomas Walker. My current position is Executive Director of the
Wisconsin Road Builders Association. WRBA is a statewide Wisconsin
association, affiliated with ARTBA, the American Road and Transportation
Builders Association. Our membership includes virtually all companies that build
and provide support to the construction and improvement of Wisconsin's
transportation systems.

Prior to my joining WRBA last month, I worked for eight years as Executive
Director of the Transportation Development Association of Wisconsin, followed
by more than nine years in key management positions in the Wisconsin Department
of Transportation. At WisDOT, I served eight years as Executive Assistant to
two DOT Secretaries, where I played an active role in AASHTO, and then, as
Administrator of WisDOT's Division of Planning.

Throughout this period, I have been personally involved in the formulation of
every federal Surface Transportation Act, since 1982, in cooperation with the
Wisconsin transportation community, and have worked closely with our entire
Congressional delegation.

One of the issues I have followed very closely is the federal commitment to
bridges and how that commitment has been implemented through a categorical
bridge program.

During the late 1970's, like many other states, Wisconsin developed a very real
bridge crisis. We had no program in place to inspect and then program and fund
the needed rehabilitation of more than 13,000 state and local bridges, built over
the previous 90 years. Bridge postings were becoming commonplace.
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In response, Congress acted to assure public safety through mandated inspections
and a major new capital investment program. Similarly, in Wisconsin, our
Legislature was also responsive. It created new state and state-funded local bridge
replacement programs, that put in place annual funding levels driven by needs,
rather than the availability of federal dollars.

Since 1981, those commitments have been sustained by our Legislature, in constant
dollar purchasing power. State funds were provided year after year, as needed,
to hit the planned funding levels, with available federal bridge funds as only one
funding source for the program.

This federal-state partnership has worked. Over the last 15 years, Wisconsin's
commitment to timely bridge rehabilitation and replacement has reduced some of
the very large backlog of statewide bridge deficiencies, at a rate faster than the
national average, and at lower than average unit costs. This is an achievement that
Wisconsin, and the Wisconsin construction industry in particular, is extremely
proud of.

As we look into the future, Wisconsin sees the need to continue at leas the current
level of bridge investment. Our new State Highway Plan, currently in preparation,
will determine an appropriate state long-term bridge management strategy. We
anticipate that an increased level of bridge investment will be needed in the next
decade to repair and replace the large number of bridges constructed in Wisconsin
in the 1950's and 1960's.

I want to make it very clear that WRBA believes that a continuing, high level of
national bridge investment is justified and critical to maintaining safe mobility.
Nevertheless, we believe just as strongly that a categorical bridge program has
become counterproductive and that it is now time for Congress to change the
mechanisms it uses to support bridge programs in the 50 states.
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We believe that a categorical bridge program, as currently constituted, acts
as a mjor disincentive to state and local fiscal responsibility, and further,
raises serious program maungent and equity concerns. Instead, we
strongly urge that bridge rehabilitation and replacement be fully Integrated
into reauthorized NHS and STP programs, as eligible expenditures.

Let me share with you today why we have concluded that this change is in botb
Wisconsin's interest and the national interest.

MANAGING AN INFRASTRUCTURE INVESTMENT PROGRAM

Perhaps the most significant but under-rated change created by ISTEA is its
renewed conmitment to the sam and MPO planning processes, to determine
relative needs. Each state and metropolitan area is, in fact, UUiWig, with its own
geography, ecommy, resource base, strae Soas, and physical infrastructure
conditions. The statewide and metropolitan planning process are the best
location to develop a long-term mn ment s , that allocates
forecasted federal, state, and local resources among competing infrastructure
priorities.

One of the primary tools to help improve these processes is manaement systems.
While no longer mandated, most states are volunmarily developing customized
pavement, bridge, and where appopi1,riat, congestion management systems. By
integrating these systems, states will be able to optimize Investments in roadway
reconstruction and rehabilitation, bridge replacement, afety upgradings, and
capacity. Each state's "mix* will by necessity be diffin, to respond to its
unique needs, conditions and annual funding availability.

This is precisely why we believe that Congress would be wise to completely
terminal any "off.the-top" funding decisions, thai in effect, irejudge what level
of Investment in bridges, pavements, and even eni2az emeMs is appropriate. This
is wha categorical programs have been traditionally designed to do.
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If they worked as intended, they would eliminate the very state and MPO
flexibility needed to integrate federal with state and local funding in order to craft
workable long-term infrastructure investment strategies.

A far better alternative, in our view, is for Congress to decide what portion of
available federal highway dollars should be allocated to the National Highway
System, and then support, but not dictate improved state and MPO planning and
management processes that will hdl assure that stat-set performance standards on
that system are actually achieved. The remainder of available highway funding
should be distributed as a block grant for other roads and bridges, eligible to
receive federal funding. Again, priorities are best set at the state and local level.

A CRITIQUE OF THE BRIDGE PROGRAM AND FORMULA

Looking now at the issue from the perspective of the "status quo" is a helpful way
to expose the problems of a categorical bridge program and the formula it uses to
distribute funds.

Initially, in its infancy, a categorical bridge program was no doubt the "right"
Congressional decision. It took a number of years to create an inventory, assess
conditions, set up state and local bridge programs, and develop within state DOT's
the kind of engineering and program management expertise needed to
professionally manage a long-term bridge investment strategy.

That goal is largely accomplished. States nolonger need funding restrictions to
assure that they will make wise decisions in meeting bridge needs. In fact, those
restrictions generally do not even work as intended.

Congress now has an opportunity to improve bridge management by eliminating
categorical bridge set-asides in favor of comprehensive infrastructure management
systems, thereby eliminating all of the problems with the current bridge program
and formula.
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What then are those problems?

The current formula has two elements: a same's relative share of deficient bridges,
measured in square feet; and the relative cost of bridge work in each state,
measured in unit costs per square foot.

The basic concept is that the formula can accur&Mly calculate bridge deficiencies
and that the right public policy is to provide a proportionate federal share to each
state of the national cost to fix those bridges.

In brief, here are the key problems:

1. The bridge Inventory Includes enough subjectivity and variability In
bridge rating judgements, among engineers within a state and especially
among states, that GAO has repeatedly questioned its accuracy and
validity for the purpose of funding allocation.

2. The system Is vulnerable, in addition, to intentional or accidental
manipulation, to maximize a state's funding share.

3. A formula that in effect rewards deficiencies with additional external
funding acts as a not very subtle incentive to postpone maintenance and
rehabilitation, to maximize replacement costs.

4. The formula, in effect, penalize state and local effort, by reducing
federal Inventory costs, thereby lowering a state's relative share of
national needs, compared to those states who limit their bridge
programs to the federal apportionment plus local match. Over time,
a state committed to bridge safety with Its own funds would get a lower
and lower share of federal funding, and be forced then to make up that
reduction with more and more of Its own funds that could go to meeting
other highway needs.
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S. By including square footage costs In the formula, states with more
efficient bridge construction programs and lower local unit costs are
penalized in favor of states with higher cost structures. Most public
policy analysts argue that government programs should not "chase
costs", but be structured to reward efficiency.

6. In recent years, Congress has enacted greater flexibility, allowing
states to transfer bridge funds to other highway programs. While
positive in one sense, It has the unintended Impact of allowing a state to
capture bridge funding based on need, but then turn around and use it
for some other priority. That state will then capture another full share
of bridge funding the following year, because there has been little
reduction in its inventory of needs, despite the infusion of federal funds
based on those needs. A state seeking to maximize overall funding could
use this strategy on a multi-year basis.

7. A major underlying assumption justifying a separate bridge program
Is that additional federal funding directed at bridges will actually
improve bridge conditions. This ignores the impact of federal flexibility
provisions, and more Importantly, how states in fact co-manage total
federal and state funding. In many cases, additional federal bridge
funding might simply cause a shift of federal or state funds otherwise
allocated to bridges to other state or local highway priorities.

8. The bridge formula is a major contributor to actual and perceived
inequities in federal highway funding, for various reasons. Eliminating
this program or significantly modifying the formula would contribute to
resolving the vexing equity problem which is undermining support for
a badly needed strong federal program, without resorting to major
minimum allocation funding commitments.

Let me examine each of these problems in more detail, offering details from
Wisconsin's experience where applicable.



179

INVENTORY ACCURACY AND VAIDITY FOR REPORTING PM POSES0

Over the years, GAO has repeatedly pointed out the problems with the current
bridge inventory. The most complete critique, in 1988, states that the NBI does
not accurately identify bridge funding needs because it is based on inaccurate,
incomplete, and inconsistently reported state damn, and furthermore, that it does not
distinguish bridges that require total reconstruction from those that can be "fixed"
with actions short of replacement or rehabilitation.

As you know, FHWA defines a stucturally deficient bridge as one that cannot
handle ordinay loadings for the ighway on which the bridge is located, and is
therefore restricted or should be restricted to light loads. I recently examined a
table showing both structuraUy deficient and posted bridges on the NHS and
unexpectedly found tha the percent of posted brkiges varied dramatically and
without patter from the percent of strucoarally deficient bridges. In some cases,
ther were virmally no posted bridges on a stmae's NHS system, despite the
presence of many stuctaily deficient bridges in the inventory; at the other
extreme, the percent of post bridges exceeded the percent of stucturally
deficient bridges. This near total lack of relation strengthens GAO's
observations dt reporting is inconsistent and sjective.

It Is Imporn for Conre to recognize the very real validity problems with using
the NBI for Mmdi allocate . In an era of increasingly limiedae staff and
financial resources to hire expertise, sam ae placing thei highest pir on
safety in bridge upectos, radar than cros-checks to assure, objectivity and
comisency in na pr (paperrk), that an of little u l in real-
world staw bridge m decbions.

We belive that he NBI is I because it provides to Conre a statistally
valid tool to measmu bridge odition on a natioal scale over time. It is or* of
several usel s M rrogae for meamring gMMIU nional brd and highway needs.
that is, whether the currein level of total national Invemen is adequate or nmt.
And clWy. it is n.
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We also believe that the NBI provides useful time-series bridge data for each state,
and is as valid as each state chooses to make it. In general, states do the inventory
the same way each year, and know if, why and when they change their reporting
strategy.. However, we just as strongly believe that using the inventory to cgMpnr
state bridge conditions is rough at best, given disparate commitments to accuracy
and variable reporting strategies. This should absolutely invalidate use of the NBI
to allocate resources among states.

DISINCENTIVES AND PENALTIES

One of the largest problems inherent in- any "needs-based" federal program is that
it will immediately face equity concerns, whenever the federal share is potentially
supplemented by significant state or local resources.

The reasons are obvious. Whenever a state or local government invests its own
resources in addressing those needs, the needs factordriving the federal allocation
is proportionately reduced. In short,- a state is penalized for any actions it takes
to address bridge needs, prospectively through long-term quality maintenance, or
after the needs have developed, through supplemental investments, or both.

To be perfectly blunt about it, states like Wisconsin who have done the best job
we can to improve bridge safety and commercial access are now being penalized
for that effort.

This is easy to demonstrate, if you look at Attachment A and Attachment B.

Attachment A is a graph showing how Wisconsin's percent of functionally obsolete
and structurally deficient bridges went down much faster than the national average,
between 1982 and 1993, proving that our state investment has paid real safety
dividends to Wisconsin motorists, and kept our routes fully open to commerce.
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Attachment B, our "reward", shows how the percent of national bridge
apportionments aaid allocations in Wisconsin has shrunk dramatically since 1982,
from about 2.3 % of the national total to about 1%. We are convinced that the
primary reason for this reduction is that Wisconsin chose to supplement federal
bridge funding, directly in its stand-alone bridge programs, and indirectly, by
using other funds, like NHS and IR, to rehabilitate or replace bridges as part of
a longer Interstate or NHS rehab project.

By comparison to Wisconsin's record, the national media from time to time has
focused attention on poor maintenance practices in some states or localities. Some
Legislatures may choose not to raise needed state user fees. Is it fair that our
motorists pay a relatively high state fuel tax, and support a strong Wisconsin
bridge program, then see other states with lower commitments receive federal
funds based on needs they chose not to meet on their own?

The critical question, of course, is not only whether that is fair, but just as
important, will it eventually discourage states like Wisconsin from making justified
bridge investments?

One potential solution is to change the bridge formula, from one based on bridge-
specific condition assessment, to one based on generic, long-term measures of
bridge needs. This approach has been recommended by GAO in its report last
year to Congress, Alternatives for Distributing Federal Highway Funds.

If Congress determines that the national interest requires a stand-alone bridge
program, then we would recommend a major restructuring of the federal bridge
program formula, to one that is neutral with respect to conditions, but uses
surrogates for long-term needs. A good candidate might blend each state's share
of bridge square footage with each state's share of diesel fuel consumption. Both
factors are objective, and currently collected. The first factor roughly correlates
with the extensiveness of bridge needs, while the second roughly correlates with
projected weight loadings and needed structural capacity, which is a major cost
driver.
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A far better solution is to integrate bridge eligibility into broad national programs,
for reasons I outlined above.

PROBLEM OF DIFFERENTIAL UNIT COSTS

One of the two key elements of the current bridge formula is each's state's average
unit costs. The basic idea is that the bridge program should recognize that it is
more expensive to build bridges in some states, and that the federal program
should therefore add extra funds to make sure that such a state has the resources
to fix its bridges. In theory, the program acts like an open-ended cost-to-complete
commitment, limited only by the authorization and appropriation processes. Costs
are tracked, and funds are distributed based on those costs, no questions asked.

A major concern is that those states that have worked hard to constrain cost

pressures are penalized.

This is not an insignificant factor in how the formula works.

If you examine Attachment C, you will see a Table showing unit costs per square
foot, from 1984 through 1989. In the case of Wisconsin, our costs were quite
stable, showing virtually no change. However, in some parts of the country, unit
costs literally exploded, with increases of 50% common. In some cases, costs
more than doubled.

Since then, there has been much greater stability, as Attachment D shows, but the
rise in unit costs that occurred in the 1980's is now built into the bridge cost
structure of those states, and is clearly a major reason for the dramatic shift in
bridge funding to those states, that has occurred.



183

What this policy does. I believe, is fail to make the critical distinction between
needs and costs. By defining needs literally in terms of costs, a high cost
environment is protected from pressures to manage costs, and a low cost
environment penalized.

Taken to its logical conclusion, this kind of policy could eventually justify
differential federal fuel taxes, where states with higher cost structures pay higher
federal fuel tax rates. Since motorists in all states now pay the same tax rate,
shouldn't those federal resources be distributed without regard to local cost
distinctions, so that any higher local cost structures become the responsibility of
motorists within those states, through higher 1tate highway fees?

While this problem could be corrected through a bridge formula change, we
believe that a much better approach would be to include bridges within broad
programs, with funding distributed on the basis of broad measures of long-term
needs and relative contributions. In this way, each state can best prioritize
competing highway and bridge needs, using its fair share of federal funds.

FLEXIBILITY AND NEEDS-BAi& ED FORMM AS; A CONTRADICTION

Both state-flexibility and needs-driven programs are rational policy elements of a
federal-aid highway program, in isolation. The problem arises when you combine
them. In simplest terms, a state is entitled by the formula to a given level of
funding based on its relative needs, and then simultaneously given the right to
spend up to 40% of those funds on some other highway need, without any loss of
bridge entitlement in subsequent years. What a deal, unless of course you are a
state that has used its own state flexibility to invest heavily in fixing its bridges,
and is receiving less federal funding as a result!

If you look at the facts, you will find state use of this flexibility by states with
large bridge apportionments is not uncommon. It suggests, of course, that their
bridge needs may be overstated.
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But I think the real lesson is not that at all. Those bridge needs are very real. But
just as real are a vast array of other highway needs as well, which e state is
facing. And nowhere near enough total funding to meet those needs.

Using that flexibility is exactly what those states should be doing: namely,
prioritizing relative needs. The only thing wrong is that they are getting extra
funds another state is not, in the name of bridge needs, and then using them to
meet other needs.

The conclusion is obvious: extend the flexibility to encourage states to set rational
priorities based on management systems, and eliminate separate categorical
programs with formulas that distribute funding based on relative need.

DOES AN INCREASE IN FEDERAL BRIDGE FUNDING REALY
INCREASE STATE BRIDGE SPENDING?

it seems to be true that a fundamental assumption underlying the Congressional
decision to create, nurture, and expand the federal bridge program is that any
increase in the level of federal bridge funds will be automatically reflected in
action at the state and local level to actually spend more on bridges.

The real answer to the question is: probably not, in most cases. In the case of
Wisconsin, the record is quite clear. The decision on how large or small
Wisconsin's overall state and state-funded local bridge programs should be is
100% independent of the level of federal bridge funds we receive from Congress.

Let me explain.
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In Wisconsin, we have a segregated all-mode Transportation Fund. All state
transportation revenues -- highway, rail, aviation -- are deposited in the Fund.
The Governor and Legislature decide biennially what programs to appropriate
those dollars on.

From a budget perspective, projected federal highway funds are treated as income
to the Transportation Fund. Fully 21 of the state's transportation revenue base
is composed of state-generated transportation revenues, primarily highway user
fees. The other 21 (and dropping) is the fgdral highway funds we receive
through ISTEA and the annual appropriations process.

Even focusing only on state highway and bridge improvement programs, 58% of
total funding for these programs is now state; only 42% is federal.

What our Legislature des is look at competing priorities, and allocate every
available federal and state dollar as a single decision. It determines how much the
state can afford to spend on highway rehabilitation, bridge replacement and
rehabilitation, and highway capacity, and sets annual appropriations. The last part
of the process is to allocate projected federal revenues into those "all funds"
appropriations, and then fill in with state funds until the desired program level is
set. If available funding is inadequate to meet those program targets, the
Legislature can reprioritize, increase state fees, or reduce programs from desired
levels.

From Wisconsin's perspective, what matters then is only one factor: the bottom
line availability of federal funds. Which category it comes in is simply a hassle
for accountants to figure out. We've always been able to use the broad state and
federal flexibility we have to find a way to use every federal dollar each year. and
stay within the program goals set by the Legislature.
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An easy way to see this is to show you what would happen if Congress increased
bridge funding. Let's look at our state bridge program. Assume the Legislature
has decided that Wisconsin needs to spend about $54 million annually to manage
its state bridges well, in competition with other needs, at available oveall funding
levels. Assume that the program is currently composed of $25 million in federal
funds and $29 million in state funds. We would use the first $6.25 million to
match the 80% federal money; the remaining $22.75 million would finance state
bridge projects with 100% state funds, to meet ongoing bridge program goals.

Suppose then that Congress decides to add $2 billion to the federal bridge
program. Forgetting Minimum Allocation impacts, Wisconsin would get 1% of
the additional funding (vs. the 2% of annual contributions to the Highway Trust
Fund we pay, NETTING WISCONSIN A S0 CENTS PER $1 RETURN IN THE
FEDERAL BRIDGE PROGRAM) That's $20 million in new federal bridge
funding.

If there were no overall increase in federal funds, the Legislature would simply
shift into the bridge appropriation the $20 million in new federal funds, and h=
out of the bridge approoriation the "freed-up" state funding, to make up for
wherever Congress made its cut, to offset expanded federal bridge funding. No
impact on Wisconsin bridge spending! AND PROPERLY SO! Why? Well,
Wisconsin has set priorities, looking at all competing needs, over the long term.
That's what state planning is all about. The state's priorities have not changed;
Wisconsin is still spending $54 million annually on state bridges ($45 million
federal $9 million state). Nor has the overall level of funding availability. The
only thing that has changed is the "color" of some of the federal funding: the label
it carries.

From the industry's perspective, what Wisconsin is doing is thinking long-term and
disconnecting itself from the ups and downs of federal program decisions. If total
resources are short, we work very hard to find new state funds to meet ongoing
long-term program goals, with new state funding. Wisconsin has in fact raised its
fuel tax from 7 cents per gallon in 1980 to over 24 cents today, and indexed the
rate to assure some level of program stability.
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To take the story another step, what would happen in Wisconsin if the $2 billion
increase in federal bridge funding were paid for with ne money, not a federal
reallocation? Would Wisconsin bridge spending be expanded? Again putting aside
the question of Minimum Allocation impacts, the answer is that It might, or it
might not. It's still a question of competing priorities. The Legislature might
decide that the highest and bst use of additional federal funding is pavement
rehabilitation on NHS routes. The shift in state funding out of the bridge program
I described above would still occur, but in this case, the "freed-up" state funds
would be placed in the rehabilitation appropriation, to expand that program.

If bridge needs were considered a critical priority, absolutely the new funding
would be placed in the bridge program.

The point from all of this detail is to lay out for you why that fundamental
assumption is simply false. Virtually every state uses some system like the one I
have described, to set priorities.

If this is true, then the primary real justification of a separate bridge program for
many advocates becomes the "extra" funding allocation it brings to that state.

Absolutely, without question, what Is critical to ALL states s the gahlibX and
ILYA of QYLRALL federal highway and bridge funding. Any decrease or
Increase In federal funding wil show up virtually dolar fey dollar In cuts or
addition to Wisconsin's overall bridge and highway Investment programs.

Therefore. what we would urge this Subcommittee to do is continue focusing its
strong leadership in fighting to get the Highway Trust Fund off-budget, and then
next year, transfer the 4.3 cents per gallon fuel tax going for deficit reduction to
the Highway Trust Fund, where it is most needed, and even evaluate further
revenue increases that might be needed to meet the emerging highway and bridge
needs in every state.
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CRITIAL IPORTACE1O EOUITY

I hope I have succeeded today in leaving you with two powerful conclusions.

EMlr, the real place where priorities are set should be at the state level.

States are in the best position to set priorities among competing needs, based on
their own unique goals and resources. NEXTEA should do everything possible
to reinforce that. We are, after all, dealing with a federal-aid highway program,
managed by states and local governments.

Congress has an enormous opportunity to restructure the federal program and, in
fact, the role of FHWA itself, into one that supports and strengthens state planning
and decision making, to assure both the federal and state taxpayer that their dollars
are being invested as wisely as possible.

We in the construction industry stand ready to do our part. Our role is to assure
the American motorist the highest quality product at a fair price.

The second key point is that using needs assessments to allocate funding for
bridges, or potentially other programs, raises insurmountable fairness
questions.
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For far too long, Congress has tried to resolve the equity issues through
adjustments after programs are set. The rmal solution lies in fundamental program
restructuring. By re-shaping the federal commitment into a very strong NHS
program and a flexible program to assist state and local governments in meeting
their other highway and bridge needs, we can do two things: focus decision-
making at the state and local level,- where priorities can best be set; and devise
broad formulas that are fundamentally fair, precisely because they are decoupled
from system mileage decisions and needs analyses. Including either will inevitably

distort rational state decision-making.

Thank you very much. I will be pleased to answer any questions.
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ATTACHMENT A

FUNCTIONALLY OBSOLETE AND
STRUCTURALLY DEFICIENT BRIDGES
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ATTACWHMFM1 B

Wisconsin's Bridge Apportionment Factors
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STATEMENT OF JESSE L. WHITE, JR.
FEDERAL CO-CHAIRMAN

APPALACHIAN REGIONAL COMMISSION

Before the Surface Transportation Subcommittee
of the House Committee on Transportation and Infrastructure

June 5, 1996

Mr. Chairman, Mr. Rahall, and Members of the Subcommittee:

I am pleased to appear before this Subcommittee to review with you the status of
the Appalachian Development Highway System (ADHS). As you begin your review of
ISTEA's reauthorization and the nation's transportation needs, I think it Important to
consider the critical role that the ARC highway system plays in linking this previously
neglected region into broader patterns of national, and increasingly international,
commerce. Next years ISTEA authorization affords this Committee an opportunity to
reaffirm the value to the region--and to the nation--of completing the Appalachian
Development Highway System.

Let me begin by reviewing with the Subcommittee ARC's mission and unique
partnership structure. Congress established the Commission in 1965 and charged it with
the task of helping to bring almost 400 counties in the Appalachian region into the
mainstream of the American economy, to make these hundreds of communities with their
21 million people contributors to, rather than drains on, the national resources. As our
recently adopted strategic plan declares, ARC's mission is "to be an advocate for and
partner with the people of Appalachia to create opportunities for self-sustaining economic
development and Improved quality of life."
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We carry out this mission through a unique partnership between the federal

government and the 13 states we serve. As the Federal Co-Chairman of ARC--appointed

by the President and confirmed by the Senate-i have half of the votes on the Commission,

and the Governors of the 13 states collectively have the other half. No policy can be set

nor any money spent unless the Governors and I reach agreement. The ARC model

represents neither the dictation of policy from Washington nor the abdication of policy to

the states; rather, It Is true collaboration.

We believe this model responds well to the current climate here In Washington. It

is a "bottoms-up approach that provides unparalleled flexibility to local communities and

encourages each governor to tailor the federal resources to his or her specific economic

development priorities.

The States' Co-Chairman this year is West Virginia Governor Gaston Caperton, and

I am pleasedto be joined this morning by Fred Van Kirk, West Virginia's Commissioner of

Highways, representing Governor Caperton. The Governor has been a vigorous and

effective advocate for our highway system. Indeed, at our hearing before the

Appropriations Committee earlier this spring, Governor Caperton, In response to a

question from Rep. Hal Rogers, declared that our highway system was absolutely essential

to the economic growth of Appalachia. Mr. Van Kirk, who has worked closely with ARC

over many years, has a very detailed knowledge of how our highway program functions.

In - attempting to address the pervasive and persistent problems of

underdevelopment across Appalachia, Congress, through your Committee, gave the

Commission a broad prograrmaic mandate, placing at the disposal of local communities

a broad array of-4souroes--from basic infrastructure like water and sewer systems to

education and job turning, health care, enterprise development, telecommunications,

interna*al trade development, and training in local leadership and civic capacity. All are

designed to assist Appalachia's communities in creating self-sustaining local economies-
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and further the day In which our special assistance Is no longer needed.

HIGHWAY BACKGROUND

But from ARC's creation, highways have been central to the work of the
Commission. The region's Isolation--a product of treacherous terrain, narrow winding
roads, and low travel speeds-explains much of Appalachia's relative economic stagnation.
Accordingly, since 1965 roughly two-thirds of our total appropriated dollars, or
approximately $4.4 billion, have gone for highway construction. In the current fiscal year,
Congress has provided us with $109 million for our highway work, compared with $61
million for all of our non-highway activities.

Prior to the ARC, the old system of roads--designed to follow the stream valleys and
troughs between the mountalns--was characterized by low travel'speeds, long travel
distances and poor design standards. In addition, the Interstate highway system had
largely bypassed the mountains because of low traffic use and high construction costs.
This profoundly discouraged commerce and economic development. With the exception
of some communities located on a few major east-west routes, most Appalachian
communities were not able to compete for large employers due to poor access to national
markets and because travel was so difficult that it effectively limited the size of available
labor pools. Travel distances were frequently measured in hours, not In miles. Mountain
ranges separated small businesses from potential markets, unemployed workers from job
opportunities, and sick patients from their doctors.

The Congress wisely recognized that if the people of Appalachia were ever to have
a full seat at the table of American prosperity, their communities and businesses must
have ready access to markets and resources both across the region. Congress therefore
created the Appalachian Development Highway System, which differed from most other
federal highway programs In that it was deliberately crafted as a developmentalr highway
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system, designed primarily to encourage economic development ratherihan to respond
to traffic volume.

ECONOMIC DEVELOPMENT

While the Appalachian Development Highway System does not overcome all of

these problems, it significantly reduces many of the barriers that Impede commerce and
development across the region. Mr. Chairman, In my tenure as Federal Co-Chairman I
have visited all parts of the ARC region and have seen first-hand the contribution our
highways have made to local growth and regional progress, demonstrating the wisdom of

Congress' farsighted and courageous response to the needs of Appalachia. This corridor
system has dramatically improved the economic opportunities of hundreds of communities
across the region. With the system now almost three-quarters complete, its impacts are

considerable: Industries and businesses have grown along the highways; enterprises not
directly along the highways have been strengthened by the dramatic opening up of the

region by the highway system; coal, timber, and other products are better able to reach

domestic and foreign markets; and the costs and difficulty of extending health, education,

and other services in the region have been reduced significantly.

Several studies descibe the economic development Impact of the ARC highway

program. A 1981 study-the most accurate count ever taken of the Industries located on

or near the Appalachian Development Highway System corridors-showed that In fifteen
years after the corridor system was first announced, 916 manufacturing plants with 50 or

more employees had located along the ADHS corridors, creating 231,500 jobs.

A 1987 survey of local development districts across the region showed that between

1980 and 1986, 560,000 jobs (81% of all new jobs) were created In the Appalachian

counties with a major highway compared with 134,000 jobs created in counties without a

major highway. That Is a ratio of roughly four to one--vivid evidence of the economic
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Impact of a network of good highways in the region. As one would suspect, the
unemployment rate in the counties with improved highways was significantly below that in

the other counties.

More recently, a 1993 study by a professor at the University of North Carolina-
Charlotte found a strong correlation between income growth and the presence of Improved
highways between 1965 and 1990 in Southern and Northern Appalachia. Central
Appalachia had a weaker correlation between Income growth and improved highways,

which suggests a special need for the other ARC Investments in area development In our

poorest areas.

Finally, a study funded by the National Science Foundation and published last year
in the Journal of the American Planning Association compared ARC's counties with
statistical "twin counties" outside of the region in an effort to assess the economic impact
of ARC's investments. This study, which covered the period from 1969 to 1991, found that
the 110 ARC counties with Appalachian development highways grew 69 percentage points
faster in Income, 6 percentage points faster in population, and 49 percentage points faster
in earnings that their twins outside of the region. Using additional data through 1993, the
author further concluded that the 62 rural Appalachian counties with development

- -h1Tys gr percentage points faster than their rural twins in income, 8 percentage
points faster in population, and 62 percentage points faster in private sector earnings.
This suggests very strongly the beneficial impact of the Appalachian Development
Highway System. As the author concludes, "The Appalachian development highways have

succeeded in creating jobs and stimulating growth."

STATUS AND FUNDING

Congress has authorized 3,025 miles for the Appalachian Development Highway
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System, and thb Commission has designated 26 corridors, with mileage in all of our 13
states. As of DecmrNber 31,1995, 2,298 (76%) of the miles authorized by Congress had
been contracted for construction, of which 2,180 miles (72%) had been completed and
open to traffic. Five of the 26 corridors have now been completed. The system has 727
miles in various stages of work, such as engineering or right-of-way acquisition.

In a reflection of the importance the States and the Clinton Administration place on
the ADHS, all but 241 of our miles have been placed on the National Highway System.
Most of the miles that are not on NHS reflect state decisions to designate alternative
routings along interstates or other state arterials which generally carry heavier traffic
volumes. These choices were necessary because of the limitations on mileage available

for NHS designations and do not suggest a lack of state support for those Appalachian

highway segments.

While ARC appropriations have funded the bulk of the work on the highway system,
states have tapped a variety of other resources, Including funds earmarked under ISTEA
and the regular Highway Trust Fund, to accelerate the work on our system. A number of
states, particularly Tennessee and Kentucky, have "prefinanced" construction of their
corridors, using state funds to move forward with construction, with the understanding that

they will subsequently be reimbursed with ARC funds.

Unfortunately, Mr. Chairman, if states rely solely on ARC dollars, current funding
levels will not yield the completion of the highway system until the middle of the next

century. Much of the remaining 727 miles not yet under construction consists of the most

expensive mileage In the system, with costs in some states running as high as $22 million
per mile. In short, most of the less expensive miles have been built, leaving some of the

most challenging yet to be built (for example, a mountain tunnel in Kentucky and a key

bridge across the Ohio River).
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The last formal study of the cost to complete the system was released in 1992. We

have recently conducted an informal update of that study, taking Into account the

additional constriction that has occurred from all funding sources. We project that the

current total cost to complete our system is $5.6 billion, with the federal share (80 percent)

coming to $4.5 billion. The Commission Is also planning to Initiate a new "cost to

complete" study during FY 1997, which will take into account necessary changes in

alignment and other specifications, engineering considerations, construction costs, and

other factors. As you can see, with an annual appropriation of roughly $100 million for

highway construction, it WIi take well beyond the projected lifetime of any member of this

Subcommittee to fully satisfy the promise that the nation made to the people of Appalachia

more than thirty years ago.

FUTURE PLANS

Earlier this year the Governors and I unanimously embraced an ambitious new

strategic plan for the Commission, The culmination of eighteen months of hard work--in

which we listened to over 2000 Appalachians at four multi-state town meetings, more than

a dozen focus groups, and a regionwide satellite teleconference--our strategic plan lays

out a roadmap that, if followed, will make Appalachia's people globally competitive and its

communities more self-sufficient.

That strategic plan reaffirms the Importance of linking this region with broader

avenues of trade. It sets an objective of having at least 90 percent of the highway system

open to traffic within the next decade. Over thirty years ago the nation made a

commitment to the people of this region to assist in providing a first-rate highway system

that would bridge the barriors imposed by the mountains. We believe that commitment

must be honored.



201

8

Earlier this spring we launched a full-scale review of our plans for completing the

Appalachian Development Highway System, assessing the progress to date, Informally

updating the anticipated costs to complete the system, and identifying priorities to guide

construction and engineering activities over the next few years. Later this month, we will

be convening a meeting with the state highway officials from our states to solicit their

suggestions on how best to move forward in completing the full system.

The Commission last reviewed its highway priorities In the mid-1980s, and those

priorities have continued to govern the work on completing the system. The new study we

are now undertaking will examine the plans for completing the system in light of changes

in the region's economy, evulving local highway needs, and anticipated federal spending

levels.

In reviewing the status of the highway program, Commission staff will be working

closely with state highway departments and the Federal Highway Administration. The

individual state transportation plans will provide information on current state plans and

priorities for highway construction on our system. The full Commission is expected to

consider the priorities for completing the system later this summer.

Let me emphasize, Mr. Chairman, that the Commission remains committed to

completing the Appalachian Development Highway System, and the current review is

designed to develop a multi-year plan for ensuring the expeditious completion of the

system.

Finally, we will be working with the Department of Transportation and the Office of

Management and Budget as the Administration develops its proposal for reauthorization

of ISTEA. Although we have not adopted a formal position at this time on ISTEA

reauthorization, I believe it is important that the Committee at least consider alternative

sources of funding for our system through ISTEA. We look forward to working with you and
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the Subcommittee In thening months as you craft the legislation that will guide the

nation's transportation policy into the next century. It is critical that the people of

communities of Appalachia be fully included In such a policy.
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Mr. Chairman Petri; Ranking Minority Member, Mr. Rahal; Chairman of the Committee on

Transportation and Infrastructure, Mr. Shuster; Ranking Minority Member of the Committee on

Transportation and Infrastructure, Mr. Oberstar; and members of the Subcommittee on Surface

Transportation, I am pleased to testify before you on the ISTEA Reauthorization.

My name is Howard Yerusalim. Since January 1995, I have been Senior Vice-President for KCI

Technologies, Inc., a consultant engineering firm which performs major investment studies, needs

studies, environmental studies, preliminary and final design, and construction management for

transportation projects as well as non-transportation projects. Before entering the private sector, I

spent twenty-seven years with the Pennsylvania Department of Transportation. From 1987 to 1995,

I was Secretary of Transportation for the Commonwealth of Pennsylvania, and from October 1993

through November 1994, I was President of the American Association of State Highway and

Transportation Officials (AASHTO). I wish to again thank Chairman Petri for being the keynote

speaker for the annual meeting when I was president of AASHTO and Ranking Minority Member

Rahal for being the speaker when I was vice-president the year before. Also, I have spent many years

working very closely with Chairman Shuster, and we have accomplished a lot together both in

Pennsylvania and nationally.

Mr. Shuster asked that I work with the committee staff on reauthorization. I gladly accepted that

request. As a result, I want to keep an open mind at this time on reauthorization and will not be very

specific on recommendations. Let me emphasize at this time that I am not representing the

Commonwealth of Pennsylvania nor the Pennsylvania Department of Transportation at this hearing.
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Pennsylvania's excellent Secretary of Transportation, Bradley L. Mallory, can adequately handle

those duties under the leadership of Governor Ridge.

ISTEA RPAUTHORIZATION

With that brief introduction, let me get to today's subject. I will cover interstate maintenance, the

national highway system, and the bridge situation in this country and in Pennsylvania.

I believeISTEA was definitely a-step in the right-direction and-any reauthorization shouldbuild on
r

ISTEA, not start over. ISTEA made many changes to the way we do business in the United States:

* It provided for much greater involvement of the public in decision-making.

0 More involvement and decision-making powers on the part of the Metropolitan Planning

Organizations (MPO's) including the cities.

* It provided flexible funds from highway category to highway category, and from highway

category to transit.

0 It provided congestion mitigation and air quality funds.

0 It provided enhancement funding which was never an item in federal transportation legislation

before.
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The ISTEA also reduced the overall number of categories. However, it provided for many sub-

allocations which increased the overall number of categories. For example, there are at least eight

sub-categories for STP funding. The National Highway System legislation was perhaps the most

important transportation legislation passed in many years. A 159,000 mile national highway system

was defined that included the most important roads that, while containing only 4% of the mileage,

contained 40% of the traffic and 70% of the commercial traffic. This national highway system

connects intenwodal facilities such as ports, rails, traffic terminals, airports, and mass transit stations.

Through the National Highway System legislation and a concentration on these most important roads

........ and-intermodalism,-it-wiUallow us to better compete in the global marketplace. It links cities not

linked by the Federal Aid Interstate System to rural areas; it links states together through connectivity

of the national highway systems. I want also to praise the writers of the National Highway System

legislation for not requiring air quality conformity in attainment areas.

With that brief introduction, let me turn to some of the issues that the reauthoriation should address.

iSuLS

1. Funding

While I strongly support the ISTEA and the National Highway System legislation, there are still

some issues to be discussed. I also strongly support HR-842 which would take the various

transportation trust funds off budget. We all must work diligently for Senate passage of this most

important legislation. I realize this will be an uphill battle.
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There are still many issues to be taken up as part of the ISTEA reauthorization. The first of these

issues is the lack of adequate funding. This is perhaps the most important issue facing us today.

For example, nationally in 1994, $44.8 billion was needed to maintain highway conditions and

performance at their present level. $59.3 billion was needed to improve highways according to

economic efficiency objectives. The 1993 capital outlay of $28.8 billion was 64% of the funds

needed just to maintain our current system and 48% of the funds needed to improve that system.

In the bridge area, $5.1 billion was needed to maintain the current condition, $8.9 billion to

improve those conditions, while a capital outlay of $6 billion occurred in 1993.

On the transit side, $7.3 billion was needed just to maintain current conditions, $11.8 billion to

improve conditions and performance, and $5.7 billion was the capital outlay in 1997 (about one-

half of what was needed). Nationally, about 118,000 of the 575,000 bridges over 20 feet in span

are structurally obsolete; 3,700 bridges on the interstate system are obsolete, and the U.S.

Department of Transportation says it would take $78 billion to correct all the deficiencies on our

bridge system in this nation. This is compared to a funding of about $3 billion per year.

Nationally, approximately 64% of the roads are in fair or worse condition. In Pennsylvania, 40%

of the bridges are structurally or functionally obsolete; 3,840 bridges are posted; 267 closed. Let

me say if people obey the postings, all of these bridges are safe.

On the highway side, 50% of the major highways in Pennsylvania are either in fair or poor

condition. Governor Ridge, recognizing this situation has proposed a $.065 gas tax increase

which would bring in approximately $350 million per year. However, that legislation has run into

4

.-4 ....... ..-
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hurdles due to the election season and due to the fact that the cost of gasoline has gone up

tremendously over the last few months.

2. Formulas

Many donor states feel the present formulas are unfair. They want $1 back for every $1 they put

into the highway tust fund. While this issue should be addressed, it will be a very difficult issue.

I know in Pennsylvania we have an allocation of our maintenance funding, and neither I nor my

successor have been able to figure out how to correct what some consider an unfair allocation

among counties. The reason being, that in order to change formulas; i.e., allocations, everyone

mist win. Unless there is a significant increase in funding, there will be winners and losers, and

that is where the difficulties occur. However, let me restate this is an issue that must be

addressed in the reauthorization. In Pennsylvania, we receive approximately $80 million a year

for interstate maintenance. We need at least $200 million just to keep conditions as they are,

which aren't very good. One problem is that truck traffic is not a part of the formula for

distribution of interstate maintenance funds. The flexibility which allows National Highway

System funds to be used for interstate maintenance is good, but there is not enough money

available for both interstate maintenance and the rest of the National Highway System.

3. Metropolitan Planning Organhzations (MPO's)

ISTEA legislation gave much more authority and involvement to the MPO's. However, their

expectations were higher than reality. For example, in Pennsylvania we have 14 Metropolitan
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Planning Organizations in addition to the largest rural population in the nation. The buck has to

stop somewhere in the distribution of the available fundings to the 14 MPO's and the rural areas.

When we did that distribution in Pennsylvania in past years, each MPO felt that they did not get

their fair share. By working diligently with the MPO's, we were one of the first states in the

country to receive approval of our 1995 state transportation improvement program. Let me state

now that I would not favor further allocations of funds to MPO's or to cities. This would be too

difficult to administer. Large projects become impossible to fund due to allocations not meeting

requirements for large projects. Also, expectations of environmental groups and cities were not

met. Many of the cities want their money direct. Again, I think this will cause further problems

in reducing the flexibility to provide a statewide intermodal transportation system.

4. Flexible Funding

There are not enough funds to transfer fluids from highways to other highway categories or from

Title 1 td transit. Pennsylvania has been transferring 40% of its bridge funding to the National

Highway System and STP funding categories since ISTEA passed. However, neither bridges nor

the NHS are adequately funded. In early 1995, during my term as Secretary of Transportation,

we transferred approximately $200 million of Title I funds to transit. This was the largest amount

transferred to date by any state. While this was a one-time help for transit, it has proven very

difficult if not impossible to repeat since then, and transit is still under-funded as are our

highways. The answer to the transit funding problem is not in flexible funding unless there are

enough funds to adequately fund both highways and transit.
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5. Funding Categor.

ISTEA did an excellent job in reducing the number of categories of funding. However, due to

sub-alloation of funds such as eight separate categories for STP funding and three categories of

bridge funding, there am still many categories of funding. This is an issue that should be

addressed in the reauthorization.

In closing, the WEA and NHS legislations were major breakthroughs. Reauthorization will requht

much work, but I feel strongly that ISTEA is the proper direction and because of a few issues, we

should not drop the ISTEA but rather refine it in the reauthorization.
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ADDITIONS TO THE RECORD
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The American Portland Cement Alliance (APCA), representing

virtually all domestic portland cement production, is pleased to submit

our views for the record on the reauthorization of the Intermodal
Surface Transportation Efficiency Act of 1991 (ISTEA). As Congress
begins the reauthorization of ISTEA, APCA would like to highlight

several ideas and themes we believe are important to achieve a safe,

durable and efficient national transportation system.

Background

Portland cement is produced by quarrying and crushing
limestone and heating it in a kiln to over 2700 degrees Fahrenheit. At
this temperature it is transformed to a black rock-like material called

clinker. This clinker is then ground with gypsum and other materials
to a consistency finer than talcum powder to become the grayish-
white product known as portland cement. Portland cement is the

glue that when mixed with water, binds sand, stone and other material

to make concrete.

Although it constitutes only about two percent (2%) of the total
cost of construction, concrete is one of the most essential and widely

used construction materials. In 1995, approximately 83 millions tons

of portland cement was manufactured at 113 plants in 38 states.
Annual sales exceed $4.25 billion.

Nearly 52 percent of all portland cement is consumed by the

public sector at the federal, state and local levels. Concrete paving and
bridge construction account for approximately 29 percent of portland

cement consumption. As such, our industry has a strong partnership

with the concrete paving contractors where nearly 80 percent of their

$7 billion industry is the result of public expenditures. The federal

government's participation in the highway program has been critical
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for project funding, planning, uniformity, research and innovation. We

believe It is important for this partnership to continue.

Federal Participation

Strong federal participation in transportation programs is vital

to the nation's economic growth, military readiness and the general

movement of goods and people in a safe and efficient manner. APCA is

concerned about recent proposals to decentralize the federal role in

transportation -- specifically to repeal a substantial portion of the

federal fuel tax currently being deposited into the Highway Trust Fund.

We believe this effort is in response to historically inadequate highway

funding levels to meet the overwhelming needs in each state. If

higher authorization levels to meet these needs are not established

and clear national issues are not identified by Congress during the

reauthorization process, then the program is in jeopardy of being

transferred back to the states.

There is plenty of evidence to support the enormous need for

additional investment in highways and other transportation modes.

Even with unprecedented expenditures during the current ISTEA

authorization period, the Department of Transportation's Condition

and Performance Report to Congress shows that we still lost ground

on pavement and bridge conditions, and most unfortunately, in our

nation's highway safety record. Even though ISTEA opened the door

to meeting additional needs in transportation, we cannot escape the

fact that the highway network did not substantially improve.

Investment Level

In support of increased investment in a national transportation

program, APCA strongly supports taking the transportation trust funds

off-budget. We believe this legislation will fundamentally restore

fairness, predictability and continuity in future highway funding. APCA

also strongly supports the current efforts to 1) redirect the 4.3-cent

fuel tax into the highway trust fund; 2) eliminate the tax subsidy for
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ethanol; 3) strengthen motor fuel tax collection and enforcement

efforts; and 4) develop additional funding sources to supplement user-
financed mechanisms.

We believe Congress should authorize, and eventually fund, the

highest possible federal dollar amount for the National Highway
System (NHS) and for the bridge program -- upwards of 85 percent of

all available funds. According to the Federal Highway Administration
(FHWA), an annual investment of $21.5 billion Is needed simply to

maintain current conditions on the NHS. Congress should also give

serious consideration to directing NHS monies to the Interstate as a

first priority in the funding process. Finally, Congress should ask the

Department of Transportation to develop and implement long-term

performance requirements for the Interstate portion of the NHS.

Additional investment in the bridge program is also needed to

provide safer and more efficient mobility. The Department of

Transportation's report also indicates that 13,000 bridges on the

Interstate system alone are either structurally or functionally deficient.

The average annual cost over the next 20 years to simply maintain

overall 1994 bridge conditions is estimated at $5.1 billion. The

average annual cost over the next 20 years to improve 1994 bridge

conditions is estimated at $8.9 billion. However, the FY 1997

authorization is under $3 billion.

Length of Authorization

Throughout the ISTEA reauthorization debate, there has been

discussion regarding the appropriate length of the next authorization

period. A long authorization period is important to APCA because the

portland cement industry is directly tied to the construction cycle,

making it an extremely cyclical industry. Fortunately, the highway and

street construction segment is not cyclical and is growing as a share of

total construction spending. This trend helps to moderate both

construction and portland cement industry cycles. Since the mid-

1960s. the average construction cycle has been 88 months.
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It typically takes four to five years to bring a new portland

cement manufacturing plant on-line at a cost of approximately $200

million. Due to the cyclical sensitivity of the domestic portland

cement industry, its high cost and inherent long lead times, no new

manufacturing plant has been built in the United States since the mid-

1980s. Consequently, domestic cement capacity has been shrinking

over the past 15 years. As such, a 10-year authorization period would

help "smooth out" the construction cycle and be a clear signal for

cement companies to make sound, long-term capital investment

decisions resulting in new state-of-the-art domestic cement

production capacity.

Durability and Investment

During the last authorization, the highway community Joined

together under the quality banner and signed the National Quality

Initiative. This initiative was motivated by strong public and private

sector commitments to achieve quality through smoother, safer

pavements, better roadside safety, and longer lasting facilities. APCA

believes it is through cooperation with the FHWA and the various state

departments of transportation that we can better provide a quality

product to the public.

There was much discussion about European pavement practices

during the consideration of the NHS legislation last year. And while

our observations indicate that European technology is no better than

U.S. technology, and their commitment to quality is no stronger than

the U.S. commitment, the Europeans do demonstrate a willingness to

expend more funds per unit of construction. This translates Into

deeper pavement sections, premium material specifications and much

earlier rehabilitation than is generally common in the U.S.

Additionally, APCA believes that Congress should expand the use

of Life Cycle Cost Analysis (LCCA) to ensure the construction of high-

performance and more durable pavements. Evaluating total costs over

4

37*73 97-8,
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the life of a project will ultimately minimize long-term costs and

solidify the confidence of the American public that their tax dollars are

being properly invested in a transportation system that will last for

generations. With the current budgetary constraints and the projected

decline in resources dedicated for transportation, it is vital that these

limited funds be spent in the most effective manner possible.

NHS legislation requires states to conduct LCCA on NHS

projects of $25 million or more. However, this only represents

approximately seven percent (7%) of the total number of projects in a

given year. Congress should lower the threshold to $5 million,

establish a uniform analysis period and discount rate, and utilize user

costs.

In summary, we believe that ISTEA reauthorization should

stress:

maintaining a strong federal role;

increasing investment in the NHS and the bridge program; and,

providing a saf and durable investment for the American public.

Additionally, APCA supports a long authorization period to better

enable cement companies to make sound, long-term capital

investment decisions.

APCA appreciates the opportunity to submit our views on this

important issue. We would be please to answer any questions the

Committee may have.
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CONGRESSMAN JACK QUINN (NY-30)
TESTIMONY SUBMITTED TO THE HOUSE TRANSPORTATION AND INFRASTRUCTURE

SUBCOMMITTEE ON SURFACE TRANSPORTATION

JUNE 5, 1996

As a proud Member of the New York delegation as well as a
Member of the House Transportation and Infrastructure Subcommittee on
Surface Transportation, I am honored to submit testimony on behalf of
the Honorable John B. Daly, Commissioner of the New York State
Department of Transportation.

Commissioner Daly regrets that he was unable to testify in person
this morning as the Subcommittee continues our series of hearings on
ISTEA reauthorization.

Commissioner Daly and I agree that New York State has a
tremendous stake in the outcome of the eventual reauthorization of
ISTEA. ,

We both agree that our State needs and deserves to be heard in
these ongoing hearings.

I would like to thank Chairmen Shuster and Petri for scheduling
these hearings. I am encouraged that we are trying to make a good law
better.

My only caution as we proceed forward toward reauthorization in
1997; is that we are careful not to pit our States against each other as we
discuss ISTEA formulas and the so-called "donor state issue."

I believe that New York State is a shining example of how this
program can work and I am hopeful that we will continue to allow it to do
SO.

Thank you for the opportunity to speak on this important issue and
for allowing me to submit for the record, Commissioner Daly's concerns.
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TESTIMONY BY JOHN B. DALY
COMMISSIONER

NEW YORK STATE DEPARTMENT OF TRANSPORTATION
SUBMITTED TO THE SURFACE TRANSPORTATION SUBCOMMITTEE

OF THE HOUSE COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE

Introduction

The New York State Department of Transportation is pleased to submit the
following testimony concerning ISTEA Reauthorization-Maintaining Adequate
Infrastructure: The Interstate Maintenance, National Highway System, Bridge and
Reimbursement Programs. New York State Department of Transportation has
responsibility for a $2.4 billion annual highway construction program, a $1.3 billion
annual transit operating and capital assistance program, and planning, financing and
oversight of rail passenger and freight, aviation, and water borne transportation in the
State of New York. Our State is currently implementing a $21 billion, mufti-year
transportation financing package for both highway and mass transit capital programs,
with each mode receiving nearly $10 billion in federal and state funds. Federal funds
comprise about 40 percent of both highway and transit capital spending in New York.

I would like to share New York State's experience in implementing ISTEA with
the Subcommittee and offer our recommendations on ISTEA Reauthorization in
general, and then offer specific recommendations with regard to Interstate
Maintenance, the National Highway System, the Highway Bridge Rehabilitation &
Replacement Program and the Interstate Reimbursement Program.

Reauthorize ISTEA-Make a Good Law Better

In 1991 Congress struggled to define the Federal role for the post-interstate era.
The result - ISTEA - reflects a major change in surface transportation policy from the
previous Federal surface transportation policies which guided our nation through the
construction of the interstate system. Instead of the top down federally defined system
of the interstate years, ISTEA returned the decision making authority to state and local
governments in a way that provides local flexibility while maintaining a Federal role in
transportation decision making.

While ISTEA is not perfect, states, local governments and regional organizations
have invested significant time and resources in implementing this landmark legislation.
As we continue to progress as a nation, we must improve and refine the Federal
surface transportation policy. However, we must also ensure that, as a nation, we
continue to strive to provide an integrated multimodal transportation system.
Maintaining the basics tenants of ISTEA - shared responsibility for national
transportation interests, encouraging public participation in the planning process and
the promotion of environmentally friendly Intermodal transportation projects -- is
paramount to this effort.
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This landmark legislation overwhelmingly approved by bi-partisan majorities only

five years ago is providing America with the intermodal transportation needed to

effectively compete in the global economy. We believe that for the most part, ISTEA is

working very well and that Congress should reauthorize the programs and formulas

embedded in the present legislation with minor changes needed to make a good law

better.
New York is not alone in supporting the reauthorization of ISTEA along these

lines. hi fact, these principles are embodied in a resolution signed by the

Transportation Officials of all eleven Northeastern States, Puerto Rico, and the District

of Columbia. These ideas of shared responsibility, public participation, and enhancing

the environment through intermodal projects is also reflected in the recent statement by

California of what that state seeks in the successor to ISTEA.

The Donor State Issue is Irrelevant to the Reauthorization Debate

The system of ISTEA formulas for distribution of Federal funds represents a

responsible balance between addressing the individual states' relative transportation

needs and the relative amounts of Federal taxes contributed by each State. To destroy

this balance by ignoring the relative needs of the states and basing the apportionment

of Federal funds primarily upon the ability of each state to collect fuel taxes, as

advocated by the so called "Donor States" would be counter to the whole concept of

Federalism. Further, the highway program is the only Federal program which even

considers the revenue contributed by each state as a factor in distributing Federal-aid.

When California has an earthquake, or Florida has a hurricane, or the

Mississippi and Missouri Rivers flood and the affected states need funds to rebuild and

replace the damaged transportation infrastructure, the entire Nation addresses these

needs without regard to whether the taxes used were raised in the affected states.

Billions in Trust Fund dollars have been allocated on the basis of need to donor and

donee states alike. Similarly, where the funds are raised should not be a major

consideration in distributing funds to rehabilitate or replace deficient bridges, to keep

our National Highway system in good repair or to mitigate congestion and clean the air

in non-attainment areas.

For example, in response to the savings and loan crisis, the Resolution Trust

Corporation was formed to help bail out depositors, but each state was not asked to

contribute according to the amount of dollars lost in that state. If such an approach had

been taken, the State of Texas alone would have faced costs of over $26 billion, while

it would have cost the New York State only $3 billion dollars.

A recent publication produced by the John F. Kennedy School of Government at

Harvard compares total Federal domestic outlays in each state (i.e., payments to

individuals; grants to state and local governments; procurements; federal wages and

salaries; and others) to total Federal taxes contributed by the residents and businesses

of each state. The report shows that for 1994, many of the most vocal of the so-called

"Donor States" received far more in total Federal domestic outlays than their citizens
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paid in all Federal taxes (including the fuel tax).

For example, Virginia was the beneficiary of almost $14 billion in excess Federal
funding. In contrast, states considered "Recipient States" by the advocates of returning
Federal fuel taxes to the State collecting them (e.g. New York, New Jersey and Illinois)
contribute far more in taxes than are ever received in Federal expenditures. New
Yorkers alone contributed over $18 billion in excess payments. The equitable treatment
of states like New York, New Jersey and Illinois by ISTEA does not begin to address
the negative balance of payments relative to the total budget which the are bearing.
When Congress discusses Donor States, they should be talking about these states.

Through the impending National debate that will precede the development of
legislation to reauthorize ISTEA, we hope that the Congress will keep intact the
innovative and flexible programs established by ISTEA and preserve or update the
balanced system of formulas for the distribution of Federal-aid which considers the
relative needs of each state as well as their contribution of Federal highway taxes to the
Trust Fund.

We recognize that ISTEA is far from perfect and requires some adjustment to
consolidate overlapping programs and modernize some of the apportionment formulas
which become out of date. To that end we propose the following modest changes to
ISTEA:

NHS and Interstate Maintenance Program

With the approval of the NHS and incorporation of all Interstate highways into
that system, it is logical to combine these two programs into a single program.
Presently, about $6.6 billion is allocated annually to the Interstate Maintenance and
NHS Programs. We would advocate providing an equivalent amount for the combined
program. It is anticipated that a major portion of Bridge Program funds would also be
used on NHS bridges, bringing the minimum expenditures on the improvement of the
NHS to as much as 40 or 45 percent of total apportionments.

The present formula for apportionment of NHS funds is based upon average
apportionments to each state during the 1987 to 1991 period and should be updated.

Highway Bridge Replacement and Rehabilitation Program

The success of the HBRR Program is evidenced by the 15 percent decrease in
the number of deficient bridges between 1990 and 1994 (from 111,200 to 94,800). We
propose to continue apportionments for this basic program, plus a discretionary
program funded at $100 million annually to take care of major projects which cannot
easily be handled by annual state apportionments. The time-tested current formula
based upon estimates of the relative cost of replacing and rehabilitating deficient
bridges in each state accurately reflects the relative bridge needs of most states and
should be continued, except that to conform with most of the other formulas which
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guarantee each state at least 1/2 percent minimum apportionment, the 1/4 percent
minimum included in the bridge formula should be increased to 1/2 percent.

However, the current Bridge Program distribution formula places a 10 percent
maximum limitation on any state's Bridge apportionment. This is the only categorical
program that imposes such as limitation, regardless of needs, and only New York and

Pennsylvania are adversely affected by this arbitrary limit. Without this cap, New York

State would be apportioned 16 percent of Bridge Program funds. In Manhattan alone,

their are 20 Interstate Bridges linking the island to the rest of the world. Each day,

those bridges carry 1.7 million cars. Almost one-half million of those trips are interstate

in nature. There are 24 states that have less than 1.7 million cars registered in their

entire respective states. I would ask Congress to raise the bridge cap from 10 percent

to 12 percent so that Federal funding can more nearly approach meeting New York's

enormous bridge rehabilitation and replacement needs.

Interstate Reimbursement Progran

The Federal-aid Highway Act of 1956 which provided the first funding for

construction of the Interstate System, directed the Bureau of Public Roads to determine

the cost of reimbursing States for construction of highways incorporated into the

Interstate System that were completed or under construction prior to June 30, 1957.
The study identified 10,859 miles of highway construction valued at $5 billion in 47

states which were eligible for reimbursement. The replacement cost in 1991 dollars

was almost $30 billion and ISTEA established a 15-year schedule to repay the

contributing states the amounts that were advanced by the states for construction of

Interstate Highways. I urge Congress to continue this program to reimburse the states

in accordance with the relative amounts due that were identified in the 1958 report to

Congress. Now that the rest of the country has been paid for the construction of their

interstate highways, it is time for Congress to reimburse New York and the other

pioneering states who constructed segments of the Interstate system prior to the

establishment of the Interstate Program. WE HAVE WAITED FORTY YEARS-THAT
IS LONG ENOUGH.

In addition to these highway programs, I also urge Congress to retain the other

categorical highway programs, especially the Surface Transportation Program and the

Congestion Mitigation and Air Quality programs.

Although the focus of this hearing is on the highway infrastructure, I want to

remind the Subcommittee of the importance of the Transit Infrastructure to the

economic health of New York State. Every day, 2.2 million persons enter the

Manhattan Business District on 10,000 scheduled buses and over 5,000 transit and

commuter trains. To accommodate such volumes, we would have to provide an

additional 150 expressway lanes into the Business District, and would require 18 square

miles of parking on a 22 square mile island. Clearly, transit is a vital element of New

York's transportation infrastructure, and funds to support that critical element must be

provided. In reauthorizing ISTEA, I urge Congress to maintain a separate Transit
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program which is adequately funded to-meet the transportation needs of the nation.

Summary

ISTEA works in New York State. It helps us move goods and people safely andefficiently, and helps us compete In the global marketplace. ISTEA provides aresponsible balance between addressing the individual states' relative transportationneeds and contribution of taxes contributed by each State. I urge Congress toreauthorize ISTEA and make a good law better.



ISTEA REAUTHORIZATION: FEDERAL TRANSIT
GRANT PROGRAMS

TUESDAY, JUNE 18, 1996

U.S. House OF REPRESENTATiVES,
SUBCOMMITTEE ON SURFACE TRANSPORTATION,

COMMITrEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:30 a.m. in room
2167 Rayburn House Office Building, Hon. Thomas E. Petri (chair-
man of the subcommittee) presidin.

Mr. PETRI. The subcommittee will come to order.
Our hearing today will review the four major transit grant pro-

grams, which are the discretionary grant pro ram, the urban for-
mula program, the rural formula program, an the elderly and dis-
abled formula program.

Witnesses will examine the status and needs of these programs,
the eligibility, transferability, and other requirements of the pro-
grams, and consider whether these programs should be continued
in the reauthorization, and, if so how they can be improved.

ISTEA authorized the Federal aid transit program at $31.5 bil-
lion over 6 years from the highway trust fund and t general
fund and in budget year 1996 Congress appropriated $4.5 billion
for ie transit program.si

As of 1993, 508 local public transit operators provided transit
services in 316 urbanized area, and 5,100 local and regional organi-
zations provided transit services in rural and small urban areas.

In 1993, there were 129,317 total transit vehicles, 7,439 miles of
rail track, 2,317. rail stations, and 1,172 transit maintenance facili-
ties.

The discretionary grant program was intended to finance major
capital projects i thre categories: fixed guideway new starts,
fixed guideway rail modernization, and bus projects.

The major change in ISTEA was to make the rail modernization
oA a for arog m instead of a discretionar prgrampro
S;A also gave the Secretary authority to enter into fuffl fund ig

grant agreements and make contingent commitments to fund new
start projects in the future.

We will be looking closely at how this process is working and the
effect of current commitments on future projects in light of the fu-
travailability of funds,..

The formula programs for urban and rural populations were in-
'tended to meet the ongoing capitalneeds oftransit systems and

prode some funds for operating assistance, and the elderly and
(2a3)
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disabled program provides formula grants to make transportation
services available to that segment of the population.

I'm pleased this morning to welcome the many distinguished wit-
nesses who will be testifying before the subcommittee today.

First, I'd like to welcome Federal Transit Administrator, Gordon
Linton.

Sir, welcome.
Mr. Linton accompanied Secretary Pena to a hearing last month

on the need for a Federal transportation program and is now mak-
ing his first official appearance as a witness at our reauthorizationhearings.We are pleased that you can be with us today to share your vast
knowledge of the Federal transit programs.

After we hear from Mr. Linton, we will hear from a panel of rep-
resentatives from the American Public Transit Association and the
American Association of State Highway Transportation Officials'
Standing Committee on Transportation.

These witnesses represent States and other grant recipients and
will testify about the various components of the Federal transit
pro am.

We will also hear from representatives of three labor unions rep-
resenting transit workers regarding their members' interest in the
program, and from a panel of witnesses representing a public/Vpri-
vate partnership who will testify about the need for continued
funding of new starts projects and the resultant benefits.

Our other witnesses include representatives of some of the larger
urban transit systems, the disabled, rural and small urban opera-
tors, and ferry boat operators.

I look forward to hearing from our distinguished witnesses and
learning their views of the current transit program, as well as their
recommendations for improvements in the future.

At this point I'd like to yield to the ranking democrat on the sub-
committee, Nick Joe Rahall.

Mr. RAHALL. Thank you, Mr. Chairman.
The fundamental purpose of ISTEA, as we all know, is to foster

increased and more-efficient mobility in this country, and today the
subcommittee turns its attention to an extremely important factor
in the mobility equation, and that is transit.

Picking up the pieces of a failed, largely private sector transit in-
dustry, riding the wave of the great society in 1964, the Federal
Government sought to restor public transit opportunities through
the Urban Mass Transportation Act.

Today, from the L.A. Metro to the Washington, D.C. Metro, and
the numerous light rail and bus systems in between, millions of
Americans have mobility opportunities that they might not other-
wise have had, as a result of the Federal role in transit.

As we approach the reauthorization of ISTEA, an authorization
that will take us into the next century, some, however, would ques-
tion whether this Federal role should be continued. They would
question whether the working poor should be assisted in reaching
heir employment destinations, whether people in rural areas and

small communities should have access to jobs and to health care
by means other than an automobile, whether the lessening of high-
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way congestion and the improvement of air quality are not appro-
priate prices to pay for relatively small investment in transit.

Mr. Chairman and members of the subcommittee, as you know-
as members of the subcommittee know, I hail from a rural part of
southern West Virginia. We receive almost no section three monies,
except for a rare bus capital improvement grant, but I've seen what
section nine means to my District and I've seen what sections 18
and 16 mean to that area, as well-how a small amount of Federal
money goes a long way toward alleviating some of the transpor-
tation problems many people face on a daily basis.

So let it be a matter of record that I support the continuation of
the Federal transit program as part of our ISTEA reauthorization.
I, as well, look forward to hearing from our very capable and effi-
cient administrator of the Federal Transit Authority, Mr. Gordon
Linton, as well as the other members of our panel today.

Thank you, Mr. Chairman.
Mr. PETRi. Thank you.
Mr. Bateman or Mr. Hutchinson, do you have opening state-

ments?
Mr. HUTCHINSON. Yes, Mr. Chairman. I do have a brief opening

statement. Thank you.
I want to commend you, Mr. Chairman, for your continuing dili-

gence in reviewing all the programs which are authorized under
ISTEA. Certainly Federal transit grants are one area that has re-
ceived much scrutiny over the last several months.

Due to the limited amount of Federal dollars available, questions
have been raised as to what the proper role of the Government is
in the development and maintenance of mass transit programs. It
is essential that we use our resources wisely and get the best re-
turn we can for the money we invest. This hearing is, I think, an
important step in that process.

Mass transit has historically been associated with large urban
areas; however, as a population of our Nation continues to grow
and move to less-populated areas, it is time for us to rethink what
type of mass transit program we really need.

My District in northwest Arkansas is one of the fastest-growing
areas in the Nation. With that growth comes the need for increased
mass transit services. That's why I'm particularly delighted that
Taunya Kopke of Community Transit Services is here today. Com-
munity Transit Services is the largest mass transit provider in my
District, and I have worked with Taunya for a number of years,
have been impressed by her dedication and vision for mass transit.
I believe you'll find her comments insightful. I look forward to her
testimony, as well as the other witnesses here this morning.

I thank you again for calling this hearing, Mr. Chairman.
Mr. PETRI. Thank you. Statements by the chairman of the full

committee, Mr. Bud Shuster of Pennsylvania, and the ranking
democrat on the full committee, Jim Oberstar of Minnesota, will be
made a part of the record.

[The prepared statements of Mr. Shuster and Mr. Poshard fol-
low:]
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OPENING STATEMENT
HONORABLE BUD SHUSTER

SUBCOMMITTEE ON SURFACE TRANSPORTATION
ISTEA REAUTHORIZATION HEARING

MAINTAINING ADEQUATE INFRASTRUCTURE:
FEDERAL TRANSIT GRANT PROGRAMS

TUESDAY, JUNE 18, 1996
9:30 A.M. 2167 RHOB

I WOULD LIKE TO WELCOME THE WITNESSES TO
ANOTHER OF THE SUBCOMMITTEE'S HEARINGS ON
THE REAUTHORIZATION OF ISTEA.

TODAY'S HEARING WILL FOCUS ON THE FEDERAL
TRANSIT GRANT PROGRAMS -- THE DISCRETIONARY
GRANT PROGRAM, AND THE URBAN, RURAL, AND
ELDERLY AND DISABLED FORMULA PROGRAMS.

ALL OF THE PROGRAMS WE ARE REVIEWING TODAY
WERE IN EXISTENCE BEFORE ISTEA. HOWEVER,
SOME, LIKE THE DISCRETIONARY PROGRAM, WERE
REVISED TO SOME EXTENT IN ISTEA.

WE WILL BE EXAMINING THESE PROGRAMS FOR THE
PURPOSE OF EVALUATING HOW THE PROGRAMS ARE
BEING IMPLEMENTED AND WHETHER ANY CHANGES
SHOULD BE MADE TO ENHANCE FLEXIBILITY AND
ENABLE TRANSIT SYSTEMS TO OPERATE MORE
EFFICIENTLY.

WE ALSO WILL BE TAKING A CLOSE LOOK AT THE

-I-
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NEW STARTS PROGRAM TO DETERMINE HOW THE

CONTINGENT COMMITMENT PROCESS IS WORKING

AND THE EXTENT TO WHICH CURRENT
COMMITMENTS WILL PRECLUDE FUTURE NEW

STARTS' FUNDING.

I AM LOOKING FORWARD TO HEARING THE VIEWS

•OF OUR WITNESSES ON THESE IMPORTANT ISSUES.

I ALSO WANT TO TAKE THIS OPPORTUNITY TO ONCE

AGAIN THANK THE CHAIRMAN FOR HOLDING THIS

SERIES OF HEARINGS.
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SUBCOMMITTEE ON SURFACE TRANSPORTATION

HEARING ON ISTEA REAUTHORIZATION: MAINAINING, ADEQUATE
INFRASTRUCTURE, FEDERAL TRANSIT GRANT PROGRAMS

Opening Statement of Congressman Glenn Poshard

June 18, 1996

Mr. Chairman, I appreciate the opportunity to participate in this session which is part
of our series of hearings concerning the reauthorization of ISTEA. Because of the
Subcommittee's diligent work, decisions on this funding will be made from a position of full
information, and I thank you and the Ranking Minority Member for your leadership.

Today we are discussing the Federal Transit Grant Programs, which are an integral
part of our transportation system. The monies made available in these programs help ensure
mass transit to the neediest areas of our country, including the inner cities and the remotest
rural areas. As I have said many times before, I am especially concerned about the latter.
Providing even the most basic public transportation helps improve the economies of our least
advantaged locales. The term "mass transit" often stirs images of big cities, but we must not
forget our smaller communities when planning these funding equations.

Mr. Chairman, I would also like to thank our many participants for their time and
expertise, and to personally welcome the representative from the Illinois Public Transit
Association, Mr. William Volk. I look forward to this morning's proceedings.
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Mr. PETRI. Mr. Linton, we look forward to your opening state-
ment.

TESTIMONY OF GORDON J. LINTON, ADMINISTRATOR, FED-
ERAL TRANSIT ADMINISTRATION, U.S. DEPARTMENT OF
TRANSPORTATION, ACCOMPANIED BY JANETTE BADIK-
KEAN, DEPUTY ADMINISTRATOR
Mr. LINTON. Thank you very much.
Mr. Chairman and distinguished members of the subcommittee,

I am pleased to have the opportunity to appear before you today
to talk about the Federal transit programs funded under the Inter-
modal Surface Transportation Efficiency Act of 1991.

I want to mention that to my right is my new deputy adminis-
trator, Janette Sadik-Khan, who is servinwith me. Janette was
formerly the associate administrator for budget and policy, who I'm
sure you and members of your committee staff have gotten to
know. She is now a new deputy administrator, replacing Grace
Crunican, who has now gone on to be the Secretary of Oregon
DOT. I'd like to recognize that she's with us this morning.

My written statement that I asked to be submitted for the record
addresses the scope and activities of the Federal transit programs.
I would like to briefly review with you the important benefits that

transit provides to the Nation and the strong Federal role that is

so important to ensuring economic growth, increased mobility, envi-

ronmental and congestion benefits, safety, and meeting our transit

infrastructure needs.
First, we have seen a significant increase in investment in tran-

sit infrastructure and equipment. Federal transit funds support

both the maintenance of existing systems and the construction of

select new systems. These investments have helped to ensure mo-

bility of all segments of our population in both rural, as well as

urban areas.
Transit creates low-cost access to jobs, health care, schools, shop-

ping, and other essential services, saving tax dollars and promoting
economic opportunity for over 80 million Americans who do not

drive because they are too young, too old, disabled, or cannot afford

a car.
For millions of Americans in rural areas, public transit is a life-

line. The enhanced mobility for those without a car yields tremen-

dous benefits in reduced social service costs. In addition to these

80 million users who depend on public transit service, many more

choose transit as a convenient, time-saving mode of transportation,
such as myself.

Transit connects people with their neighborhoods and creates

more-liveable communities. Low-cost and readily available public

transit can result in reduced commuting times, convenient access

to stores and services, cleaner air and a better quality of life.
Middle-class households locateA near rail transit save an average

of about $250 per month in auto costs, as compared to a typical

suburban household. With an estimated 5,000 households within

one-half mile of each of the Nation's 1375 rapid and light rail tran-

sit stations, this amounts to the total national transportation cost

savings of $20 billion per year.
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Used in concert with other congestion management techniques,
transit is key to solving congestion. America loses more than 1.6
million hours a day stuck in traffic. Strategic investments can
lower the cost of highway congestion.

Transit is vital to American marketplace cities where American
products and jobs compete in the global economic market. Public
transit in all areas of the country is an important intermodal link
in assuring that our transportation networks operate smoothly,
productively, and efficiently.

Federal leadership in transit is crucial to ensuring that we can
realize these many benefits. For example, with the ISTEA planning
process, transportation planners and decision-makers at the State
and local levels are empowered to use a multi-modal approach to
prioritize their transportation needs and to fund those projects that

est meet local-determined goals and objectives for mobility, eco-
nomic opportunity, and environmental quality.

We have heard from many representatives in the transportation
community that this process is working well. It should be main-
tained and strengthened.

With fewer Federal dollars available for all discretionary pro-
gram, we have encouraged creative solutions to develop innovative
finance opportunities and to reduce red tape for all of our grantees.

We have streamlined the grant process with electronic, on-line
applications. We now have an FTA home page on the internet con-
taining more valuable information about transit grants, formula
appointments, and technical assistance, all reachable within a few
simple computer keystrokes.

We are promoting innovative financing initiatives to help State
and local governments to identify opportunities to leverage the use
of their Federal transit funds.

Through FTA's innovative financing initiative, transit projects to
date have leveraged 2.5 times the Federal investment, assuring
that the private sector investors, developers, and private capital
markets provide an important source of revenues for improved pub-
lic transportation.

These initiatives include leasing transit vehicles, pool purchases,
and the soon establishment of eight State infrastructure banks on
a pilot basis, with seven of the eight having both highway and
transit accounts.

We're especially interested in promoting the joint public/private
development of transit facilities.
. Our liberal communities initiative promotes and facilitates the
development of residential neighborhoods and commercial activities
all within walking distance of transit. Many benefits flow for lib-
eral communities-more socially-cohesive communities, reduced
commuting times, convenient access to stores and services, and
fewer vehicle miles traveled, which translates into reduced air pol-
lution and a better quality of life.

We are funding research into innovative technologies. Transit
agencies are currently using advanced public transit systems,
APTS, to track bus locations and collect are cards electronically,
which gives transit riders more-reliable service and reduces operat-
ing costs.
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In partnership with ' the transit industry, FTA is also developing
the advanced technology transit bus, a project that will reduce the
weight of a typical 30,000 pound bus by over 10,000 pounds. This
weight reduction will yield savings in lower fuel and brake costs,
as well as less road damage. This is an exciting milestone in bus
technology, and we expect to see the ATTB bus in full operation in
1997.

As we move towards reauthorization next year, we need to take
stock of the benefits that public transit offers and build on the suc-
cess initiated by ISTEA. While we recognize ISTEA has brought
significant transit investment, we also are aware that more invest-
ment for all sources will be required to improve the quality of serv-
ice provided by public transit.

Our work, however, is not done. Transit is an important link in
both rural and urban areas to assure that the Nation's transpor-
tation systems function efficiently. A strong Federal investment in
buses, rail cars, stations and facilities, research, planning, and
safety is crucial to ensuring mobility and economic growth.

An inter-connected, multi-modal transportation system that will
carry America well into the 21st century needs a strong Federal
role in transit.

Mr. Chairman, I stand ready, along with my deputy, as well as
others, to answer the questions that you may have as we continue
to look towards the future for transit in America, and as we look
towards the reauthorization of ISTEA.

Mr. PETRI. Thank you very much.
Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
Thank you, Mr. Administrator, for your testimony this morning.
Let me ask you a hypothetical question. Say perhaps we reau-

thorize ISTEA for a period of 4 years. Do you anticipate many new
full funding grant agreements being signed over that 4-year period?

Mr. LnTON. Mr. Rahall let me suggest that we, this year, have
signed six new full funIng grant agreements, or at least an-
nounced our intent to sign six new full funding grant agreements.
As those projects continue to go through final design and a record
of decision, we hope to actually execute those full funding grant
agreements.

But we also have a number of next-tier projects--projects that
are in preliminary engineering, projects that are in early environ-
mental engineering. Those projects we expect will be moving forth
in many cities around the country, and they will be looking to-
wards the availability of additional resources in the next reauthor-
ization.

If, in fact, that is to occur, we would anticipate that there will
be a need for additional full funding grant agreements in that next
reauthorization.

Mr. RAHALL. So, just as a ballpark figure, would you guesstimate
a dozen, two dozen?

Mr. LINTON. It's really had to say. We have probably at least
anywhere from 15 to 20 projects that are in some' stage of develop-
ment and consideration in our next tier projects. Some of those, as
we've seen over the previous year, even under this authorization,
some of those projects fall off and don't actually come into fruition.
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Some of those projects get stagnated due to various local issues,
and therefore are not in position to receive full funding grant
agreements. So it's hard to predict how many will actually be in
position under the next reauthorization, but there are somewhere
in the neighborhood of 15 projects that are under some consider-
ation at this point.

Mr. RAHALL. Okay. Do you see any reason why a cap on operat-
in~assistance should be maintained?

wr. LNTON. Sorry?
Mr. RAHALL. Do you see a.y reason why a cap on operating as-

sistance should be maintained?
Mr. LINTON. Well, let me just say that I think the reauthoriza-

tion of ISTEA will give us an opportunity to look at new possibili-
ties. We should not be wedded to all that we've done in ISTEA I.

Even though we have made a revolutionary change in this Con-
gress, and those who are involved in working on that document
have moved transportation planning a long way, we think that
there are opportunities to not just be confined to the box that
ISTEA I has given us, but to look with more vision as to what can
be done in ISTEA II.

Thinking in that context, we need to get some consideration to
how operating assistance is, in fact, even thought of.

We, with the support of the Congress, just recently have opened
up our capital money in this new statute that gives us an oppor-
tunity to fund some bus overhauls and other projects that were for-
merly only capital projects. We have now tried to level the playing
field with our Federal highway partner where they fund projects
and highways that sometimes historically were seen as, if you com-
pare to transit, as maintenance projects, but they fund those out
of their capital.

I think, as we look towards reauthorization, we need to get some
consideration to how we re-examine what we consider operating,
and whether or not some thought should be given to whether or not
some of what we currently fund as operating should, in fact, actu-
ally be considered capital.

SoL I think we need to think in those regards, as well, and think
of a much more expanded use of the term that we now have as cap-
ital.

Mr. RAHALL. What about the rail modernization funds? Should
they be revised? The formula for the rail modernization funds,
should they be revised?

Mr. LINTON. I think we have seen a continued need for rail mod-
ernization that, if we look to our performance and needs report,
which we have transmitted to the Congress, where we continue to
talk about both the current level of funding that's needed to main-
tain current level of transportation investments, and what the fu-
ture will hold if we're going to improve that, it's clear that there
is a continued need for rail modernization to continue to improve
old systems so they continue to be revitalized.

Many of our old systems have old rolling stock, old signaling sys-
tems. We know that when somebody-even our commuter rail sys-
tems, we're concerned about the ability for them to have the best
cables, as well as signaling systems, to deal with some of the issues
that we've seen in some of our accidents in recent years, and our
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rail modernization funds enable us to deal with those issues in a
formalized way, and we think there is continued need for that.

Mr. RAHALL. Thank you, Mr. Chairman. I would like a second
round.

Mr. PETRi. Yes.
Mr. Bateman, have you any questions?
Mr. BATEMAN. Thank you, Mr. Chairman.
You mentioned the research on the lighter-weight bus. Is that

something that is done in-house by the Transit Administration, or
is this something that's done in the private sector through con-
tracts that you monitor?

Mr. LINON. This is a very exciting project. It's the project that
is currently operating in California with Northrop Grummann. It's
a project that came out of Defense conversion, quite frankly, and
it's a project where we are partners with transit properties, includ-
ing LAMCTA from Los Angeles, Northrop Grummann, as well as
Houston, and we have put together a project, in fact, that involved
most of the major transit systems around the country, so they also
are acting as peer reviews as we're moving forth with this new
project• .

we think it presents a major opportunity for the country in new

technology. We are at the point where our bus industry has been
reduced and is becoming very, very competitive, and some of our
bus manufacturers are having a difficult time continuing to com-
pete.

We find ourselves in this country in a situation where we are im-
porting more and more of our buses from other countries around
the world. We think this project, in conjunction with private enter-
prise such as Northrop Grummann, gives us the opportunity to use
our defense technology, converted to a use were we can begin to ex-
port our bus industry to larger markets.

This is a lightweight bus. It uses composite parts that were used
in manufacturing of the stealth bomber. It's a bus that we think
will have a lifetime that's much longer than the current life for the
buses that we currently have where we now have maybe a useful
life of 12 years. They haven't even begun to figure out what the
useful life of this vehicle will be.

I was able to drive it on its test bed in Los Angeles. It will be
able to increase its efficiencies. It will have on-board technology
that will provide the drivers with on-board electronic information
to give them information on when the bus was maintained, when
the brakes were changed. They will be able to push a button and
get that information right there. It will be able to reduce the main-
tenance down time of buses probably about 50 percent.

We think it's a phenomenal opportunity for the country, and I
would hope that the Congress will continue With us, because the
project has been funded in previous years. We would like to accel-
erate its completion so we can get it into the market and get it into
the global market for many of our industries.

Mr. BATEMAN. It seems very exciting. You mentioned Northrop
Grummann as apparently the prime contractor doing this research.
Are the bus manufacturers a part of the program and intimately
involved so that they can utilize this technology as it's perfected?
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Mr. LINTON. Absolutely. What we have tried to do in this project,
one, is to make sure that we involve the transit industry. It's very
important, if you're going to develop a bus, that you make sure that
the potential customers are engaged in the project so that their
concerns, their needs can be met as the project is being developed,
so we have put in place a peer review in which mostly-approxi-
mately about 30 of our largest systems are having some of their
technical staff, as we go through this production, at each stage
along the way are having input into that productio,.

But we've also tried to make sure that we try to make sure that
other bus manufacturers will be able to utilize the technology that
is being developed, so we're trying to--and recently, 1 guess, as of
two weeks ago we invited many of them to look at the current pro-
duction, trying to get them to begin to look at whether ot' not they
would want to tool up -their own manufacturing companies and
begin to use the technologies being developed so they can also de-
velop and produce this new bus, as well.

Its our view that it will offer opporturdties for many of the bus
manufacturers to be engaged in this.

Mr. BATEmAN. Thank you very much.
Mr. PETRi. Mr. Horn?
Mr. HORN. Thank you, Mr. Chairman.
How many of those bus companies that are experimenting with

battery-operated buses are small businesses? Do you have any feel
for that?

Mr. LmTON. I really can't. I can say that we are looking at sev-
eral technologies-battery-operated buses, fuel cell buses. All of
those technologies have in their involvement some small businesses
that are doing some. of the subcontract work, some of the innova-
tions in those new technologies.

What we try to do in many of these new developments is try to
put out a net that. takes in some of the resources that some of the
new and developing and innovative firms can bring to the table, so
when you do that you do elicit within their development smaller
firms throughout the country that become partners in these
projects.

Mr. HORN. Do you work with the Small Business Administration
on a partnership, or how do they get the capital to do what they
need to do?

Mr. LINTON. Well, I'm not quite sure how they get the capital.
Many of these firms are subcontractors. They work with some of
our major providers. They participate when the RFPs are pre-
sented. I'm not sure how they engage in getting into the projects.

Mr. HORN. So your agency is not in the business then of helping
fund some of these projects?

Mr. LmTON. We provide funding for the projects. Yes, we do that.
And some of the funding goes into the research, some of the fund-
ing goes into producing the prototypes. We have prototypes that
can be used in service so that we can test.

Yes, we do provide those funds, and many of these small firms
that are engaged in that utilize that as part of the development of
these new technologies. That's-
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Mr. HORN. Are you investing in the fundamental research as to
how we extend the life of the battery and how we miniaturize it,
at least from where it is now?Mr. LINTON. That's right. What we're trying to do is engage in
extending the lives of the battery, trying to develop the charging
mechanism so that the batteries can be charged easier, trying to
make sure that we can also empower the batteries so that they can
also take on other auxiliary parts of the vehicle, such as air condi-
tioners.

Those are many of the things that are being looked at in the re-
search for many of these projects.

Mr. HORN. I happened to talk to a lieutenant general in the
Army about six months ago who is one of their top technology ex-
perts, and I asked him, What is the major problem that you face
m technology that we aren't making much progress on? He said
batteries. I think that's the same that applies to civilian applica-
tion.

So do you see some light at the end of the tunnel in terms of
progress in development of a battery that will, in a very compact
way, provide the power source for an urban transit?

Mr. LINTO. Yes. What we have seen over the last couple of
years is the increased capacities batteries to be able to run the
buses over longer periods of time. We think, as the research contin-
ues, this will continue to evolve. We think thio offers a major use
of vehicles in the future for this country whej.e we can migrate
some of the air quality problems that we have in the Nation. Well
be able to use--be able to minimize the impact on our resources.

We think, as we continue to develop partnerships with the small
firms, with the innovative firms, we expect to continue to see im-
provements in those areas, and we hope that that will enlarge the
base for the utilization of the technology once it's refined and taken
to market.

Mr. HORN. How many self-contained, battery-operated buses do
we now have? Do we know that figure?

Mr. LINTON. I don't have that information with me. We can
Sresent that to the committee so that you can have copies of that.
e can give you actual figures on what's being produced around

the country and at what stage they are in development.
Mr. HORN. Good. I'd like to--if you wouldn't mind copying me

when you send it to the committee, I'd appreciate it. I've got a
major interest in this. I've had a firm in my constituency, Specialty
Vehicle in Downey, that has been very successful in doing this. It
has some difficulties now in terms of keeping the production line
going, but the orders are there, and they've showed it can be done.

Mr. LNTON. We'll be glad to provide that information as our
AT--and we also think that-we mentioned the ATT bus, but it's
also important to note that that bus has opportunities for other
type of fuels. It will not just be used with diesel. We're talking
about fuel cell technology that we can possibly put into it, alter-
native fuels, as well. We think the vehicle can be fueled on many
different types of fuel sources. We think this provides opportunities
for a bus, a hydroelectric, and other kind of fuel sources, as well,
to be used.

Mr. HORN. Thank you, Mr. Chairman.
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Mr. PETRI. Thank you.
Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
Mr. Linton, over the past year or so in hearings before this sub-

committee, we've heard a great deal of squealing and screaming, in
some cases, about the 13-C process. This has been reformed over
the last year by the Administration, by the Labor Department, and
I'm wondering if you've noticed any improvements in efficiency in
the 13-C application process-not that I'm indicting it or saying
that there were ever any inefficiencies in the first place.

Mr. LwTON. Congressman, I wish I could give you exact figures.
I don't have those with me today, and I would provide those to the
committee, but let me just say that there has been some reform in
the area of 13-C, and I know that the last time that I looked we
were finding that we were getting applications through the process
quicker.

One of the complaints that we heard over the last several years
was the difficulty in getting our projects on line, the difficulty in
getting the grants actually authorized or obligated as a result of
the 13-C process. We think, with the many reforms that have been
put in place in conjunction with the Department of Labor, that that
process has been accelerated.

There has been some-we have had the ability now to take some
grants and use our model 13-C agreements and move those grants
through without going through the detailed review that was re-
quired in previous situations.

We think there has been a tremendous improvement in that, and
we can provide some specific information on grant dates, what the
increase of obligating those grants has been, to the committee for
its review.

Mr. RAHALL. Ove'v the recent years, there has been an ever-in-
creasing share of section three bus program earmarked by the Ap-
propriations Committee, not for bus purchases but for what are
often termed as "intermodal facilities." It almost seems like half
the earmarks are now for these types of projects.

Has FTA reviewed these projects? In other words, are they bona
fide and are they appropriate use of bus money?

Mr. LINTON. Let me just say that we've had a chance to review
the projects as they're earmarked. I would suspect that if discre-
tionary money was truly discretionary, that we may have made
some other decisions with some of those projects, and there are
some opportunities that we have across the country.

We've had a pipeline over the last several years where many of
the transit properties have come to us requesting discretionary
money for projects that we have examined that are ready to go, but
because of the earmarking we have not had an opportunity to obli-
gate those projects.

If we had had an opportunity, I'm sure that some of the inter-
modal projects would be ones that we, ourselves, would not have
chosen, but some of them are good projects. Some of them have
worked well and have provided increased mobility, but, more im-
portantly, have actually provided a seamless system for some of the
communities around the country, and that is something that we
would like to encourage-a seamless system where you are bring-
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ing the modes together so it provides easy access for mobility for
the users in America, and it makes it customer-friendly.

We think some of those projects have tremendous merit. There
are a few, I would suspect, that if I had my decision I would prob-
ably not have selected them.

Mr. RAHALL. I didn't mean to imply in any way that I, for one,
am against earmarking.

[Laughter.]
Mr. RAHALL. But I just was wondering if you thought there was

an appropriate use of bus monies
Mr. LINTON. I would never-
Mr. RAHALL.-for these intermodal facilities.
Mr. LInTON. I would never suggest to the Congress that I'm try-

ing to suggest that you're im lying that earmarking is inappropri-
ate. All I am suggesting is that ir the administrator and the Sec-
retary had an opportunity with discretionary funds, that there
would have been an opportunity to do some things differently. But
we do think that there is no question that there are some continu-
ing bus needs that are reflected in our 308 needs report, Condition
and Performance Report, and that we would like to have applied
some of those resources to some of those bus needs.

If you sometimes had to compare the priority between the inter-
modal facility and the expanding need for new buses, in some areas
we would have chosen the buses.

Mr. RAHALL. Thank you.
Thank you, Mr. Chairman.
Mr. PETRi. I did have a couple of questions.
In your testimony you sort of described the Federal transit pro-

gram. I wonder if you would have any ideas for us on changes in
the program or how it might be improved, or about things that
aren t working very well. Perhaps you could give us some guidance
for how we might do things even better in the future in the reau-
thorization legislation.

Mr. LINTON. Sure. I would like to mention, Mr. Chairman, that
we in DOT have begun a series of workshops or outreach hearings
around the country where we've been trying to solicit from both
neighborhood organizations, transit providers, highway providers,
environmentalists, as well as mayors, what they have seen in the
first version of ISTEA, what they would like to see as we move
forth.

We have not been able to, at this point, come up with what we
think are specific changes that we would like to recommend.

I guess, as we continue to go through that, we, in the Depart-
ment, will begin to shape, from those types of inputs, what we
would like to see.

I would suggest, however, that, just from my own vantage point
over the last 3 years, we would like to continue the opportunities
for enhancement monies, the opportunities for continued utilization
of flex funding, the opportunities for providing flexibility to State
and local governments to make decisions.

We have seen that that has given opportunities for people to
make tough choices, and we think, as we go forth in trying to re-
duce the deficit over the next 7 years, that there will be an increas-
ing need for State and local government officials and MPOs and
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others to make those tough choices and have the flexibility in order
to be able to do that.

So we think that is an area that was created under ISTEA I. We
think it's one that should be strengthened as we go forth in ISTEA
II.

We also think that, once again going back to our section three
bus, I continue to be concerned as to whether or not that provides
the best opportunity to distribute sources to local officials, gov-
ernors, MPOs, or transit properties, and whether or not we need
to look at some flexibility in that area that may go to looking at
maybe formalizing more of those dollars so that, once again, local
officials can make local decisions that best fit their needs.

I think that we also would like to look at trying to expand the
opportunities for some of our transit systems to do much more cre-
ative financing so that they can engage the private sector in more
of their projects

I think as we look forward in ISTEA reauthorization, we need to
focus on those type of elements.

We've seen recently in some of our joint development projects,
our liberal community projects, where we're trying to provide op-
portunities for private sector to engage in developing stations, some
even running some systems, in partnership with our public agen-
cies. We think that provides an opportunity to expand the invest-
ment in the infrastructure. We also think it may provide some op-
portunities for some of our transit systems to get some resources,some financial resources through these joint developments, that
will go a long way in supporting their daily operations of their sys-
tems.

We would like to continue to look at those opportunities in the
next reauthorization, and we think, working with you and mem-
bers of your committee and staff, that in the reauthorization we
might be able to expand those opportunities.

I was recently i Japan and was looking at some new town de-
velopments and some of the creative financing that they use over
there where their transit systems are allowed to operate enter-
prises in conjunction with their transit stations, and are able to
then, therefore, develop revenues, and those revenues, which are
non-fare revenues, are used to support the operation of their facili-
ties.

Some of our statutes make that difficult to do here in this coun-
try. We need to begin to have that kind of vision as we go forth
and see how creative we can be in looking in those kind of areas,
as well.Mr. PETRI. We look forward to getting your specific suggestions,
hopefully before Thanksgiving or something like that.

One area that we're constantly debating about is the area of op-
erating assistance. Could you give us your own view on the extent
to which you think operating assistance should be subsidized by
the Federal Government as opposed to being provided by the local
communities where the transit is operating?

Mr. LMTON. Let me just say that the operating assistance has
been a major lifeline for particularly some of our smaller systems.
As we go around the country, if you-and I know from your witness
list that there will be some from the CTAA and others who will
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come from some of our smaller systems, even from APTA, and they
would suggest that some of our smaller systems, the operating as-
sistance, to some degree, provides 35 to 40 percent of their cost.

In fact., we have seen, as a result of the reduction in operating
assistance-particularly the dramatic reduction in operating assist-
ance-that many of our small systems are having a great deal of
difficulty continuing to maintain service in small communities.

In fact, I just was looking at-there's an article in the Sunday
"New York Times" that talks about the Montgomery, Alabama, sys-
tem. Many of you may know that this is a system where almost
40 years ago Rosa Parks led the effort to desegregate that system.
This is a system that has had tremendous reductions as a result
of reduction in operating assistance, and they've even had to take
some money out of their city coffers that was going for mainte-
nance of city facilities and other operations to try to maintain some
bus service.

We've seen this. Greenville, South Carolina, is another small
community where, for a short period of time, they actually closed
down their system.

We see this going on around the country, and much of that has
been directly related to this dramatic reduction in operating assist-
ance.

So I think we have to look at a continued Federal role, identify
what that role is. As we continue to see the need for ADA compli-
ance, as we continue to see the need for areas like drug and alco-
hol, as we continue to see our Federal desire for our systems to
continue to provide those asnects of their programs, I think that,
as a result of that, there will continue to need to be a Federal role
that's connected to our desire to have our systems to continue to
provide alcohol remediation programs and testing programs, ADA
compliance programs. All of those programs have an impact on the
bottom line of the operating cost of those systems.

As we continue to require that-and I think that's appropriate,
because it's a good area and it has increased mobility for America-
there will continue to be a need for some level of operating sup ort.

The question will become, however, in the future, I think, ow
do we lefine that? As I stated, recently, with the support of the
Congress, we've been able to funnel into capital some bus overhaul,
which formerly only came out of operating, to make that somewhat
consistent with how those same type of overhauls are dealt with inh shways.to if we begin to move some of what has been formerly consid-

ered solely operating and see it as capital, as highways to us, we
may begin to relook and redefine what, in fact, operating assistance
actually is, but there needs to be some role for that in the Federal
Government.

Mr. PETRI. Thank you.
One last area I wondered if you could comment on is the effect

of the Transit Administration's current contingent commitments on
future funding of new starts projects. We understand that you basi-
cally have committed what funds are available through 2002, and
wondered about whether that made a lot of sense or not. The world
might change between now and then. Maybe we should have a lit-
tle flexibility to adjust to it.
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Mr. LINTON. I will probably ask my deputy administrator-allow
her to participate in some of our great discussion here. But let me
just say, Mr. Chairman, that we have tried to follow in ISTEA the
tools that you have given us. Those tools have charged us to move
projects forward based upon their completion of major planning
process. They've gone through what we call preliminary engineer-
mg, preliminary environmental work. They've had to go through
preliminary design, final design, record of decision. And so we have
required those projects to go through a process.

Aithose projects have gone through the process, we think it's ap-
propriate to begin to look at those projects for FFGAs. That's an-
other tool that all of you gave us bureaucrats through the ISTEA
legislation.

We've tried to follow that process, the one that was enacted into
law. As we do that, we have projects that move forth who have
gone through the process. When those projects move forth, we
think it's appropriate to fund them at that point and fund them at
a level where they can maximize the Federal investment and mini-
mize the overall cost of the project by having a consistent allocation
of funds so that they can do the kind of budgeting, as well as
leveraging of funds, to get the projects delivered on time and under
budget.

So, in utilizing that thought process and also the tools that you
have gniven us, we have moved forth projects that have come to
final design and are ready for full funding grant agreements.

As a result of that, we're trying to fund those projects in their
entirety over a series of years. In order to do that, we have also
taken advantage of the contingent commitment element that you
also gave us in our act that allows us to bridge between this au-
thorization and the next authorization.

We think we've taken a prudent step, utilizing the tools that you
have given us, and tried to use those tools to maximize the Federal
investment but to minimize the overall cost of the projects.

That's how we've tried to proceed, and yes, in doing so we pre-
sented a pool of projects that have pretty much taken up most of
the available funds within the authorization as we go through, but
we think we've used that in a prudent way, utilizing the tools that
you have given us.

My deputy may want to add something to that.
Ms. SADIK-KHAN. The only thing I would add would be that each

of the projects has, as Administrator Linton pointed out, completed
the planning and statutory requirements as described by ISTEA
and as is consistent with Congressional guidance. I think these
projects are critical to meet the infrastructure needs that many
cities and areas across the country have.

It doesn't preclude Congress from providing additional authority
for new start projects in the next authorization.

Mr. PETRI. Let's see. Ms. Johnson, did you have any questions?
Ms. JOHNSON. No, sir.
Mr. PETRI. Are there other questions then of this witness?
(No response.]
Mr. PEIM. If none, thank you very much for your testimony, Mr.

Linton.
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The next panel is made up of. Frank J. Wilson, chairman and
Commissioner of Transportation, New Jersey Department of Trans-
portation, and chairman of the American Public Transit Associa-
tion; and Mr. John B. Daly, Commissioner New York Department
of Transportation, and chairman of the American Association of
State Highway and Transportation Officials' Standing Committee
on Public Transportation.

Gentlemen, welcome. I guess we'll probably, once you get a
chance to get in place, proceed with Mr. Wilson. All right, Mr. Wil-
son?
TESTIMONY OF FRANK J. WILSON, CHAIRMAN AND COMMIS-

SIONER OF TRANSPORTATION, NEW JERSEY DEPARTMENT
OF TRANSPORTATION, AND CHAIRMAN, AMERICAN PUBLIC
TRANSIT ASSOCIATION; AND JOHN B. DALY, COMMISSIONER,
NEW YORK DEPARTMENT OF TRANSPORTATION, AND
CHAIRMAN, AMERICAN ASSOCIATION OF STATE HIGHWAY
AND TRANSPORTATION OFFICIALS, STANDING COMMITTEE
ON PUBLIC TRANSPORTATION
Mr. WILSON. Good morning, Mr. Chairman and members of the

committee.
I appreciate the chance to appear before you today to talk about

a very vital piece of transportation legislation whose regeneration
stands before us.

Today I appear as the chairman of the American Public Trans-
portation Association, otherwise known as APTA. I have with me
a prepared text, which I won't read but I'll leave with members of
the committee so that you can peruse that at a later time.

I'll just sort of paraphrase and hit the high points of some of the
guiding principles that we think need to be attendant to the reau-
thorization of ISTEA.

APTA believes that this country should be all about creating op-
portunities--opportunities for business and industry and house-
holds and individuals, and foremost among those opportunities we
believe is enhancement of economic security for individuals in busi-
ness. We want to assure personal safety and security, improve the
quality of our neighborhoods and regional environments, enhance
the effectiveness of public services.

We believe that public transit is a critical link to all these oppor-
tunities.

The Federal Government played a ver vital role in the creation
of ISTEA. It's been described i many different ways since its in-
ception-landmark legislation is one, break-through legislation is
another. However you describe it, it certainly was essential for po-
sitioning of the public transportation industry now and in the fu-
ture, and we believe that there is a continuing Federal role, an im-
perative Federal role, in the regeneration of this ISTEA legislation.

I believe that ISTEA has been an extraordinarily successful ven-
ture, promoting a balanced transportation policy, recognizing the
value of coordinating all modes of transportation. The first word,
"intermodal," "integrated," needs to be underscored. The ability to
develop integrated and inter-agency and intergovernmental part-
nerships, another keynote and foundation for the ISTEA legisla-
tion, has been critical.
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The fact that it has enabled us to generate economic health and
vitality at the local and State level cannot be missed, and the fact
that transit, by and large, time and again, is asked to play a vital
role in achieving national objectives should also not be missed.
Clean air and accessibility for the disabled are two critical ones.

If we talk about the role of public transportation and the Federal
commitment to it, I'd like to address most directly the notion that
there is no Federal role, there is no Federal imperative to support
public transportation, and say to you that those who appear before
you and say that are simply wrong. We believe there are.

I would ask you to consider that role slightly differently, not in
terms of what transit can do for you, but let me ask this, sort of
rhetorically: is economic vitality of American cities and locales and
the metropolitan areas critical to the national interest?

Is productivity of American industry critical to the national inter-
est?

Is a sound infrastructure that we leave for future generations
critical to the national interest?

Do we want a healthy environment? I have to believe we do if
we look at the Federal standards calling for clean air. But is that
in the national interest?

And mobility for vast parts of our citizenry-the disabled, the el-
derly, the youth-is that in the national interest?

I'll submit to you that transit is a vital link to all those national
interests. ITl give you a couple of examples.

We'll go back to the vitality and economic engine that transit
provides. You look here just locally and look to the Commonwealth
of Virginia, where the creation of Metro Rail, or the WMATA sys-
tem, has generated and spun off economic benefits beyond its in-
vestment, in multiples beyond its investment.

In the Commonwealth, alone, an additional $2 billion in tax reve-
nues are directly attributable to the operation and construction of
that system.

I can regale you with statistics of how many additional square
feet of office space-25 million to be exact--additional retail space,
hotel space, additional jobs.

If you look closely at the local level, you'll find, in this system,
alone, about $1.2 billion in net revenues. This is income beyond the
cost that the Commonwealth has contributed, clearly as a testa-
ment to the fact that it has tremendous economic generation capa-
bility.

So I think that when we look at whether or not a particular piece
of legislation supporting transit has been effective, we need to look
at things like transit cutting cost for construction that would have
had to have been invested in our highway system, cut over $220
billion in the last 30 years in highways that didn't need to be built.

Key features of the legislation: $2.2 billion has been transferred
from highways to transit, another testament to the fact that the
flexibility built in the law was critical and necessary.

I would say that the overall structure of the legislation was very,
very beneficial, and we would recommend that you retain that
structure in terms of discretionary programs versus formula pro-
grams, in terms of new starts, rail modernization, and bus systems.
They've worked remarkably well at the local level.
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There has been a notion that the Nation needs to deal with Am-
trak, and somehow it becomes a local transit imperative to deal
with Amtrak. I would call on you to consider further blending of
the modes, not only public transportation and highways, but avia-
tion, ports, and the Nation's inner-city rail operations, and using
ISTEA as a vehicle to do that.

I would also ask you to consider the impact that technology will
have, especially in the transportation industry and especially in thetransit industry. Technology will be the next forefront for us to gal-
vanize opportunities, to make sure that we are able to deliver prod-
ucts and services without having to come to Congress and asking
for more cash to do that.

And so I'd say that, finally, that if you want to enhance the im-
pact and value of ISTEA as we redo it, we need to look for ways
to expand our ability to run public transit as a business, and y
doing that we're referring not necessarily to expanding funding lev-
els, but setting transit free to approach the marketplace like any
other business would-free of mandates, free of costly regulations,
and free to engage public/private partnerships in very innovative
ways, not only financially, but operationally and structurally.

For these reasons, I would say that it's imperative that we not
only celebrate the victory. of ISTEA in the past, but make sure that
we continue it long, long into the future.

Thank you.
Mr. PETRI. Thank you.
Mr. Daly?
Mr. DALY. Thank you, Mr. Chairman, ladies and gentlemen of

the House. My name is John Daly. I serve as the chairman of the
Standing Committee on Public Transportation of the American As-
sociation of State Highway and Transportation Officials, otherwise
known as AASHTO, and also as commissioner of the New York
State Department of Transportation.

On behalf of AASHTO, I want to thank you for the opportunity
you've given us this morning. I have a statement I've already sub-
mitted to you. I'll try to abbreviate it for the sake of time and
make-try to live within my time restraints.

Let me emphasize that AASHTO strongly encourages the Federal
Government to continue to carry out its longstanding partnership
with State and local governments in financing public transpor-
tation. With Federal funding for highway and public transportation
about to expire, Congress must take steps to ensure that the Na-
tion's vital transportation network will continue to provide for mo-
bility, economic development, international competitiveness, and
national defense.

Our large cities cannot function in a global economy without ade-
quately-financed and efficient public transportation systems. For
example, we plan to invest over $12 billion in New York State over
the next 5 years in improving the public transportation across the
State, which is the almost exact amount we are investing in our
State highways network over the same period.

We also provide $1.3 billion annually in transit operating assist-
ance.

Each day, 2.2 million people enter the Manhattan business dis-
trict on 10,000 buses and over 5,000 rapid transit and commuter
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trains, many from my good friend, Frank Wilson's, State of New
Jersey. They're certainly welcome.

It would take 150 expressway lanes and 18 square miles of park-
ing on a 22-square mile Island to accommodate 'such volumes of
traffic.

Also, it makes good business sense for the Federal Government
to participate in providing good public transportation.

Because New York State-the exact figure is $18.3 billion of
monies which it sends to the Federal Government, more than it re-
ceives back, and much of that comes from the financial district in
downtown New York City, which would disappear, actually dis-
appear without public transit. So it does make good economic sense
for the Federal Government to continue its participation in the
public transit affairs of this Nation.

These reports that you'll receive soon from AASHTO will provide
four key recommendations:

The nding needs to maintain the Nation's highways and transit
systems outstrips funds currently available. The $0.043 per gallon
motor fuel tax should be deposited in the highway trust fund and
spent to maintain the transportation systems, rather than diverted
to other uses.

Secondly, State and local governments should be given more
flexibility in determining how and where transportation resources
are spent.

Third, many of the key concepts of ISTEA, such as State and
local cooperation, intermodal planning, and public participation,
should be retained.

Fourth, burdensome and unnecessary provisions should be elimi-
nated.

In assessing the future needs for the various modes of transpor-
tation, AASHTO estimates that the Nation's transit systems will
require an annual capital investment of $7.9 billion annually just
to maintain existing conditions and service levels, and to complete
service expansions already underway.

Improving the systems to optimum levels and meeting expected
increase in passenger miles will require over $14 billion annually.
By comparison, the average transit capital investment level over
the past 3 years by all levels of government has been $5.4 billion.

As a result, transit systems cannot even maintain existing condi-
tions, and much of the transit infrastructure continues to deterio-
rate.

As a transportation commissioner, I know that inadequate in-
vestment in transit will ultimately lead to increased investment re-
quirements in highway facilities.

State and local governments have already shouldered much of
the burden to finance transit over the past decade and have
reached their limit.

Since 1980, in constant dollars, State and local investment in
transit o rations and capital has increased 270 percent to a level
of $12.1 illion by 1994, while Federal investment has declined by
40 percent to a level of $3.3 billion. This has occurred as the bal-
ance in the mass transit account of the highway trust fund has in-
creased to over $11 billion.
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I note by the changing of the color in the light before me, Mr,
Chairman, that my time is up. The rest of the testimony you will
find in the material we sent to the committee.

Thank you very much for the opportunity.
Mr. PETRI. Thank you. Thank you for your consideration. We

have quite a few panels today, and this will make it possible for
us to probably give everyone a chance.

Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
I would just like to ask Mr. Wilson a few questions-the same

ones that I asked Administrator Gordon Linton.
The first one: do you see any reason why capital and operating

assistance should be maintained in the law? Second, should the for-
mula for the distribution of rail modernization funds, be revised?
Is it the position of APTA that it should be revised?

Mr. WILSON. With respect to the capital and operating assist-
ance, I think we need to consider that operating assistance means
different-things to different systems. In a large system, such as the
ones that Mr. Daly or I are responsible for, they are very, very
small parts of the capital budgets. With some liberalization of how
capitamoney can be used-not bastardization, but liberalization-
we can make a contribution by saying that we don't need-the larg-
er systems really don't need, to run good business, continuing reli-
ance on operating subsidies.

On the other hand, there are small systems that would not sur-
vive if it were not for the support that they receive from operating
assistance. That is the position of APTA, and I believe AASHTO,
and every other credible transportation official that we consult
with.

Given the fact that the largest systems have ways to generate
additional revenues-and some of the things the administrator
asked for I would echo strong support for-the freedom to create
our own cash, so to speak, gives us less reliance or causes us to
be able to be less reliant on operating subsidies.

So I think that, in terms of Congressional intent and balancing
an operating budget, we should not be so prescriptive as to say
we'll eliminate a whole category of support, but we ought to use the
support in a little more customized fashion so that we get the most
return that we can on those investments.

So where it's necessary I think it should remain, and where there
are options I think it can be reduced.

With respect to the formula distribution of rail modernization, I
think it's a testament-to the value of ISTEA that rail systems have
sprung up in the last 4 years. They've been developed, they've been
constructed, and, based on either rail miles or stations or rides,
some re-look at that formula is, in fact, probably necessary at this
point, especially if the new authorization goes out any appreciable
amount of time with new systems coming on line. The sheer point
of equity, I think we need to take a look at those.

So you have seven large historic rail properties that infrastruc-
ture is real critical, and you have these new systems being brought
on line. They need to be maintained from day one in fine working
order and not ever fall to the level of disrepair or disinvestment
that the older systems had.
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There needs to be a balance between the older systems and new,
and for those reasons I think a careful look at the formula is prob-
ably in order.

Mr. RAHALL. In regard to operating assistance, perhaps then get-
ting away from just a cap on operating assistance, just give the lo-
calities the money and say, "You spend it as you see fit"?

Mr. WILSON. Well, I think there needs to be some local account-
ability, as well. If you're going to have the privilege of having oper-
ating subsidy, I think there are certain performance levels. I think
there is a certain amount of local effort that's necessary, as well.
I don't think you should just take money from the Federal Govern-
ment and say, "Well, that's it. Go forth in peace." I think you need
to have a local commitment and I think there needs to be matching
requirements, and I think you need to have sort of a business agen-
da and a business plan that says, "For this we will deliver these
services."

I think it is wise for the Congress to ask for that local account-
ability in terms of the service that's operated and in terms of the
local support, as well.

Mr. RAHALL. Mr. Daly, let me just get a full understanding from
your testimony as to what type of reauthorization for transit
AASHTO envisions in terms of the size of the program and in
terms of whether the existing financing category should be main-
tained.

Mr. DALY. As far as the size of the program, we would not be
that presumptuous. We said in the testimony that we would like
the monies that--the penny in the gas tax returned to the usage
for which it was taken originally, and, of course, that money then
would be split between transit and highways.

We understand the situation that you'll have to go through in the
next year. We feel very strongly that the infrastructure deserves
singular attention, and that's what we're saying to you.

ISTEA has worked. ISTEA has worked for our highways. ISTEA
has worked for transit. We think it should continue to be allowed
to continue to work.

Hopefully, you'll be able to put more money into it, and we hope
Congress can. But, again, we would not be that presumptuous, sir,
as to say that you must-we, of course, don't have that riht.

But the bottom line is, has ISTEA worked? Has ISTA worked
for transit? In our opinion it has worked for transit. Has ISTEA
worked for the highways? Yes, ISTEA has worked for our highways
and bridges, also. We would like to see it reauthorized pretty much
in its existing form as far as transit.

Mr. RAHALL. So your bottom line is: stay the course.
Mr. DALY. I can only speak for transit. Pardon?
Mr. RAHAL. Your bottom line is stay the course?
Mr. DALY. Stay the course. Yes, sir, as far as transit. I speak

here today-and I've got to be careful with this because I'm talking
now with transit only. I do not have the authority to speak for
AASHTO for the ISTEA reauthorization for bridges and highways.
We have differences of opinions between our States between the
States and AASHTO on that.

Mr. RAHAL. Thank you, gentlemen.
Thank you, Mr. Chairman.
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Mr. PETRI. Mr. Horn?
Mr. HORN. Thank you, Mr. Chairman.
Mr. Daly, I'm interested in your comments on ISTEA, and I'm

delighted you urge us to do what we all agree we should do, which
is get Presidents to spend that money in the highway trust fund
and quit trying to balance budgets with it. That's certainly been
the aim of this committee in unanimously agreeing and getting the
majority of the House to say that we should get our transportation
monies off-budget, if you will.

But let me try out a couple of things.
What are some of the concerns in ISTEA that you have? You've

given strong support for it in this area this morning, but are there
some concerns in ISTEA?

Mr. DALY. In transit, sir, we would appreciate more flexibility.
Mr. HORN. Give me an example of where you don't have flexibil-

ity and where you want it.
Mr. DALY. I'm sorry, sir?
Mr. HORN. Give me an example from ISTEA where you feel you

don't have flexibility and where you want it, to be very specific.
Mr. DALY. Well, we would like, very frankly, to move money into

transit that-I don't know if I can give you a specific mention, or
I should say a specific item that perhaps would meet what you're-
now you've got me.

Mr. HORN. Well, I'm just curious. You seem to have a concern,
but you don't really want to state it, and we're trying to reauthor-
ize ISTEA. What should we be wary of and think a lot about, from
your standpoint?

Mr. DALY. I'll defer to my colleague from New Jersey.
Mr. HORN. Okay. Mr. Wilson, what are your concerns on ISTEA?
Mr. WILSON. I just wanted to give you the example you're looking

for in terms of flexibility, an example in terms of flexibility.
There is this raging debate over what to do with the AMTRAK

reauthorization. We would submit that if you made it part of the
ISTEA and freed the States and perhaps collection of States in a
particular region-let's take the northeast corridor, which I'm fa-
miliar with. If you gave us the ability to blend dollars that came
from the Federal level and perhaps match them and ask States to
make the money available if, in fact, AMTRAK was an imperative
priority for them. We can't do that today. We might be able to do
that under a reauthorized ISTEA bill, saving and helping the Con-
gress solve the problem of the inter-city railroads, the national rail-
roads.

If a State decides that inter-city rail travel is critical to tle-%m,
then they've got to make a choice: whether we build another iane
of road or a bridge or we fund the railroad.

Then the accountability in terms of performance, the accountabil-
ity in terms of how we invest, becomes a local decision and we live
within the confined pot of funding. It's just a matter of who's mak-
ing the decision, who's got the flexibility to call for that.

But then we've got to go back in and say we need the flexibility
to run that accessor railroad like a business, and so what the
States might extract for spending what was formerly highway dol-
lars for a railroad would be some business concessions or conces-
sions on liability or concessions on overhead costs.

37-734 97-9
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So you're moving-running the business closer to the level of--
Mr. HORN. Let me ask a question going to the trust fund of both

Mr. Daly and Mr. Wilson, and that is: suppose it was arranged so
that the State could keep half the trust funds that it generates
within its State borders and have flexibility in using that? The
other half would go, as it does in a sense now, as partly an equal-
izer between the States that simply don't have the people but sure
have the miles and miles of interstate highway-the Wyoming's,
the Montana's of the world.

What would you think about a formula where the State could
spend the Federal trust funds on Federally-related projects, obvi-
ously, such as the interstate highway and transit, where appro-
priate, and you had that flexibility?

Mr. DALY. Well, you have right now, sir-under the existing
ISTEA authorization, the States have a 90 percent minimum where
they have to receive 90 percent of-at least 90 percent of the
money they contribute to the trust fund, so you do have a protec-
tion in there for States of the type that you mentioned.

And again, sir, I have to speak now as commissioner for the
State of New York Department of Transportation, not for AASHTO.

We believe that the funds from ISTEA should be based or should
be distributed on the same basis the Federal Government has al-
ways used-need. Where is the money needed and what is it need-
ed for?

To move away from that in one program, while in all other Fed-
eral programs you maintain that criterion of need, we think would
not be wise. Nor, sir, would we in New York, for example, think
that would be fair or equitable.

If you want to-for example, New York State, as I said during
my testimony, contributes more than $18 billion, more than it re-
ceives back from the Federal Government, much of that generated
down in that area supplied-I should say where public transit is
so necessary. Therefore, in that particular case, we're a donor
State.

Now, if Congress feels that the monies for ISTEA should be re-
turned to the States based on the number amounts of dollars that
go into-that State sends to the Federal trust fund, why then
shouldn't it be done across the board? If you do it here, then do it
across the board.

But we don't even ask for that. We say that need should, again,
be the basis for the distribution of funds in this program, as it is
the basis for distribution of Federal funds in all programs. That is
New York State's position. I want to make that clear. I'm not
speaking for AASHTO, sir, when I say that.

Mr. HoRN. Do you feel the needs analysis done is adequate, and
should there be any changes in it?

Mr. DALY. As far as-again, sir, we're talking the ISTEA overall,
not just transit.

Mr. HORN. I'm simply picking up on what you just said about you
want it based on need.

Mr. DALY. Yes, sir.
Mr. HORN. All right. Do you think the needs analysis currently

adopted is appropriate?
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Mr. DALY. We believe that the ISTEA formula, as it presently ex-
ists, is a good formula. We agree also that there should be some
changes to it. However, the formula, in general, has been good for
the entire country and should be pretty much maintained as is,
with, again, as I said before, possibly with some minor changes to
it.

Mr. HoRN. How would you meet the needs of so-called "donor
States" with vast populations and many transit needs?

Mr. DALY. Sir, we think that the ISTEA program, as it presently
is established, does that. Sir, if the pie is so big and you're going
to chop it up in different sizes now, then I would return a question
to you: how then can you meet the needs of those States that have
the problems of the older States, that the older States do, and par-
ticularly those states where you have high density of population,
where public transportation and mass transit are so important?

In New York State we have one-third of the ridership of the en-
tire Nation inside the State of New York, so we do have problems
that other less-densely-populated States have.

We think that the ISTEA formula-if there are some inequities,
then certainly we think you should look at them.

For example, I said before that 90 percent-you have a cap. A
90 percent minimum has been established for returning to those
States the monies that they put into the trust fund. Of those funds,
90 percent are returned. That's a minimum.

I guess what I'm saying, sir, is that the needs of the States-
again, you will have to assess the needs of the different States, and
that's what you will be doing in reauthorization. We, frankly, in
New York State-again, let me say that, sir-we feel that the for-
mula, as established on the whole, is a good one. There can be
some changes in the CMAC program, if you want to get into that,
and broaden that so more States can participate in that program.

There are others, too, that we could recommend to you, but I
won't take your time up today to do that.

Mr. HoRN. We'd welcome a letter for the record.
Mr. DALY. Congressman, I would be happy to do that for you.
Mr. HoRN. Good.
Mr. PETRI. Thank you.
Mr. Quinn?
Mr. QuINN. Thank you, Mr. Chairman.
To both gentlemen, I want to welcome you here. I appreciate the

time that you've taken from your busy schedules.
In the case of Commissioner Daly from New York, we've worked

with him, our office and the members on the committee.
I also, as a former local elected official, as many of the members

on the panel are, appreciate that whole flexibility question. Com-
missioner, you talked about that this morning in your testimony.
I had an advanced copy. I appreciate your submitting it for the
record.

I think whether we're talking about New York or New Jersey or
Idaho or Montana or any place across the country, those of us who
have served in local elected positions understand how that flexibil-
ity question becomes so important.

Mr. Wilson, you talked about the local match and the share, and
that most States nowadays and municipals aren't asking for a

I
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handout, that they're willing to help themselves. That's true. That's
the direction in which we should be headed, I believe.

Once the money is received, as scarce as funds are nowadays, I
think the flexibility question is key. I think both of you are correct
in raising it today before the committee as we hear testimony for
reauthorization, and I, for one, will be taking that message to the
rest of our colleagues who aren't here today-that when we reau-
thorize and as we consider re-funding these issues, that we allow
for that flexibility, whether it's individual States or even local, mu-
nicipal situations.

For example, I represent Buffalo, New York, the other end of the
State of New York, as I'm quick to point out when people ask me
what part of New York I'm from. But certainly the city of New
York has different concerns and needs than other places even with-
in New York State.

So I think the commissioner is exactly right that there are oppor-
tunities for us to maintain what we've a, but also some opportu-
nities to make some changes.

So, Mr. Chairman, my comments today are only to thank the
panel for being with us. I appreciate their input.

Mr. PETRI Thank you.
Mr. Bateman, any questions?
Mr. BATEMAN. No, Mr. Chairman.
Mr. PETRI. Any other questions?
[No response.]
Mr. PETRI. If not, gentlemen, thank you very much for your testi-

mony.
Mr. WILSON. Thank you.
Mr. PETRI. We appreciate your coming.
Mr. DALY. Thank you, Mr. Chairman.Mr. PETRI. The third panel consists of: Mr. Thomas J.

McCracken, Jr., Chairman of the Regional Transportation Author-
ity of Northeastern Illinois; Mr. Larry Zarian, chairman, Los Ange-
les County Metropolitan Transportation Authority; Marc Shaw,
general manager of the New York Metropolitan Transit Authority;
and Mr. Louis J. Gambaccini, general manager of the Southeastern
Pennsylvania Transportation Authority.

Gentlemen, welcome. Without objection, we'll proceed in the
order that is in the program. We'll begin with Mr. McCracken.

TESTIMONY OF THOMAS J. MCCRACKEN, JR., CHAIRMAN, RE-
GIONAL TRANSPORTATION AUTHORITY OF NORTHEASTERN
ILLINOIS; LARRY ZARIAN, CHAIRMAN, LOS ANGELES COUN-
TY METROPOLITAN TRANSPORTATION AUTHORITY; MARC
SHAW, GENERAL MANAGER, NEW YORK METROPOLITAN
TRANSIT AUTHORITY; AND LOUIS J. GAMBACCINI, GENERAL
MANAGER, SOUTHEASTERN PENNSYLVANIA TRANSPOR-
TATION AUTHORITY
Mr. MCCRACKEN. Good morning members of the committee.

Thank you for the opportunity for us to testify regarding the
ISTEA reauthorization.

My name is Thomas McCracken. I'm the chairman of the Re-
gional Transportation Authority of Northeastern Illinois.
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The RTA is the oversight authority for our three service boards,
the Chicago Transit Authority, Metro Commuter Lines, and Pace
Suburban Bus Division, We cover the sir-county Chicago region in
Illinois, and each business day provide over two million rides, day
in and day out.

As you prepare to rewrite the ISTEA, I'd like to make a couple
of observations about the interstate nature of transit.

I think too often the point is missed that, in fact, in many re-
gions of this country, interstate needs are met by the transit sys-
tems. New York, for example, serves multiple States. We in the
Chicago region serve Indiana and Wisconsin, as well as north-
eastern Illinois. Even here in Washington, WMATA serves Vir-
ginia, Maryland, and the District. There are other examples.

More importantly, though, than even that fact is the fact that
transit serves a vital part in our -,verall interstate transportation
system. I believe transit is a crucial component, a complement to
the highway system throughout the country.

For example, in our region we have the Kennedy/Dan Ryan Ex-
pressway, which is considered a corridor. On that system, we move
over 200,000 vehicles per day; however, we have two rail lines in
the medians, we have two metro commuter rail lines that parallel
the corridor, and between the transit of the Metro and CTA, we
serve over 200,000 riders per day.

If you put onto those roads more than twice their current use,
you would grind to a halt the interstate commerce in our region.

In fact, according to FTA estimates, our region's infrastructure
and service save some $1.1 billion in economic production annually
by reducing congestion.

In addition, as Mr. Wilson testified and as a study authorized by
the RTA demonstrated, transit is an excellent economic invest-
ment, an excellent economic development tool. In fact, we were able
to quantify its value not only to our region, but also to the entire
State of Illinois, even though we serve only the six-county area in
the northeast part of the State.

The transit needs are tremendous. We're an older system, as you
know. Just in order to maintain a state of good repair, according
to this study I referrd to, we would need billions of dollars over
the next 5, 10, or 20 years, and that's not going to go away. As a
matter of fact, that need, over time, we, of course, would expect to
grow.

Rehabilitated, the new transit, we are finding even in the Chi-
cago region, is a major impetus to development along those cor-
ridors.

We just reopened an entirely rehabilitated 100-year-old line,
which we expect to provide the impetus for major development in
what had been a run-down part of the city.

Downtown, of course, we have a high market share, 75 percent
in our downtown business area, which is still our prime employ-
ment area.

Of course, wo have other challenges in common with the rest of
the country, but the value of ISTEA, I submit, is the flexibility in
responding to those needs locally.

We believe that the transit capital investment is money well
spent, a very proper role for the Federal Government, given the
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fact of its interstate nature and the complimentary effect it has on
interstate highways, and we believe that the equitable treatment
of modes is a continuing need which ISTEA addresses, and we
would ask be addressed in any reauthorization.

In fact, we would ask you to consider preservation of the pro-
gram structure, including the transit program, itself; preservation
of rail modernization; funding and Federal match requirements
which are equitable and reflect this partnership.

I have also submitted written remarks which are with the com-
mittee.

Thank you.
Mr. PETRI. Thank you.
Mr. Zarian?
Mr. ZARIAN. Thank you. Mr. Chairman, distinguhed members

of the subcommittee, my name is Larry Zarian. On behalf of the
Los Angeles County Metropolitan Transportation Authority, I'm
here as the chairman of the MTA to show you our appreciation for
the opportunity not only to appear before you, but to also talk to
you about some of the testimony that we are going to give you
today about the importance of the reauthorization.

We have submitted my text to you earlier. I will make a few com-
ments to save time for us today, and I see you are running out of
time, Mr. Chairman, so to give an opportunity.

I applaud you for undertaking these hearings and providing lead-
ership in moving forward in legislation which will reauthorize
ISTEA.

There are numerous witnesses that are here before you today
that are going to talk about the same issue-the importance of
ISTEA.

ISTEA partnership has created recognition that a transportation
system and not a single individual mode of transportation is impor-
tant. It will take a network of transportation system-one that's
multi-modal and that will help this country, and one that does not
rely exclusively on a single mode of transportation.

In the southern California area, the Northridge earthquake of
1994 and its devastating impact on our automobile-oriented free-
way system was a sobering reminder as to how vital the basic inte-
grated transportation system is to our everyday life.

As the transportation agency for Los Angeles County, the MTA
has accepted the leadership challenge to plan and operate a com-
prehensive system that is safe, reliable, and cost-efficient.

Over 90 million residents call Los Angeles County home, based
on demographic forecasts prepared by the Southern California As-
sociation of Governments, and the population of southern Califor-
nia will increase approximately from 29 to 35 percent in the next
20 years.

If we don't do anyhing, if we don't change our mode of transpor-
tation, if we don't do anything to our infrastructure, Mr. Chairman,
without any improvements we find that by the year 2015, if the
population growth is correct, that our streets and highways are
going to be traveled--especially our freeways-at a clip of at 15
miles per hour instead of the present 35 miles, and our streets will
be traveled at a clip of about 15 miles per hour, amd that is not
acceptable.
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The goal of the MTA is to develop, over the next 20 years, an in-
tegrated metro system that includes rail transit, commuter rail, ex-
tensive bus and para-transit services, car pool and bus pool lanes,
and improved street, highway, freeway, and high-occupancy vehi-
cle.

In addition, as the region's largest provider of public transpor-
tation, the MTA will also coordinate for allocating Federal, State,
and local funds to 16 of the area's municipal transit operators col-
lectively. The MTA's municipal operators provide approximately
425 million passenger trips annually, and that's many trips-425
million passenger trips annually.

As an operator, the MTA is one of the largest public transit car-
riers in the United States. We provide over 250,000 miles of reve-
nue service daily. We have over 340 million boardings annually on
185 routes, with over 18,000 bus stops, We cover a service area of
1,442 square miles.

Additionally, we operate the expanded rail line network. In 1993
we opened the first 4.4 mile segment of the metro red line. And
then, of course, we continue to add more rail lines to our system.

As noted, the importance of ISTEA is quite important to south-
ern California. For example, projects built in all State and local
funds include the 22-mile metro blue line to Long Beach, which is
carrying over 43,000 passengers daily.

In 1995, we opened the metro green line, which runs mainly
down the center median, with a passenger carrying load of 14,000.

The MTA has identified our long-range transport plan, with con-
tinued Federal partnership, which will make $72 billion investment
in transportation for Los Angeles County.

We want to maintain programs such as the daily operation of
2,800 buses; 94-mile metro rail system complete and operating; 280
miles of new car pool lanes; the Alameda Corridor project and other
port access projects; numerous automated traffic surveyance and
control traffic system management; numerous highway, street, and
road projects; and numerous transit center projects.

The economic impact of the transportation investment will en-
able the southern California region to remain competitive in today's
global economy. In one day of metro rail construction, alone, the
MTA invests approximately $3 million in the economy, mostly in
the southern California region, with the remainder spent for goods
and services from throughout the Nation. Of this investment, ap-
proximately $650,000 goes to DBEWE firms.

In 1995, the MTA created over 15,000 jobs throughout the Metro
area construction, and over 100,000 jobs will be created during the
next 6 years.

In closing, Mr. Chairman, I look forward to lively debate as the
reauthorization of ISTEA continues through the process. We will
continue to strive for the continuation of important ISTEA pro-
grams such as retaining section three new start rail modernization
and bus funding categories, retain section nine capital operating
grant formula program, maintain current 80/20 capital match re-
quirement for section three and nine programs, retain local deci-
sion-makin with surface transportation program, retain decision-
making with the congestion and air quality, and work with Con-
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gress with our transportation peers to identify Federal policies
which strive for innovative management techniques.

For example, the MTA Board has adopted a position to repeal an
outdated transit provision known as "13-C."

I trust my comments have demonstrated the need and the impor-
tance to the members of this panel of this committee how impor-
tant ISTEA is and how important it is that we reauthorize and we
encourage you to reauthorize and we will work with you.

Thank you very much, Mr. Chairman.
Mr. PETRI. Thank you.
Mr. Shaw?
Mr. SHAW. Mr. Chairman, my name is Marc Shaw. I'm the exec-

utive director of the New York State metropolitan Transportation
Authority. I'm very pleased to be here to share with you some of
our thoughts as we begin to discuss next year's reauthorization of
ISTEA.

Let me start by saying that we consider ISTEA to be landmark
legislation that has thoughtfully focused our national transpor-
tation policy on moving people instead of simply moving vehicles.
That philosophy clearly confirmed the Federal commitment to tran-
sit, acknowledging our industry's critical role in the national trans-
portation.system, and it clearly fulfilled the promise of turning over
more decision-making about regional transportation authorities to
the local level, while emphasizing multi-modal solutions.

These underlying principles should be preserved as we move for-
ward.

Beyond these principles, however, are a number of basic ele-
ments of ISTEA's transit program that we believe also should be
maintained, such as: the current categorical funding structure of
ISTEA's transit title, the current funding structure and ratios be-
tween formula and discretionary programs and among the discre-
tionary transit programs, the current 80/20 Federal/local match,
the preservation and enhancement of the mass transit account of
the highway trust fund, and the continuation of a general fund
commitment to the transit program, in particular to address sig-
nificant Federal mandates such as ADA.How then should ISTEA be changed to make it even better? Let
me offer some modest suggestions on some elements of the act that
have an impact on transit.

ISTEA encouraged rational and cost-effective transit system ex-
pansions through the new starts funding category. The MTA's own
63rd Street connector project linking Queens and Manhattan,
deemed by the FTA as one of the most cost-effective new start
projects in the Nation, was funded from the new start category
with matching monies from State and local sources.

When the connector opens for business in 2001, 15 more trains
an hour will go into service between Queens and Manhattan, sig-
nificantly expanding system capacity and relieving over-crowding
for over 250,000 daily subway riders on the E&F trains, the most
crowded subway line in the country.

We hope to build on this success, but to do so will require the
continuation of new start funding in the next reauthorization.

Governor Pataki has recently outlined a bold plan for expanding
and better integrating our regional rail system in New York. His
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master links plan calls for the Long Island railroad service to
Grand Central terminal on the east side of Manhattan. It will deal
with both existing demand and forecasted growth.

To accomplish this goal, we will maximize the Federal invest-
ments already made in the 63rd Street project by taking the next
logical step-connecting the existing lower level of the 63rd Street
tunnel to Grand Central in the. west, and the Long Island railroad
tracks in Queens on the east. The lower level of the tunnel was de-
signed and built with just such a project in mind.

The MTA continues to have significant need for rail mod funding.
In our effort to reach a state of good repair, we've invested over $22
billion in our transit and commuter rail systems since 1982. We es-
timate that at least another $40 billion will be required over the
next 20 years simply to bring our system into a state of good repair
while we maintain the existing infrastructure.

The continued rail modernization category that specifically re-
flects the special needs of older transit systems is, therefore, criti-
cal.

The section nine formula program, the cornerstone of the Federal
transit program, could be modified to enhance its efficiency and re-
duce administrative burdens in order to help us stretch scarce Fed-
eral dollars.

For example, since operating expenditures use outlay authority
in the first year 5 to 10 times faster than do capital expenditures,
we suggest encouraging transit operators to take all or a portion
of their operating assistance and capital dollars by providing a
mechanism for systems to make a voluntary two-for-one trade-in
that would be administered by each urban area.

Such an incentive program would actually reduce Federal out-
lays, encourage transit operations to become more self-sufficient,
and provide an incentive for State and local governments to in-
crease their financial support for transit operations, while not pe-
nalizing properties that rely on current levels of operating assist-
ance.

Other minor modifications to the program to make it more effi-
cient are included in my written remarks.

No discussion of ISTEA funding would be complete without com-
menting on the benefits of flexible funding as provided for in the
act. Since 1991, the MTA has received $354 million in flexible
funding-money that previously would have been earmarked by
transportation mode rather than they transportation need. With
that money, the MTA has funded improvements at over 75 sta-
tions, adding parking facilities, our commuter rail network, and
strategically expanding our network.

I'll just finish my remarks by saying that as the Nation continues
to face the challenges of the 21st century, we think the reauthor-
ization of ISTEA and the monies associated with it is extremely im-
portant to our economic future in the New York area.

Mr. PETRI. Thank you for your statement.
Mr. Gambaccini?
Mr. GAMBACCINI. Thank you very much, Mr. Chairman, members

of the committee. I am very pleased to have the opportunity to tes-
tify here.
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SEPTA, the Southeastern Pennsylvania Transportation Author-
ity, is either the fourth or fifth largest transit system in the coun-
try, depending on what measure is used. We enjoy across-the-board
strong bipartisan support in our Congressional delegation, and that
is because of the knowledge of our delegation that we are vital to
the functioning of the Philadelphia region.

We have a tradition of usage of public transit that is among the
highest in the country. We have an extensive system. We have sig..
nificant State financial support. Of the households of Philadelphia,
38 percent have no automobile, so they are totally dependent for
all of their purposes-journey to work, as well as quality of life-
on access to our public transit system.

The economic health of metropolitan areas across the country,
and particularly Philadelphia, is totally dependent on a vibrant,
healthy public transit system. On the order of 50 percent of all the
people who work in Center City Philadelphia get there by public
transit, and while the city represents 35 percent of the population
of the State, we generate on the order of 40 percent of the tax reve-
nues, and our system carries some 75 percent of all the transit rid-
ers in the State.

Various studies have shown the return on investment, particu-
larly capital investment, in transit varies between $3 and $9 per
$1 invested. We had a study that showed the $9 figure, and the
Steering Committee included the president of our Federal Reserve
bank, who said he thought the figures were actually under-stated.

Without transit, we would seriously deprive a good proportion of
our public to even the basic minimal right of mobility. We would
dramatically worsen the condition of congestion on highways, the
ever-spiraling cost to provide that relief through increased capacity
of highways.

The ISTEA bill struck some elegant themes. I don't quite agree
with some of the preceding speakers that ISTEA has been over-
whelmingly successful. I think the elegant themes, however,
produce a landmark bill and some objectives that should be built
upon. I think the promise was greater than the reality, and that
is not to minimize the importance of the progress under ISTEA.

I think it continues to offer a great deal of promise, but one can't
improve on such elegant themes as intermodalism, efficiency-both
of which are in the name of the bill--environmental concerns, in-
creasing local determination of priorities, flex funding, flexibility,
the broadened base of participation in the process, a level playing
field. And yet, as I say with some qualification, there are institu-
tional barriers that have impeded the full implementation and all
of the promise of the bill.

For one thing, in our case we have an MPO that dramatically
under-represents the city as a participant in decision-making about
priorities. Only one of 18 members of the Commission represents
the city, which indeed represents some 40 percent of the regional
population.

Our State still has a prohibition on the use of gasoline taxes for
other than highway purpose. The Federal Government set a prece-
dent some 13 years ago to permit more flexible use of gas taxes for
mobility needs, including transit, and I submit that that's an area
that needs some attention.
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The machinery for decision-making continues to be overwhelm-
ingly in the direction of highways.

Let me say my remarks should not be construed as negative to-
ward highways. I, in fact, had the position that Frank Wilson now
has as commissioner of transportation in New Jersey. I understand
the extreme needs of highway funding, particularly for repair and
rehabilitation. Nevertheless, the level playing field goal of ISTEA
has not been realized. An example, this year highways will be
given 95 percent of their authorization under the ISTEA bill, and
transit only 58 percent.

In 1981, for each $1 transit got, highways was getting $2. Today,
for each $1 transit gets, highways is getting $5. That is not to min-
imize the extreme need to repair bridges and highways, but it is
to say that we must find a way to truly level the playing field.

Thirteen years ago the Federal Government divested itself of
Conrail, and in the course of which, having sold it, realized $2 bil-
lion of return to the Federal Government. In the case of SEPTA,
alone, more than $2 billion of needed rehabilitation work were off-
loaded to the region. We have not been able to complete that reha-
bilitation.

Members of your committee inspected our system recently, and
I think were impressed with progress we've made, but also very im-
pressed with how much further we have to go.

Finally, let me just sa that I think it's important, as we think
about a level playing fieid, to think about what the national goals
should be to curb the run-away rate of growth of VMT single-occu-
pant vehicle use, and the ever-increasing dependency on imported
oil.

Again, we must strike a balance, and the best protection of the
continued efficient use of highways is that there be some safety
valve in the form of public transportation to serve those who can-
not access the highway system and to deliver a number of other na-
tional goals.

Thank you, Mr. Chairman.
Mr. PETRI. Thank you. Thank you all for your abbreviated state-

ments.
Mr. Rahall, questions?
Mr. RAHALL. Thank you, Mr. Chairman.
Gentlemen, you may have heard my earlier question both to Ad-

ministrator Linton and the previous panel about whether they be-
lieve the rail modernization formulas need to be revised, taking
into account newer systems. Do any of you wish to comment on
that same question?

Mr. GAMBACCINI. I'll comment. I think much more important
than the change in the formula is permitting a greater percentage
of authorization to be spent.

I have supported, for most of the 35 years I have been in the
transit business, making Federal funding accessible to new starts,
but I think it's important that we remember that in the origins of
the program, that the cities that were in such extreme deteriora-
tion should be permitted to complete the rehabilitation of the basic
systems.

During the recent storm of the century, we were the only thing
operating for several days, our rail routes-subway, light rail, and
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commuter rail. Those systems are still tragically in deteriorated
shape.

We've made progress to a limited extent, but we have conditions
that have been characterized as among the worst in the world, in-
cluding compared to eastern Europe. We've got to address that on
an aggressive basis.

Mr. MCCRACKEN. We have the same concern, sir. We also have
an old system, as you know, and are very concerned about a change
in the formula.

As a matter of fact, not that it's directly related to that issue, but
just recently the CTA had to put off plans to rehabilitate another
line-was unable to put all the capital together. Not that that's di-
rectly a rail mod issue, but we consider it vitally important both
in the city and the suburbs, where our commuter lines are also old
and in need of good solid work on their infrastructure.

Mr. ZARIAN. Our system is rather new. I can't comment, as my
colleagues have done here, and hopefully the formula will be such
that will allow us to improve our system as we go on.

As I said, our system is rather new. We don't have the problems
that some of these other systems have.

Mr. SHAW. I would just reiterate the comments made earlier by
my colleagues that the older systems do have special needs. Here
in New York we spent $22 billion since 1982. We have another $40
billion to go just to meet the state of good repair. It's an enormous
amount of money.

We're raising most of it at the State and local level, but we think
we need the Federal commitment to keep that going.

Mr. PETRI. Mr. Horn, any questions?
Mr. HoRN. Thank you, Mr. Chairman.
I've listened with great interest to this panel. You all have tre-

mendous responsibilities for the urban regions in which you oper-
ate.

I wonder, Mr. Zarian, let me ask you this question since you're
surrounded by regional authorities at this table, the MTA-Metro-
politan Transportation Authority of Los Angeles County-is just
that, a county, yet it's the center pin of southern California. Do you
see, with the reauthorization of ISTEA, a different form of govern-
ance that will be more regional throughout San Bernadino, River-
side, Ventura, and Orange Counties that surround Los Angeles
County? What do you see is in store?

Mr. ZARIAN. Yes. I see the connectability, the importance of de-
pendence on each other. I see that connecting our rail to the other
counties in Los Angeles will give the commuters an opportunity to
travel from one end of the county to the other, and the importance
is such that I see the future is such that we need to work together
in order to bring all of us under this one system.

Obviously, if we don't improve and we don't finish what we have
in southern California, we're not going to be able to commute from
one end of the county to the other. That's how important that is.

Mr. HoRN. Do you do this now with sort of bilateral agreements,
or how do you solve that inter-connection problem right now?

Mr. ZARIAN. Well, it is done bilaterally.
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Mr. HORN. As L.A.'s MTA performs a lot of functions within
southern California, what will ISTEA reauthorized permit you to
do that you haven't done?

Mr. ZARIAN. That is a very good question. The Metro rail gets
plenty of attention. The MTA is involved in all surface transpor-
tation policy and funding decisions for Los Angeles County, from
the call box programs to the Metro freeway patrol service to operat-
ing the bus and rail network.

The MTA, with ISTEA's help, can and has tremendous impact on
the life of people that work and live in southern California.

Of course, we need to continue ISTEA and we need the reauthor-
ization to continue these programs that are so vital to the health
and the future of southern California.

Mr. HORN. Is there any part of the current ISTEA that you feel
lacks the flexibility you need to provide transportation for a very
large population of roughly 10 million citizens?

Mr. ZARIAN. We need greater flexibility, obviously. We need to
make sure that when we get our funds from ISTEA that we're able
to spend the monies where needed, rather than have our hands
tied in the programs that are mandated by the Federal Govern-
ment.

Mr. HORN. Well, specifically, what do you target as binding your
flexibility from doing the job that we expect regional authorities to
be doing?

Mr. ZARLAN. Well, because we have a lot of new rail starts,, our
funding is properly targeted. It is important to note that as we go
on we need to have more flexibility.

Mr. HORN. Well, I haven't quite heard the problem of inflexibil-
ity. That's what I pressed the commissioner from New York about.
Now I'm pressing you about it. What's inflexible in the current law
that we ought to target to change things? I mean, is there some-
thing there that's bothering all of you or what? Or were we so
smart and perceptive years ago that this is a law which has no
problems, let's just extend the deadline?

Mr. ZARLAN. Congressman, I think the reauthorization will allow
us to expand our rail system. I don't see too many flaws now. I
would encourage that we continue what we have.

Mr. HORN. Well, I'm delighted to hear happy, satisfied clients
and customers. Thank you.

Mr. PETRI. Mr. Sawyer?
Mr. SAWYER. Mr. Chaman, I don't have specific questions. I'd

like to thank the panel for their testimony and would join with my
colleague from southern California in urging them to, as specific
changes that might be useful occur to them, that they forward
them to the committee. It is an area of shared concern in many dif-
ferent settings across the country.

Thank you, Mr. Chairman.
Mr. MCCRACKEN. Mr. Chairman, yes, we look forward to that op-

portunity, and we'll keep our staffs in touch on the particulars.
Mr. PETRI. Great. Thank you. We thank you all for your testi-

mony today.
Mr. PETRl. Now we'd like to welcome the fourth panel of the

morning. We're very pleased that we are joined by: Mr. James
LaSala, who is the international president of the Amalgamated
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Transit Union; and Mr. Edward Wytkind, executive director of the
Transportation Trades Department of the AFL-CIO.

Mr. LaSala, would you like to begin?
TESTIMONY OF CHRISTOPHER TULLY, ASSOCIATE COUNSEL,

AMALGAMATED TRANSIT UNION; AND EDWARD WYTKIND,
EXECUTIVE DIRECTOR, TRANSPORTATION TRADES DEPART-
MENT, AFL-CIO
Mr. TULLY. Actually, my name is Christopher Tully. I'm associate

counsel for the ATU. I'm appearing on behalf of Mr. LaSala this
morning.

Mr. PETRI. All right. Very good. Then Mr. Wytkind?
Mr. WYTKIND. How are you? Good to see you. Mr. Rahall, always

nice to see you.
I've got a prepared testimony which I've already submitted. I've

also brought with me a few policy resolutions that our organization
has adopted in the last few months that deal with some specific
ISTEA concerns, which are embodied in my statement. I would ask
if I could submit those now. The committee hasn't received them
yet until now.

Mr. PETRI. Yes. You certainly may. They will be made a part of
the record, and we appreciate your bringing them.

Mr. WYTKIND. Thank you.
I want to first commend the subcommittee for the series of hear-

ings that you've been holding. I know ISTEA is very critical to this
committee, and it certainly is very critical to the labor movement
in the transportation industry.

We believe ISTEA, despite some comments made, isn't perfect,
maybe not perfect, but it is an extremely successful landmark piece
of legislation passed 5 years ago which we believe, as Mr. Rahall
said earlier, we should stay the course. It has created good jobs, it
has inspired tremendous economic development, it has promoted
rational local decision-making, and it has enhanced a lot of trans-
portation choice issues at the local level.

We hope that the Congress can build on those successes and re-
tain the objectives that were embodied in ISTEA when a bipartisan
Congress enacted this legislation several years ago.

The future of the Federal transit program, which is the core of
this hearing and which lies at the core if ISTEA's success, is a
major concern of transportation labor. This program's long-term vi-
ability will depend upon a continued commitment by Congress. Re-
cent cuts imposed on mass transit, which contradict ISTEA's pledge
to expand America's transit needs, are resulting in service reduc-
tions, fare hikes, deferred capital investments, and a number of
lost jobs.

Simply put, I hope the subcommittee will not only help reverse
it, but will fight to make sure that the downward spiral in transit
investments are put to a stop, because it is crushing transit sys-
teins across the country.

The role of unions in the planning process is vital to us. Under
current law, a wide range of interests, including unions, are per-
mitted to receive, review, and comment on long-range plans devel-
oped by MPOs. Workers and their unions help to ensure that em-
ployee issues are not merely cast aside when core planning deci-
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sions are made. For this reason, a hands-on role of local union
leaders should be reaffirmed and, in fact, strengthened in ISTEA,
to the extent possible.

We look forward to working with you to accomplish that goal.
Another key policy concern involves Federal labor protections

and standards. While ISTEA granted States and localities added
flexibility in administering transportation programs, a policy which
we supported, it did so without jeopardizing Federal labor stand-
ards and worker protections. Laws like section 13-C of the Federal
Transit Act and the Davis Bacon Act have been instrumental in al-
lowing workers to earn a living wage. If these protections are elimi-
nated or weakened, as some unfortunately have called for in the
name of reform, or if some try to waive their application in certain
instances, as some also have called for that, workers' rights, jobs,
and wages will suffer.

While the Clinton Administration and a bipartisan majority in
the Congress have been very supportive of these worker safe-
guards, some in Congress continue to call for their repeal. If at-
tempts are made by some to use ISTEA to advance this anti-work-
er agenda, this committee should rest assured that transportation
labor will once again vigorously defend our members' rights.

Transportation safety is also of paramount concern to us. Since
deregulation of the 1970s, workers employed in every transport sec-
tor have seen the erosion of safety standards. During this era of
reduced Government oversight, the health and safety of workers
and the general public has clearly suffered.

Last year, as part of the NHS legislation, Congress adopted a
program that exempted up to two million trucks from some safety-
related requirements. Without getting into debate about that provi-
sion, we are concerned about using ISTEA as a vehicle to again ad-
vance measures that world. weaken safety standards.

There are a lot of safety concerns in this country, and we would
hope that Congress would reject any further weakening of safety
provisions as ISTEA is reauthorized.

On the issue of privatization, we also have some very strong
views. The longstanding role of the private sector is very well-
known. I want to emphasize that decisions relating to the level of
private involvement and the delivery of mass transit is better suit-
ed to the local level.

In. ISTEA, Congress recognized the wisdom of that policy and
made it clear that Federal purse strings should not be used to co-
erce local authorities into privatization decisions that they may not
want.

This subcommittee hopefully will reject such policies and any ef-
forts to turn the clock back on initiatives that were adopted over
the last couple of years that rescinded 1980s transit privatization
rules, which place undue pressure on local transit grant recipients
to pursue privatization at any and all cost. I think it distracted
from the attention of providing vital transit, and it took away from
the ability of local planners to make decisions that are best suited
to their communities on the issue of private versus public.

We believe, again, ISTEA's been a major success. It has rep-
resented a historic shift in transportation policy. Thousands of com-
munities and their workers have benefitted greatly, but we believe



262

there are many pitfalls, which I hope that this committee will work
with us to avoid, some of which we've raised in our statement.

We look forward to working with you and Mr. Rahall and other
members of the ommittee to bring an ISTEA legislative process to
a conclusion next year that brings the Nation's surface transpor-
tation needs to the forefront, but at the same time does not harm
the interests and rights of transportation workers or turn the clock
back on decades of critical transportation investments.

Thanks.
Mr. PETRI. Thank you. We look forward to working with you, as

well.
Mr. Tully?
Mr. TULLY. Good morning, Mr. Chairman and members of the

committee.
I'd like to thank you, on behalf of our international President

LaSala and the ATU, generally, for the opportunity to appear here
before this hearing.

Back in 1991, when Congress enacted ISTEA, it took a revolu-
tionary step in how it dealt with providing transportation and Fed-
eral support for transportation.

First of all, it created a dedicated funding source for transpor-
tation through the mass transit account, and, moreover, it put the
responsibility for deciding how that money was to be used by local
governments into the hands of the localities, themselves.

That sort of local flexibility allows the people who are responsible
for providing the transportation services and the users of those
transportation services to make the decisions that they need to in
order to maximize the productivity of those services.

We look forward to working with this committee and with all of
you in trying to make sure that that idea is not lost, that the gains
that have been made since 1991 are not turned back.

We also look forward to-in our testimony we have submitted
resolutions passed by the ATU at its international convention, as
well as some Transportation Trades Department resolutions, about
our commitment to work with you to improve efforts to maximize
funding under ISTEA, to maintain and improve safety standards,
to retain local flexibility in transportation planning and decision-
making.

The informed decision-making that is a central part of ISTEA re-
quires a broad range of groups that are affected by it-not only the
local governments, themselves, but the business communities, the
labor organizations involved; organizations which benefit the elder-
ly, the disabled, and environmental groups, and other community
groups. All these groups have a say now in what happens with
transportation planning because of the creation of metropolitan
planning organizations under ISTEA.

We want to work with you again to strengthen the role of MPOs
in reauthorization, and to make sure that each of those groups, in-
cluding labor, has a strong representational role in deciding how
these decisions are made.

As a central point, we have basically nine principles that we
would like to see this committee apply as it deals with reauthoriza-
tion over the next 2 years.

I
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First, as I mentioned earlier, the gains of ISTEA should be built
upon, rather than broken down as some might have the committee
do.

Second, the MPO concept should be strengthened, and, again, the
representational role should be strengthened for affected groups,
including labor organizations.

Third, ways should be found to increase funding for transit, as
well as its companion modes of transportation-rail, AMTRAK, and
highways under ISTEA-through the use of innovative funding re-
sources.

One example might be recent efforts to roll back the gas tax of
$0.043. While now that money is used for deficit reduction, one way
of seeking to make sure that financial needs are met for transit
and other transportation programs would be to apply that tax to
transit rather than deficit reduction.

Fourth, that existing labor protections, such as 13-C and Davis-
Bacon, are retained throughout the reauthorization process. There
have been those who have sought to weaken those protections over
the last several years, but these are protections that have made
sure that the employees do not lose their rights to collectively bar-
gain and to represent themselves when Federal money is used.

It's merely an empowerment thing for employees' collective bar-
gaining rights that the Congress strongly supported in the last ses-
sion. We believe that they should not be weakened through reau-
thorization.

Fifth, because localities should be held accountable for the Fed-
eral transit money that they receive, the concept of block granting
transportation funds shouldbe rejected by the committee. Rather,
there should be some element of Federal accountability for these
funds, working with the local authorities and the MPOs that re-
ceive them.

Sixth, operating assistance for transit should be increased. Re-
cent cuts have endangered several systems, and the greater fund-
ing that can be provided for these systems, the more we can ensure
that they serve their constituencies.

Seventh, Federal efforts to mandate privatization should be re-
jected in favor of local and State decision-making.

Eighth, reauthorized ISTEA should continue to provide support
for labor and management cooperation programs which have im-
proved the efficiency of the Nation's transit systems.

Ninth, full funding should be provided through ISTEA to meet
Federal mandates such as drug and alcohol testing requirements
and transit's responsibilities regarding the Americans with Disabil-
ities Act.

Finally, I'd like to say in closing that we recognize the impor-
tance of this legislation and the importance of seeing that it's reau-
thorized, and we look forward to working with you, Mr. Chairman,
and the other members of the committee, to see that it's reauthor-
ized in the best interest of the Nation as a whole.

Thank you.
Mr. PETRI. Thank you.
Mr. Rahall, do you have any questions?
Mr. RAHALL. Thank you, Mr. Chairman.
Thank you, gentlemen, for your testimony.
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Earlier you heard me ask previous witnesses about the section
13-C program, the transit labor protection division. There have
been some reforms undertaken by the Administration, not that I
have called or foresee any need for legislative action directing such,
but I'd just like to ask both of you how this process is working
down at the Administration, how you view the reforms that have
been undertaken by the Labor Department in regard to 13-C.

Mr. TULLY. Well with regard to whether they've accomplished
what they were intended to, primarily the major objection to sec-
tion 13-C is that it was holding up transit monies. Transit authori-
ties ostensibly had to wait several months to years to receive~tran-
sit funding.

The reforms that went into effect at the beginning of this year
have now significantly accelerated that process. They have cut
down the amount of time it takes for the Department of Labor to
certify a transit grant, as consisted nt with seviowi 13-C, to 60 days,
and any outstanding disputes that may remain afttr that 60-day
certification period will be resolved within another 60 days.

The reports that we have received from the Department of Labor,
from our affected local unions and transit properties, has been ex-
cellent. Grants have gone through, transit authorities have re-
ceived their money, and, most importantly, the collective bargain-
ing rights of the members involved have been retained. That's the
key to section 13-C.

Further reforms we don't believe are necessary at all at this
time. Section 13-C is doing what it's supposed to do, and it's doing
it fairly efficiently now.

Mr. WYTKIND. If I could supplement that, before the reforms
were undertaken by the Labor Department, one thing that the
record should show, and it's clear, is that about nine out of ten
grants before the reforms went through we getting through in
about 90 days. That's a fact.

So what we were debating about was a very small piece of the
pie when 13-C debate occurred last year in the appropriations bill.

The reforms that have been instituted show that at least the pre-
liminary empirical data shows that the grants are going through
quickly, and what we're really debating about now is collective bar-
gaining. It's no longer just about process. Process has been fixed.
We gave at the office, and we're done giving. We don't believe any
reforms are needed any more.'The Labor Department has spoken
pretty clearly about that issue.

Mr. RAHALL. Thank you. I think that pretty well sums it up.
Let me ask you, Ed, about a statement you made on the issue

of private enterprise participation.
In my opening remarks I mentioned how, in 1964, the Federal

Government basically bailed out many private sector transit pro-
viders. I mean, they came here, they lobbied for this relief, they got
it, they wanted to be turned into public entities, they got it.

So today is there some degree of, I guess, irony that you see
when we hear the opposite from some of these private sector enti-
ties when they come up here and testify?

Mr. WYTKIND. Yes. I would agree that there is great irony. I
think a lot of industries in this country aren't very good at under-
standing history. You are right. In 1964 it was a bail-out. The pri-
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vate sector has always had a role in the transportation industry.
We recognize that. But what happened during the 1980s is they
took it the next step, which said that they were trying to place con-
ditions from Washington on local authorities in terms of their deci-
sions on public versus private.

What we're saying is the current rules are very neutral. They say
private sector participation is acceptable if a local authority deter-
mines that it's in the best interest of their transit system, but to
place conditions upon local authorities to just privatize because
somebody has some ideologically-driven zeal to say that privatiza-
tion cures all of our Nation's ills I think is bad policy, and it ig-
nores the fact that there are a lot of horror stories out there.

You hear about privatization as a cure-all, but there are a lot of
cases. I know that the ATU has documented-in independent re-
search ii; shows a lot of bad cases in a number of cities where pri-
vatization didn't fulfill its promise at all.

Mr. TULLY. If I may supplement that, one of the key consider-
ations, as well as the fact that when we refer to public transpor-
tation, the idea, at least as we have conceived it, is to serve the
public generally, and one of the horror stories we've seen out of pri-
vatization is that there is a tendency for private operators to cherry
pick routes-which routes will be the most profitable, which will
give them the least amount of difficulty.

As a result, you leave people sort of out on the vine without any
hope of receiving transit service unless someone can provide it.

The public entities that provide it now, they don't provide it as
a profit-making business. This, for them, is a means of trying to
provide transportation for people who don't have an alternative
means of it, and therefore the-and any sorts of decisions aboutIprivatization we believe should be made at the State and local
Level, because these are the people who have the best read on what
the needs are of their communities and, quite frankly, what the
risks are that people are going to get left behind.

We don't believe-the Federal Government has a role to play, but
it is not this role. It is not the role of mandating; it's turning that
role over to the States and localities.

Mr. RAHALL. Thank you.
Mr. PETRI. Mr. Horn?
Mr. HoRN. No questions.
Mr. PETRI. All right. So your feeling on privatization would be

that there should be no mandates? And would you agree there
should be no barriers to that, either, at the Federal level, or should
we have a fair playing field, but with a tilt in favor of public owner-
ship?

Mr. TULLY. I'm sorry. I didn't hear the whole question. I'm-
Mr. PETRl. I just was asking, picking up on your last comment

on privatization and arguing, I think, you felt that that was a deci-
sion that should be left to local operators-

Mr. TULLY. Yes. We believe-
Mr. PETRi.-or the communities that are being serv".i., and I just

wanted to say then, was it your position, so far as the Federal Gov-
ernment is concerned, that there should be no barriers to the deci-
sion at the local level to privatize, should they choose to do so, or
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should there be some reasonable tilt in favor of public ownership,
in your view?

Mr. TULLY. Well, we believe that-our opposition is to mandates,
Federal mandates to privatize such as existed during the Reagan-
Bush Administration.

We believe that the Federal Government should leave the local
governments and State governments to do as they will, to either
provide it publicly or privatize it within certain restrictions--of
course, things like section 13-C, Davis-Bacon, certain environ-
mental restrictions, things like that. But the decision to privatize
should be a more localized one. We don't believe it should be a Fed-
eral role.

Mr. PETRI. Thank you. Thank you both for coming. We look for-
ward to working with you as this process goes-

Mr. WYTKIND. If I may, I want to just address the one question
you asked, and that is, in a hearing on markup on a different issue,
but it was a different mode of transportation, the chairman of the
full committee said he pursued this airport privatization idea with
great skepticism, I believe were the words he used.

I think that he brings that prudent view on that issue to the
table, and it should also be applied in the transit industry. It is not
going the solve the transit industry's financial problems. The tran-
sit industry's problems are nut going to be solved by the private
sector.

Do they have a role to play? Absolutely. But I think that needs
to be noted. I think there are some in Congress who believe privat-
ization at the local level is always going to solve all the problems
that people have in the transportation industry, and it just hasn't
proven to be that case.

Mr. PETRI. This is interesting. This movement is not restricted
to the United States or even primarily, I guess, generated here. It's
something that maybe came out of Thatcherite England, but is cer-
tainly now worldwide, and so we can learn by looking at-seeing
what actually happens, I guess, in other societies as they get expe-
rience, recognizing that there is no sort of one-on-one translation.
Each situation's a little different.

We're pretty pragmatic in this country, so we want to do what
works as best we can, and we look forward to working with you to
do that.

Mr. TULLY. Thank you.
Mr. WYrKIND. We appreciate having this opportunity.
Mr. PETRI. The next panel is the fifth one of the day, and it is -

made up of: Ms. Valerie Manning, the president and chief executive
officer of the Phoenix Chamber of Commerce; Mr. Al Kerth, the ex-
ecutive secretary, St. Louis Civic Progress, Inc.; and Mr. Anton
Nelessen of Anton Nelessen Associates.

We welcome you and look forward to your testimony.
Ms. Manning, would you like to-
Mr. KERTH. Actually, Mr. Chairman, if it's all right with you I

will kick things off this morning.
Mr. PETRI. Sure. All right.



267

TESTIMONY OF VALERIE MANNING, PRESIDENT AND CEO,
PHOENIX CHAMBER OF COMMERCE; AL KERTH, EXECUTIVE
SECRETARY, ST. LOUIS CIVIC PROGRESS, INC.; AND ANTON
NELESSEN, PRESIDENT, NELESSEN ASSOCIATES, PRINCE-
TON, NJ
Mr. KERTH. My name is Al Kerth, and I am the executive sec-

retary of Civic Progress, which is a group of 27 St. Louis-based
companies, including Anheuser Busch, Emerson Electric, McDon-
nell-Douglas, Monsanto, Ralston Purina, TWA, and others.

Recently, Civic Progress endorsed the liveable communities cam-
paign, which is a national coalition of business and civic leaders
dedicated to sound community planning and effective transpor-
tation policies.

We are now very pleased to be working with the new starts
working group, represented here today, and we have a map that
shows the communities across the United States that are part of
this new starts working group.

I am not a transportation executive. I am not engaged in the
business of transportation, but as a representative of the St. Louis
business community I feel very strongly that it makes great sense
to reauthorize ISTEA because it's working and it's a tool to give
people something they want.

In 1982, the chief executive officers of St. Louis-based companies
that make up Civic Progress got behind the idea for St. Louis' light
rail system. This was a bold move for these CEOs, because the pop-
ular wisdom of the day was that this is a system that wasn't going
anywhere, that nobody would ride it, it was a huge boondoggle.

It took 11 years to get the system open, but from day one it blew
the skeptics away. The initial projections were that 13,000 people
a day would ride the St. Louis light rail system. In fact, it started
off with 20,000 people a day riding the system, and over the last
3 years that number has grown to 40,000.

In 1994, we had to go back to the voters in St. Louis City and
St. Louis County to ask for additional local funding for both the op-
eration and expansion of our light rail system. That proposition
won by a two-to-one majority in every one of the 28 wards in the
city of St. Louis, in every one of the 20 townships in St. Louis
County, and in all three of our Congressional Districts.

The next year we went to the voters in St. Claire County, Illi-
nois, to ask them to approve a proposition to expand the system 20
miles to the east. Again, it won by a two-to-one majority.

This August we will go to the voters in St. Charles County, Mis-
souri, the third Missouri county to be faced with an election for the
light rail system, and already the polls are showing again a two-
to-one majority in favor of it.

I offer you this example as a measure of success of what light
rail can do. In St. Louis, over the last 3 years, we have opened two
new facilities downtown--one a 20,000-seat arena, home of the St.
Louis Blues hockey team; the other a 65,000-seat indoor football
stadium, home of the St. Louis Rams professional football team.
We built both of these facilities without adding new parking struc-
tures or new parking facilities downtown.
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Again, people though we were nuts, but light rail and bus have
proven to be the transportation mode of choice for at least a third
of the people attending games in these facilities. It is working.

We are now in the St. Louis region engaged in a massive plan-
ning effort across all 12 counties that make up the St. Louis region
to determine priorities for the 21st century. The number one ques-
tion in each of our counties is: when do we get rail service here?

I also would note that over the last 2 years we've had delegations
for more than 25 communities around the United States visit us in
St. Louis to see what is happening with our light rail system and
how they can repeat that in their communities.

That's what the campaign for liveable communities is all about.
That's what the-hew starts working group is all about.

I would urge you to reauthorize ISTEA with an emphasis, as oth-
ers have said, on more flexibility for local decision-making and a
continued emphasis on new starts.

I thank you very much for your attention this morning.
Mr. PETRI. Thank you.
Now which would like to proceed? Professor, would you like to go

next?
Mr. NELESSEN. Good morning. My name is Anton Nelessen. I'm

an associate professor at the Rutgers Department of Urban Plan-
ning and Policy Development, and I'm president of A. Nelessen As-
sociates, a consulting firm out of Princeton, New Jersey.

I'm here today to lend my voice in support of the section three
transit new starts program in the reauthorization effort. That will
be my conclusion today, and let me briefly explain to you how I
came to that view.

My company conducts interactive, community-based planning as
a consultant to municipal governments all across the country. Since
1984 I have conductedvisual preference surveys in over 100 cities
across the United States, including: Los Angeles; Davis; Portland,
Oregon; Eugene; Seattle. We are currently working in Chattanooga
and Reno, Nevada, and soon I will be working in Baltimore on the
Reisterstown Metro Station.

What we have done is we've conducted surveys in cities of all
sizes. The surveys were attended by and therefore reflect the per-
sonal views of about 350,000 people who have participated in this
over the last 10 or 12 years. I speak today less for myself and more
for those people who have participated in the survey.

First of all, let me tell you what a visual preference survey is,
or VPS, and how it works.

It really is a visioning tool. It is one in which we ask people to
look. at a range of image types and tell us what they feel about
those images, the characterization of those images. They look at ex-
isting environments and they looked at proposed environments,
and we asked them to value those things from a plus 10 to minus
10 on two questions: one, do you like it? And, two, is it appropriate
for your community?

We also then asked them a questionnaire: who are you, and what
do you feel about these images?

It typically takes about two seconds to reach a conclusion. Analy-
sis of the survey response has helped us define how Americans
really feel and respond to a particular design and features of the
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community. Positive scores images suggest a type of enhancements
that most Americans want.

What we find when people give positive scores is that gives them
optimism, hope, safe, and gives them economic security. Negative
images indicate what should be avoided. The negative images typi-cally made people depressed, fearful, and angry.

As a planning tool, VPS involves all members of society to be
personally and directly involved in deciding the future of their com-
munities, as well as design of the particular projects, itself. We call
the process "design by democracy.",

One thing in the process I have found out is that many, many
people agree. There are images that everyone in the survey will
rate as positive, and images that everyone will rate as negative.

As a member of this panel, I would like to encourage this com-
mittee strongly support the new starts program.

How I came to be a rail transit supporter is wholly unintentional.
My support grew out of the findings generated from all these
VPSes.

Streets and transit are critical to movement of people and goods,
and hence our economic well-being as a Nation. They are also our
most important public spaces, instilling our primary sense of space
and place.

Too often these facilities are designed for vehicles and not for
people. As a result, modern streets and transit can be perceived by
people as negative places.

Communities are robbed of their human and physical capital.
This represents an enormous social cost in terms of lost potential,
depression, hopelessness and fear, and anger. The negative quali-
ties of these public spaces are part of the dangerous downward
cycle of decay that must be halted, remedied, and reversed.

Through this VPS process, people are encouraged to take part in
understanding the public spaces and signaling their local political
leaders as to how they want their communities to develop and re-
develop.

By involving people in this process and by believing and acting
upon this vision, we also enhance the promises and spirit of democ-
racy and help remove the negative stigma often attached to big
government.

What we are finding is that small investments in enhancement
of the physical environment will not only improve attitudes and
usage of public transit, but I am convinced will also pay enormous
dividends in terms of social and economic well-being in commu-
nities across America.

Let me also point out that these VPSes have not been front-load-
ed to elicit pro-transit or pro-rail response, but, interestingly, over-
whelming response has been in favor of the type of human scale
communities well-served by efficient transportation system. People
want cars, but they also want them in forms of a balanced trans-
portation system. They also want attractive walkways for pedestri-
ans, safe neighborhoods, and a sense of community. In short, citi-
zens want a sense of balance.

In most suburban areas, this balance certainly has been lost.
Poorly-planned communities all over the United States become
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more and more automobile dependent, and simply require a single
vehicle for every kind of major and minor usage.

The primary users are women, and they become family bus driv-
ers, charged with child pick-up and drop-off, deliveries, shopping,
and the like. In the case where the goods and service are not neatly
situated near them, they must take the car. They simply have no
other choice.

Yet, time and time again we have seen in these surveys that peo-
ple need and want a sense of community and a sense of neighbor-
hood. They want to return to the feeling, if not the actuality, of a
small town America, but want to be connected to big city America,
and that's how I have become such a large supporter of the urban
rail projects, and because, when combined with the co-location of
goods and services, rail transit goes a long way to help create a
quality living environment for the largest number of people.

Briefly, my recommendation to this committee is that you fully
support the expansion of rail transit projects in American cities,
and that these projects be viewed in the context of a positive qual-
ity of life and the economic and environmental advantages that
they generate; that strong liveable communities aspect of transit be
retained, and that public process be enhanced, not just because it's
politically correct, but rather because the public knows what it
wants. For the past 12 years they have been showing me, and
through you.

Most recently, "Engineering News Record" has come out with an
article which I have copies of for the committee, if they'd like, that
begin to support this transit-oriented development. It's becoming a
mainstay across the country, and we're starting to find out that,
pretty consistently, people are looking for and desire these kind of
smallcommunities or these kind of neighborhoods that begin to re-
spond directly to rail and rail provisions.

Thank you very much.
Mr. PETRI. Ms. Manning?
Ms. MANNING. Thank you, Mr. Chairman.
I'm Valerie Manning, and I'm president and CEO of the Phoenix

Chamber of Commerce.
Before I begin, I'd like to thank you for this opportunity to

present testimony on behalf of the city of Phoenix, its business
leadership, and the 1.2 million citizens of Phoenix and 2.5 million
residents of the Phoenix metropolitan area.

I'm also here as a representative of the new starts working
group.

As some of you may know, the city of Phoenix and the surround-
ing metropolitan area continues to undergo phenomenal growth
Between 1980 and 1990, the Phoenix population increased by 24.5
percent, the second-highest growth.rate of the 20 largest cities in
the United States, from approximately 790,000 residents to
890,000.

It's estimated that some 1,000 people are moving into metropoli-
tan Phoenix per week. By the year 2015, the metro Phoenix popu-
lation is expected to reach 4 million people.

As you can imagine, such growth, while benefitting both business
and government, alike, has not been without its consequences. This
growth is placing a burden on our transportation infrastructure
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and challenging our communities to find innovative ways to ad-
dress our transportation needs.

We know from our neighbors in California the metro areas there
simply cannot build enough freeways to respond to this level of
transportation demand. A balanced transportation system that in-
cludes mass transit as a major component is essential to success-
fully meet the transportation challenges that we face.

The Phoenix Chamber of Commerce, a business organization, has
taken a keen interest in the Valley of the Sun's transportation is-
sues. Over a year ago we set up a valley-wide transit task force to
study how transit issues affect the business community and its
working environment.

Our interest and position on transit issues is further strength-
ened by the findings of a recent report that the Chamber asked Ar-
izona State University to prepare, entitled, "Transit in the Valley:
Where do we go from here?"

The study found that the Phoenix metro area must do more than
merely build freeways. It must build support for a range of trans-
portation solutions. There are many transportation needs in the
valley-visitors, elderly, poor, physically-challenged, those that are
just tired of the traffic congestion.

In order to meet the challenges that growth poses for the valley's
system, transportation system, the metro Phoenix Chamber and
other community chambers in the valley are working in partner-
ship with local governments to find solutions.

Currently, the citizens of Phoenix and its neighboring commu-
nities are examining options for expanding the public transit sys-
tem. In September the residents of our neighboring city of Tempe
will vote on a half-cent sales tax to improve its bus system and ex-
plore possible rail line options. This one-half-cent sales tax will
raise $20 million annually for the city of Tempe. These monies will
be dedicated solely to mass transit system improvements.

The city of Phoenix also continues to aggressively support and
look for ways to improve their transit system. Since 1985, Phoenix
has steadily increased its general fund contribution to transit from
$7.5 million annually to the current $24 million per year.

Phoenix citizens are also exploring ways to improve our transit
system. They are now engaged in focus groups, and this fall will
be involved in community forums to discuss improvements and op-
tions. It is anticipated that in the fall of 1997, with the rec-
ommendations of Phoenix citizens, the business community, and
community leaders, the citizens of Phoenix will be asked and will
approve an additional $40 million a year to expand our mass tran-
sit system.

If successful, this new infusion of $60 million per year from the
cities of Phoenix and Tempe will enable our communities to double
the size of our bus system and begin a fixed guideway implementa-
tion.

As you all know, the cost of such a system is staggering. This
major commitment of funds has already stretched local budgets
and will not be enough to develop a system that will meet our trav-
el needs and air quality standards. We could only do this with the
support of the new starts program.
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We are now engaged in discussions with officials of the FTA and
have expressed a willingness to match Federal assistance dollar-
for-dollar with local funds, a 50/50 partnership with the Federal
Government versus the traditional 80/20 partnership.

We believe that this proposed commitment of local funds is con-
sistent with your subcommittee's philosophy and objectives.

In light of the Federal budget deficit situation, we also recognize
that we cannot rely on Federal operating assistance, alone, and are
prepared to undertake the financial responsibility of paying for the
operating and maintenance cost of this expanded system.

This is why continuation of the new starts program is important.
The funding need exists, especially in growing cities like Phoenix
which are considering light rail and other alternative solutions to
their transportation crisis.

From the chamber's polling of small businesses and in conversa-
tions with my counterparts in other sections of the country, espe-
cially growth cities, I can tell you that public transit is vital. It im-
pacts business profitability, a community's economic development
potential, and citizens' quality of life--all very important ingredi-
ents for success.

You may ask why the Federal Government should be interested
in these problems faced by local agencies nationwide. It is because
cities like Phoenix are part of the national economy. Goods and
services flow in and out o Phoenix to all the other cities and re-
gions of this country. As the Nation grows more and inter-connects
more intensively, a better transportation system is an economic ne-
cessity.

As a representative of business and citizens of Phoenix, I feel
that the continuation of the new starts program is vital to cities
like Phoenix, not only because of the importance of mobility, but
the quality of life of our communities.

Our businesses and citizens are engaged in a daily struggle to
meet both State and Federal guidelines on travel reduction and air
quality. Without improvement in the transit infrastructure, our
economic vitality and com petitive edge is -weakened.

This spring the EPA downgraded the Phoenix area from mod-
erate to serious for particulates, and has proposed a reclassification
to serious for carbon monoxide, as well. We are at risk of redesig-
nation for ozone pollution over the next year.

The State legislature is scheduled to go into special session any
day now to develop additional air pollution controls, and the gov-
ernor has appointed a few task forces to research and come up with
recommendations on how to reduce air pollution.

We're involved in these efforts and support them. We want to be
part of the solution. However, we understand that our ability to re-
duce air pollution is seriously limited by the capacity and status of
our transit system. We are convinced that the new starts program
is an integral component in not only providing for future transpor-
tation needs, but for a better quality of life, as well, and we urge
you to continue it.

Thank you again.
Mr. PETRi. Thank you. Thank you all for your testimony.
I just had one or two questions. Professor, in your surveys, do

you do any kind of checking either before or after; as to whether
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people who said that they were for expanding or creating mass
transit opportunities use them, and in what percentages, or if they
just sort of liked it to get other people off the road so that they
could commute to work quicker, themselves?

Mr. NELESSEN. I think, sir, it's a little bit of both. I think it's a
little bit of both. What we have found is that people see the com-
munity areas around transit as one of the great opportunities. They
begin to understand how the road systems are loaded, and they
begin to see the possibility.

Two examples. Let's say Wellston, which is an Afro-American,
extraordinarily low income community out at St. Louis, with the
new light rail system in, the people came forth to generate the
plan, and the types of things they wanted were walkable, safe
streets, relatively high density, open space and parks relatively
close.

The same thing happens when we begin to move to any other of
these cities that are transit-dependent or want to be transit-de-
pendent, whether it's in Los Angeles or if it's in other places.

What we have found is that they are striving for this kind of
community to be able to be connected to jobs, but also to have the
community around that transit station, itself.

So it seems to me there are supporters of it both ways. One, they
want to use the system, and, two, they see it as a way of relieving
congestion in other places.

Mr. PETRI. All right. Thank you all for coming.
The next panel is made up of Mr. Robert N. Herman, who is the

advocacy attorney for Paralyzed Veterans of America, and Mr
Christopher Tiernan, senior government relations specialist of the
National Easter Seals Society.

I'd like to welcome you both and give you a chance to get orga-
nized here. Have you decided who would like to head of?. Mr. Her-
man?

TESTIMONY OF ROBERT N. HERMAN, ADVOCACY ATTORNEY,
PARALYZED VETERANS OF AMERICA; AND CHRISTOPHER
TIERNAN, SENIOR GOVERNMENT RELATIONS SPECIALIST,
NATIONAL EASTER SEALS SOCIETY, ACCOMPANIED BY
NANCY SMITH, PROJECT ACTION
Mr. HERMAN. Chairman Petri, Ranking Minority Member Rahall,

and members of the House Subcommittee on Surface Transpor-
tation, my name is Robert Herman, and I'm advocacy attorney for
the Paralyzed Veterans of America.

PVA is honored to be here today to present our views on the re-
authorization of the Intermodal Surface Transportation Efficiency
Act. PVA's members are all veterans of this Nation's armed forces
with spinal cord injury or disease, the vast majority of whom use
wheelchairs for mobility.

For our members and other people with disabilities, an accessible
and efficient public transit system is critical to the ability to par-
ticipate in community, civic, and social activities.

PVA recognizes that all of the purposes of ISTEA must be
achieved. One of the stated purposes is mobility for individuals
with disabilities. As this subcommittee prepares to deal with this
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reauthorization, we urge you to keep in mind that people with dis-
abilities want access to the same system as the general public.

People with disabilities worked for many years for access to mass
transportation. Since passage of the Americans with Disabilities
Act, we have greater access than ever before, but access absolutely
reflects the quality of the system.

Strong public transit systems mean improved access. Weak sys-
tems have inferior access.

Public transportation must be efficient, economical, and conven-
ient for all citizens, and accessibility must be an integral compo-
nent. ISTEA is key to enabling transit agencies to provide that
quality service.

PVA urges this subcommittee to continue on the course set by
the 1991 enactment of ISTEA. The flexible funding provisions are
critical to its successful implementation. For instance, funds from
the surface transportation program may be used for public transit
projects, as determined by the local planning process and with
input from local users. This flexible use of funds from a variety of
sources is essential to achieve the stated goal of improving the wel-
fare and vitality of American society.

PVA also requests that you consider providing further flexibility
within existing mass transportation funding programs. Transit op-
erators should be afforded the flexibility to use capital project fund-
ing if necessary to meet transportation needs that traditionally
have been funded through operating assistance funds-for in-
stance, costs associated with the provision of para-transit services.

As public transit agencies fully implement the Americans with
Disabilities Act, they have encountered a problem that had been
anticipated during passage of the act. Human service agencies that
provide non-emergency transportation to their clients-for in-
stance, Medicaid trips-have turned to local transit providers to
now transport many clients who may be eligible for ADA para-tran-
sit services.

The funds that previously had been used by the human service
agency are rarely transmitted to the public transit provider. The
funds have not followed the client, even though the demand for this
type of para-transit service has increased.

PVA asks that in this reauthorization process Congress stipu-
lates that agencies that receive funding from any Federal source
for non-emergency transportation participate in the cooperative
transportation planning process and the design and delivery of
para-transit services.

In this manner, transportation services necessary to many people
with disabilities can be provided in an efficient and fiscally-respon-
sible manner.

We further urge this subcommittee to authorize the highest pos-
sible funding levels for formula and discretionary grant programs.
While funding commitments among transportation modes must be
balanced, mass transportation is of particular importance to people
with disabilities. Sufficient funding is, of course, crucial to enable
mass transportation systems to continue providing vital transpor-
tation service.
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Funding decisions must take into account transit needs of people
in urban, small urban, and rural areas and be authorized accord-
ingly.

Federal legislation was necessary to establish the right of people
with disabilities, particularly those who use wheelchairs, to use
public transit. Do not make that right meaningless by failing to
provide funding sufficient to enable transit systems to provide af-
fordable, efficient, convenient, and accessible service to all citizens.

Balance must also be maintained in the Federal share contrib-
uted for transportation programs. The 80 percent share for mass
transit capital projects and the 90 percent Federal share for capital
investments for accessibility features must be preserved.

Finally, PVA requests that this subcommittee continues to sup-
port Project Action. Project Action, through the National Easter
Seals Society, has become an invaluable resource to both transit
operators and the disability community. It's ability to provide tech-
nical assistance, fund joint efforts to increase accessibility of public
transit, and act as a resource to all involved in accessible transpor-
tation is unique.

Project Action's work is even more important as the date for full
implementation of the ADA transportation provisions near us.

Mr. Chairman, the work you do on this reauthorization will have
long-range effects on our members and other people with disabil-
ities. Public transit systems must provide efficient service to all
Americans and integrate people with disabilities into those sys-
tems. By reauthorizing a strong ISTEA, you assist those transit
systems to achieve that goal and have the additional benefit of im-
proving the mobility of people with disabilities.

PVA looks forward to continuing to work with you and your staff
in this process.

Thank you.
Mr. PETRL Thank you, Mr. Herman.
Mr. Tiernan?
Mr. TIERNAN. Thank you.
Mr. Chairman, I am Chris Tiernan, senior government relations

specialist for the National Easter Seals Society. I am accompanied
by Nancy Smith, who heads Project Action for our organization.

I will speak briefly about Easter Seals' efforts to promote acces-
sible transportation for people with disabilities through Project Ac-
tion.

The mission of the National Easter Seals Society is to promote
equality, dignity, and independence for people with disabilities.

There are 25 million Americans with disabilities who depend on
public transportation. For these citizens, access to transportation is
the critical factor that determines whether they can pursue oppor-
tunities in employment, education, housing, and recreation.

In 1988, Easter Seals, Paralyzed Veterans of America, and the
American Public Transit Association jointly asked Congress to fund
an innovative program designed to enhance cooperation between
transit providers and the disability community. That initiative be-
came Project Action.

Since 1988, Project Action has sponsored research, funded dem-
onstration projects, provided technical assistance to hundreds of
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transit providers, and developed the Nation's top transportation ac-
c,' ssibility resource center.

When this subcommittee first authorized ISTEA, Project Action
had been in existence for 3 years. In ISTEA, you underscored
Project Action's special role, connected the project more directly to
the ADA, and provided the impetus for Easter Seals to continue to
administer the project.

Since ISTEA, Project Action has received the fully-authorized
amount of $2 million from the Transportation Appropriations Sub-
committee each year.

In recent years, thanks in large part to Project Action, transit
providers nationwide have greatly increased transportation acces-
sibility. Bus fleets in most small-to medium-sized communities are
nearly 100 percent accessible. Rail station access has increased.
People with disabilities are less isolated, more independent, and
more economically self-sufficient, and the disability and transit
communities have learned to work together.

Yet, many transit providers need ongoing assistance on acces-
sibility issues in order to comply with ADA obligations. This is
where Project Action can continue to play a vital role.

Project Action has completed 77 projects that enhance accessible
transportation and has developed five videos and over 100 reports,
each demonstrating cost-effective methods to achieve ADA compli-
ance.

The project also sponsored the first nationwide conference on
transportation accessibility. The nearly 300 conference participants
focused on the serious issues that have emerged in ADA implemen-
tation. State and local officials are concerned about the rising cost
of para-transit services. Fixed-route ridership by people with dis-
abilities is still low, while para-transit demand has escalated.

Para-transit eligibility determinations are complex and sensitive
issues for transit providers.

Last year, Congress raised concerns about para-transit costs and
Project Action responded. At the request of FTA Administrator
Gordon Linton, Project Action convened two national para-transit
forums. I have with me trday the final report from those forums.

One of the key findings of the forums is that disability and tran-
sit groups must work together to encourage people with disabilities
who are capable of using fixed route to transition to the less-expen-
sive system from the more costly para-transit system.

In response, Project Action is now implementing a national
consumer training project to encourage para-transit riders to tran-
sition onto the fixed route system.

Project Action will sponsor training in Harrisburg and Pitts-
burgh, Pennsylvania; Roanoke and Tidewater, Virginia; Santa Cruz
and Thousand Palms, California; Jefferson City, Tennessee; West
Chester County, New York; Lincoln, Nebraska; West Palm Beach;
Boston; Savannah; Houston; Anne Arbor; Muncie; Akron; Cin-
cinnati; and Portland.

Project Action will also sponsor two technical assistance con-
ferences in the spring of 1997 in Pennsylvania and Colorado to help
transit operators meet ADA requirements.
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To help distribute Project Action materials, we have funded the
University of Wisconsin in Milwaukee to set up a regional distribu-
tion center.

Today, Easter Seals' commitment to accessible transportation
and to the work of Project Action remains as strong as ever.

We continue to believe that the project's cooperative approach re-
mains more effective than the costly litigation and disruptive street
protests that create the project's existence.

In the future, we will greatly expand our direct assistance to
transit operators to help them implement the project's proven ADA
compliance strategies.

Project Action is a credible, cost-effective, and creative program
that has strong support in the disability and transit communities
and at the FTA.

On behalf of the millions of people with disabilities who rely on
public transportation and the transit operators who serve them, the
National Easter Seals Society wants to thank this subcommittee
for its past support of Project Action.

Easter Seals respectfully requests this subcommittee to provide
a role for Project Action in a reauthorized ISTEA to ensure that the
project can continue to help transit providers implement cost-effec-
tive accessibility solutions.

Easter Seals is grateful for your support, and we look forward to
being a resource to you as you address accessibility issues in the
ISTEA reauthorization process.

Thank you.
Mr. PETRI. Thank you both for your testimony and obvious effort

that went into preparing it.
What mode of public transportation would you say is the least

accessible right now to the handicapped community?
Mr. TIERNAN. That would be the over-the-road coaches and tour

and charter operators at this point. Most of the successes in ADA
implementation have been in the small and mid-sized cities who
are now approaching 100 percent accessibility.

As you know, when you passed the ADA you didn't require buses
to be retrofitted; it was just as new buses came on line they would
be accessible. Now, 6 years out, we're starting to see that the new
purchases have been accessible and that many, many of the sys-
tems across the Nation are accessible for people with disabilities.

Mr. PETRI. And are the new-they said they are buying the rail
passenger equipment accessible now?

Mr. TIERNAN. Yes. Rail-the one car per train rule has been suc-
cessful at enabling people with disabilities to increase their ability
to travel by rail.

Mr. PETRI. Good. Well, we look forward to working with you and
other representatives of the community. As you know, in this world
of scarce resources and competition for them, there is a fair amount
of tension between the mass transit operators and the disabled
community as to allocating those resources and how fast they can
go.

We want to keep the pressure on, but we don't want to have it
so much that the whole thing breaks down. So we're looking for-
ward to working with you, and hopefully we can continue to move
forward in this important area.
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Mr. HERMAN. Thank you, Mr. Chairman.
Mr. TIERNAN. Thank you.
Mr. PETRI. The seventh panel is: Mr. David Raphael, executive

director at Community Transportation Association of America, ac-
companied by Taunya Kopke, director of Community Transit Serv-
ices, Fayetteville, Arkansas; and Robert Boylan, vice president,
West Virginia Public Transit Association ,and general manager of
the Central West Virginia Transit Authority in Clarksburg, WestVirginia.Mr Raphael, would you like to begin?

TESTIMONY OF DAVID RAPHAEL, EXECUTIVE DIRECTOR, COM-
MUNITY TRANSPORTATION ASSOCIATION OF AMERICA, AC-
COMPANIED BY TAUNYA KOPKE, DIRECTOR OF COMMUNITY
TRANSIT SERVICES, COMMUNITY RESOURCES GROUP INC.,
FAYETTEVILLE, AR; AND ROBERT BOYLAN, VICE PRESI-
DENT, WEST VIRGINIA PUBLIC TRANSIT ASSOCIATION, AND
GENERAL MANAGER, CENTRAL WEST VIRGINIA TRANSIT AU-
THORITY, CLARKSBURG, WV
Mr. RAPHAEL. Mr. Chairman, thank you.
My name is David Raphael. I'm the executive director of the

Community Transportation Association, a nonprofit membership
organization that represents both the people who operate local com-
munity transit agencies, as well as the people who depend on com-
munity transportation as their lifeline to jobs and basic services
such as health care.

Our members include the managers of rural, small, urban, and
specialized transit agencies throughout the country.

Joining me here today at these hearings is Taunya Kopke, the
director of Community Transit Services for the Community Re-
sources Group in Arkansas, and Bob Boylan, the vice president of
the West Virginia Public Transit Association, who is also the gen-
eral manager of the Central West Virginia Transit Authority.

Both organizations are members of CTAA, as well as are over
1,000 other smaller transit systems and State transit associations
across the country.

I'll comment briefly on the status of community transportation
nationally, while Ms. Kopke and Mr. Boylan will share with you
some of their concerns and experiences from the perspective of local
operators.

Since my testimony will be included in the record, I thought I
would try to bring you some greetings from Wisconsin, Mr. Chair-
man. We had invited originally Mark Huddleston with Oshkosh
Transit and Allen Mondel with Fon du Lac Area Transit to join us
today, and both ran into the same problems, which are very indic-
ative of smaller transit agencies, and this is they couldn't be
spared. They didn't have the resources and the people to spare
t em.

Mr. Mondel has sent me a note, which he has asked me to share
with you, and I would like to do that, with your permission.

"Congressman Petri, thank you for allowing CTAA to read a
short transit message from the Fon du Lac Area Transit. I'm sorry
that I couldn't come to Washington for the hearings you are hold-
ing on Federal transit legislation. It's very frustrating knowing
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that communication with Congress is essential, yet one is pinned
down in an office because of staffing and funding shortages.

'Ton Du Lac area transit used to have three employees. We are
now down to one and three-quarters. We operate from 5:00 a.m. to
10:00 p.m., and we've taken the position that we will shut down ad-
ministration before we shut down service on the street.
"Fon Du Lac Area Transit is a section 18 funded public transit

system for the not-so-large community of about 40,000. It operates
six city route buses, some school services, specialized para-transit
services for the elderly and disabled, and a complementary shared-
ride taxi system for individuals who do not have access to fixed-
route bus service.

"We'll carry about 400,000 customer trips in 1996. About 40 per-
cent of these are work commuters, 15 percent shoppers, 10 percent
medical trips, and the remainder for such trips as school, social,
and personal purposes. Of the public transit riders, 67 percent are
not licensed to drive in our community, and 83 percent have in-
comes under $20,000.

"In short, they are very poor people without cars. Thus, public
transit is a lifeline to their lives. Public transit is a critical link be-
tween employees and jobs, merchants and customers, seniors and
disabled and health, and freedom of access generally.

"In 1987, Federal assistance covered 42 ercent of our budget.
Today it is 26 percent and droppin fast. In addition to Federal
funding reductions, the State of Wisconsin's support has also
dropped. The impact of these reductions are hitting hard, with
harsh service reductions and fare increases.

"We are at the end of our rope. The transit agency is assembling
a financial contingency plan to rank order services, with the last
choice to provide only disabled services before we go out of busi-
ness."
"My conclusion, Mr. Chairman, is a short story. Recently I-"

and m still reading from Allen Mondel's--"I recently served on the
State of Wisconsin's Work Not Welfare Committee in which Fon Du
Lac County was a test county. Two huge problems were encoun-
tered with our people in getting people off of welfare and into pro-
ductive employment: affordable day care and transportation.

"Public transportation serves a critical link not only to work, but
also to day care. Cut public transit any further and we are out of
business, and just ma ye, I say maybe, it's already too late.

"I'm asking not only to maintain critical transit operating and
capital support, but to increase Federal public transit support. It's
an economic public wellness issue."

I thank you, Mr. Chairman. I'd be delighted for you to hear from
the rest of-our panel.

Mr. Pmw. Thank you. And thank you for bringing that message
from Fon Du Lac.

Which of you would like to proceed? Ms. Kopke?
Ms. KoPKE. Mr. Chairman, my name is Taunya Kopke. My ora-

nization, Community Resouce Group, is a nonprofit which provides
public works management and consulting services for small cities
and rural areas throughout the south.

I have been responsible for community transportation services
since 1986. The Ozark Regional Transit System has been providing

37-734 97-10
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rural transportation in four northwest Arkansas counties since
1975. It has provided urban transit service in the Fayetteville/
Springdale area since 1992. And, in addition, my organization st
two weeks ago initiated public transit service for the city of Fort
Smith, Arkansas, which is the second largest urban area in our
State. So I'm testifying from the perspective of both a rural and a
small urban transit operator.

Ozark operates 32 small buses and vans with over 50 employees
in an area with a population of about a quarter of a million people,
and we provide about 280,000 rides a year. I guess you might say
we're not big.

Fort Smith public transit began service with six mini-buses and
one rubber-tired trolley bus, and we expect that Fort Smith rider-
ship might be about 60,000 passengers the first year.

Most of our passengers are people with disabilities, senior citi-
zens, and service or factory workers. We're supported by both the
section 18 and section 9 Federal transit programs.

Our organization operates mostly zone-assigned demand/response
transit rather than fixed route service. That means that most of
our passengers are picked up at home, but that other people who
live in the same neighborhood are picked up at the same time. It
isn't like a taxi service.

I have a couple of charts that I've included in my written testi-
mony, and they show that the single largest purpose for riding our
service is to get to work, and that the largest single reason for
needing transportation is a disability.

I also have included in my testimony some pictures of some of
the people with some little captions explaining why these people
are using our transportation service. I hope you might have time
to look at it.

Our big story is we don't have enough buses and we don't have
enough money to operate them. The public cost of community
transportation can save public funds elsewhere.

I wanted to say that the part of my job that I really hate is hav-
ing to tell someone that we can't give them a ride, like the family
with a daughter in need of dialysis from Bella Vista, because I
know what the lack of transportation wi very likely mean.

I hope that you will carefully consider the effect of community
transportation priorities on people in small towns and rural areas.

Community-wide planning has moved into full swing im our area
because we are strugglinj to cope with rising population. We are
starting to have congested streets and new housing developments,
and just general pressure on our public services ant infrastructure.

Every planning process, whether it is the Rogers 2000 project
sponsored by the Chamber of Commerce, or the 2020 plan com-
pleted by the Regional Planning Commission, has called for ex-
panded community transportation. We hope the priorities in Wash-
mgton will be the same.

Our experience is that Federal transit dollars seem targeted for
the largest cities, regions which have already experience d growth
and development, while we have employers who need workers and
workers who need jobs but have no transportation. The formula for
distribution of funds seems to us to favor historical transportation
ridership data and old population numbers.
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Efforts to hold other communities harmless have meant that our
region is forced to do without the financial advantage others have
had.

Economic success should, we think, be rewarded by Federal tran-
sit priorities instead of penalized.

Also because so many of the large cities have dedicated local tax
sources, they are often content to use Federal transportation dol-
lars for capital projects. Keep in mind I'm generalizing here about
something that I-when I talk to large city transit operators, they
don't seem to be as afraid of the shrinking operating caps the way
Iam.

We fear that the fact that capital projects mean smaller short-
term outlays, combined with the fact that some of the larger cities
seem to be happy to make that kind of trade-off, is going to drive
appropriations and might drive the reauthorization, as well.

Rural and small urban operators, on the other hand, don't usu-
ally have dedicated tax sources. In northwest Arkansas, where we
operate, there are 32 local government units involved in funding
my service. Being properly accountable to 32 local government
units is a very time-consuming, difficult task. The amount of total
local government funding is small. Right now it's growing, but it's
fairly small, and so our need for operating funds is at least as great
as our need for capital funds-perhaps even greater, depending on
the funding levels.

I guess I would say that if FTA's going to limit our systems to
a small percentage of overall appropriations, then why not let us
decide how to use those. Even if outlays have become a critical con-
sideration, our systems are shut out of most of the funding anyway,
so how much of a difference can it make how fast we spend it?

But being able to spend the money the way we need it would
make a big difference to us. It might even keep the doors open.

Mr. PETRI. Thank you.
Ms. KoPKE. Thank you for the opportunity.
Mr. PETi. Mr. Boylan?
Mr. BoYLAN. Mr. Chairman, Mr. Rahall, my name is Robert

Boylan. I'm the vice president of West Virginia Public Transit Asso-
ciation, and also the general manager of the Central West Virginia
Transit Authority section 18 operating property located in Clarks-
burg, West Virginia.

I'm pleased to join CTAA, Mr. Raphael, Ms. Kopke in sharing
with you some of the concerns and experiences of not only the tran-
sit community which I represent, but also the hundreds of small
urban and rural transit authorities across the United States.

Mr. Chairman, the transit community is quite aware of the com-
etition for Federal funding in these times of deficit reduction. The
attles of the past years have taken their toll on small urban and

rural transit providers, and in many cases the communities and
the transit infrastructures have suffered.

Many implementations of the past, such as the ADA, FTA's drug
and alcohol testing, ICC insurance requrement, age of vehicle fleet
and facilities, and an increase in demand for services as a direct
result of these Federal deficit reduction policies and decisions have
challenged many of our providers to make difficult decisions be-
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tween infrastructure needs and the level of services that we can
provide.

Mr. Chairman, I congratulate you and your committee, on behalf
of all small urban and rural public transit agencies, for undertak-
ing these hearings and for your invitation to address this commit-
tee. We hope to provide evidence that the current ISTEA legislation
is providing investment into public transportation, also is providing
invaluable investment into local communities and quality of life
throughout rural America.

While the current ISTEA legislation has provided a growth in
rural transit network in America, it needs to be emphasized that
section 5311 funding is the lifeblood of small urban and rural tran-
sit, not only in West Virginia but across rural America. The current
year's Department of Transportation appropriation bill contains
16.3 percent reduction in section 18 funding. We feel that this
trend cannot continue if there is to be quality rural public trans-
portation in America.

In West Virginia there are nine section 5311 properties that
serve 21 counties, only 40 percent of the counties in West Virginia,
that depend on Federal operating funds to keep the vehicles roll-

inft is important to keep in mind that the quality of transit service
you are able to maintain strongly affects the investment that you
can return to your respctive communities. Small urban and rural
transit systems depend on Federal and State funding for this in-
vestment into these communities.

As stated in a report by CTAA in December of 1995 titled,
"Transportation, Rural Revitalization," as small-town economies
shrink, there is a growing recognition that public transportation in
rural communities is an economic stimulator and a crucial partner
in rural economic development, and that rural transportation serv-
ices provide the same-and I'd like to emphasize the word
"same"--economic benefits as their urban counterparts do.

We anticipate the funding levels for public mass transit again
will be evaluated with great detail to justify Federal budget ex-
penditures.

In hopes that a more factual picture of integration of public mass
transit has on the overall social needs of rural America, I would
like to submit the you some transit facts of the Central West Vir-
ginia Transit Authority. It is our belief that these facts are not only
typical of public mass transit in West Virginia, but across rural
America.

Mr. Chairman, 83 percent of the transit riders in rural and small
transit systems have no other alternate means of transportation.

Of these riders, 82 percent are using transportation services for
work, social services, medical appointments, or school and training
activities. Only 18 percent of rural transit users are using this sys-
tem to go to the malls, shopping, or recreational activities.

Of our transit users, 47 percent frequent our service five times
weekly, and another 35 percent frequent them at least three times
per week.

Of our transit riders, 61 percent are in the age group of 25 to
60 years of age, and another 27 percent are over 67 years old.
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Of the transit riders, 97 percent among the rural transit and
small urban have a yearly income of less than $25,000 a year, of
which 62 percent of these people make less than $10,000 per year.

It is evident that mobility is important for economic and personal
growth, and that public mass transit in rural America prevents iso-
laion.

Mr. Chairman, it is our belief that, from reviewing the facts
above, that the tough decisions and policies, when they are made
on welfare to work and health care reform, that a strong infra-
structure in sme urban and rural transit programs can be crucial
and a valuable asset to the success of these programs.

Mr. Chairmarn, as you can also see from the stated transit facts,
section 18 funding programs are the means for economic and per-
sonal growth for many citizens in rural West Virginia, as wel as
rural America.

Mr. Chairman, the West Virginia Public Transit Association
agrees with the proposed Community Transit Association program
of blending the best of section 18 into the section 9 funding pro-
grams, but it also needs to be stated that for small urban prop-
erties to exist, that section 9 formula funding needs must be kept
intact.

The ability to allow small urban systems the option of using their
limited allocations for either operating or capital expenditures
would allow local decision-makers the ability to maximize the re-
sources in areas of greatest needs.

The planning programs required for the annual transportation
improvement program and the State transportation improvement
programs are cumesome for small urban transit programs.

Section 5307 apportaonments should be automatically pro-
grammed for capital or operating at the MPO level. The section

- 5307 formula program should be handled as a block grant, as origi-
nally intended, without a requirement to specify the capital items
to be purchased.

Mr. PEm. Your 5 minutes has expired.
Mr. BoYLmAN. rm sorry.
Mr. Prnu. I appreciate-your full statement Is in the record, and

I appreciate your presenting it to us.
Mr. Rahall, do you have any questions?
Mr. RAHAu. Thank you, Mr. Chairman.
I thank the panel for their testimony.
Mr. Boylan, let me ask you a question if I might about your local

financing. It seems to me that those who are questioning the con-
tinued Federal role in assisting mass transit in this country are
only in that position if the local transit authorities are failing to
attract local support for their operations. Would you comment 'on
that and what type of local support do you have?

Mr. BoYn. Mr. Rahall, we feel that rural and small urban
properties do the job that they are selected to do, and that is very
e ten in the fact that in Clarksburg, West Vga, we have a
renewable levy for mass transit only every 3 years. The taxpayers
in Harrison County, as long as-have approved this levy at an
overwhelming rate of 80 to 82 percent every year that they are
willing to tax themselves to provide necessary funds.
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This is also evident that in West Virginia, in the areas of Hun-
tington, Charleston, they have also just passed overwhelmingly
voter approval rates of about 80 percent to support mass transit.Mr. RAHALL. That's pretty large percentages of support. So the
public support is there in Clarksburg, and you mentioned Hunting-
ton, as well?

Mr. BOYLAN. Yes. Basically to all the major cities in West Vir-
ginia.

Mr. RAHALL. Right.
Just one final question: who is your campaign manager? I'd like

to talk to him to get over 80 percent of the vote.
[Laughter.]
Mr. RAHALL. Mr. Raphael, in your statement you spoke of theprice of isolation, and I know full well what you're talking about.

The Appalachian Regional Commission, as you know, was estab-
lished in part to de-isolate part of the country. One of the means
that the AC achieved-used to achieve this progress, of course,
was through the road program.

Mr. RAPHAEL. Right.
Mr. RAHALL. Today you're seeking to further address the isola-

tion of rural areas by proposing a mobility enhancement program.
Mr. RAPHAEL. Right.
Mr. RAHALL. Could you elaborate just a bit on that, please?
Mr. RAPHAEL. Thank you. We are trying to focus attention on the

price and the cost and the impact on communities and individuals
on isolation.

Our sense is that in ISTEA, for example, a number of national
interests and national priorities are reflected in the fact that the
surface transportation program, clean air and congestion, for exam-
ple, are highlighted through the CMAC program.

Our sense is that isolation and the lack of mobility and the costs
associated with it similarly should be built into ISTEA as a na-
tional goal and national objective.

In addition to sort of pointing generally to a reduction in isola-
tion as a geal, we ought to have a special funding program, which
we think could be created within ISTEA, and direct the Congress'
and national attention to this very serious problem that affects
nearly a third of our society, if you look at the combined numbers
of older Americans and people with disabilities and low-income peo-
ple who can't afford to operate their own cars.

Mr. RAHALL. Finally, let me ask you about eliminating the statu-
tory cap on operating assistance as part of your proposed by trans-
portation assistance program. I understand you re for eliminating
that cap?

Mr. &PHAEL. Yes, sir. You've asked that all morning here, and
I want to give you a direct "yes, sir" on that.

Mr. RAHATr. Okay.
Mr. RAPHAEL. In fact, this subcommittee adopted in amendments

to ISTEA 2 years ago in 1994 the elimination of the cap as it af-
fected smaller urban systems--those under, I think, with your
leadership, those under 200,000--and it was very much appre-
ciated. Unfortunately, the Senate did not adopt ISTEA amend-
ments that year.
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Mr. RAHALL. Yes, but my real question to you is: would there be
any winners and losers under such an approach whereby the sec-
tion 18 and the smaller urban section 9 programs are combined?

Mr. RAPHAEL. Currently the section 18 program is flexible. There
is not a cap on section 18. The cap affects all of urban or section
9 systems.

Our sense-and the appropriations process last year seems to
have borne that out-is that there is a recognition that the peater
dependence that the smaller systems have on operating assistance
to meet ADA requirements to meet a whole variety of require-
ments, means that they need access to those funds.

Consequently, this year in the appropriations bill the cap was
eliminated or modified for the smaller urbans and retained for the
others.

There is not enough money spent in all of the rural and small
urban systems to have an impact on-a serious impact on outlays.
The operating assistance problem, the cap on operating assistance
for the smaller areas, really is not a budgetary problem. They are
simply lumped in there in an unthinking way on the assumption
that all urban systems basically have the same-may have the
same size program.

Mr. RAHALL. Thank you. Thank you, Mr. Chairman.
Mr. PETRI. Thank you. Thank you all for coming.
Our last but certainly not least panel is comprised of: Mr. Wil-

liam Volk, who is the managing director of Champaign-Urbana
Mass Transit.District, who is appearing on behalf of Illinois Public
Transit Association; and Mr. I. Bernard Jacobson, general manager
of the North Ferry Company, Shelter Heights, New York, on behalf
of the Passenger Vessel Association.

Mr. Volk, your representative, our colleague Tom Ewing, asks
that I apologize for his not being here. Transit doesn't always work
as well as we'd like, and he is, I guess, fogged in at O'Hare. He
wanted very much to be here to introduce you.

I have a statement that he did prepare, which will be made a
p art of the record, talking about your innovative efficiency tier

ing proposal and a little bit ofbackground about your oper-
ation in Champaign-Urbana.

Mr. VOLK. Thank you.
[The prepared statement of Mr. Ewing follows:]
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Mr. Chairman:

I am here today to welcome Mr. William Y6114 Managing Director, of th Champaign-
Urban Mass Transit District, and to call the Subcommittee's attention to his innovative
"efficiency tier" mas transit funding formula proposal. Mr. Yolk op p res th larges and
ftst-growing mass transit system in my dlsrlc& Champaign-Urbana MiD is well received
and su;Vodted by the Chamnpalgn-Urtanm community, ad it provides bus service for many

stdnsat the Universt of ilins.

M.Vowks proposed transit formula adjustment would reward unallier transit systems in
cities with population between 50,000 med 200,000 wbose, ridership ecdsthe average
passengers per mileandiobpengr per hour figures for mms transit Systems in citis with
population ovet 200,000. Champalgn.Ubana MTD isone ofth doxceptionally successful mmstranIt- systems that exceeds the average levels for lage transit systorms in both categories.
Thtirty-two other transit sysems including Sprinfield, IiOIs, Annapolis, Maryland, and State
Colleg, Pemasylanla, exedeither or both peformance standards.

Mr. Chairman, I will leav the detailed explanation of the proposed formula chang toMr. Yolkc, but I want to offer my assistance so you, and the Ohe members of the subcovmittee
to help work out a equiabl formula chan that wilibensfit transit Systems lik Champign

* Urban MID tha have owdeta federal assistance based upon their widespread public
anceptae sand partiipao

Again, thak you for your interest in Mr. Yolk's testnin, Mr. Chairman.
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Mr. PETRi. Again, welcome, and we look forward to your testi-
mony and that of Mr. Jacobson. Would you care to proceed?

TESTIMONY OF WILLIAM L. VOLIK MANAGING DIRECTOR,
CHAMPAIGN-URBANA MASS TRANSIT DISTRICT; BERNARD
JACOBSON , GENERAL MANAGER, NORTH FERRY COMPANY,
SHELTER HEIGHTS, NY, ON BEHALF OF PASSENGER VESSEL
ASSOCIATION
Mr. VOLK. Good afternoon, Mr. Chairman, Mr. Rahall, and mem-

bers of the subcommittee. Again, my name is William Volk, and I'm
the managing director of the Champaign-Urbana Mass Transit Dis-
trict in Illinois. The district is a system of 80 vehicles serving an
urban area of 111,000 people.

I hope to accomplish two things in my testimony today. The first
is to broadly comment and support reauthorization of ISTEA; sec-
ondly, Ill ask for your support to explore a specific change in
ISTEA that would reward transit system efficiency.

Federal involvement in the maintenance of transit throughout
the Nation has been critical to its survival. ISTEA was a huge step
in the right direction in terms of flexibility and intermodalism.
These concepts should be maintained and strengthened in its suc-
cessor.

Continued funding for transit is essential if the United States is
ever going to achieve some sense of balance in its transportation
system. The over-reliance on the automobile in our cities is a na-
tional problem requiring a national solution.

Transit funding for fiscal year 1996 was the same as it was in
fiscal year 1983. Clearly, the increase in the deficit did not occur
as a result of excessive spending in the transit area.

The Nation can afford transit, but it cannot afford the ever-in-
creasing negative impact of our automobile-based culture. I urge
you to continue and strengthen the concepts contained in ISTEA as
you deliberate its reauthorization.

The specific area of interest that I have is in the formula dis-
tribution of funds in areas between 50,000 and 200,000 in popu-
lation. The current bus formula funding distribution is based on
the assumption that transit intensity and needs increase with city
size. Some consideration of intensity is given in the inclusion of ve-
hicle miles in the formula for those cities over 200,000, but the for-
mula for cities between 50,000 and 200,000 is solely based on popu-
lation and population density.

There are, however, a number of instances where transit inten-
sity is greater in urbanized areas under 200,000, thereby creating
a large unmet capital need.

In tho fiscal year 1993 section 15 reporting year, the last one
that we have statistics for, there were 19 systems in the urbanized
areas between 50,000 and 200,000 whose passenger per mile and
passenger per hour rates exceeded the average for those systems
between 200,000 and 1 million. Another 14 systems in the smaller
areas exceeded the average of the larger areas in either one or the
other performance measures.

In the specific case of Champaign-Urbana, if I can use that as
an example, our district's passenger per mile and passenger per
hour rates exceeded the average of all bus systems between
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200,000 and 1 million and the average of all bus systems over 1
million, yet when it comes to funding, Champaign-Urbana receives
far less support than systems of similar vehicle size in larger areas.

I took six selected cities between 200,000 and 1 million operating
fewer vehicle miles in fiscal year 1993 than Champaign-Urbana.
They received an average of $2.4 million in Federal formula assist-
ance in fiscal year 1996, while Champaign-Urbana only received
$1.1 million. This is similar to what occurs in the other 32 cities
that are listed in my written statement whose efficiency in trans-
porting passengers is higher than those in larger areas.

I would respectfully ask that, as you continue to liberate reau-
thorizing ISTEA, that you consider the concepts of rewarding this
type of efficiency with additional capital funding for those smaller
systems whose performance and intensity exceed systems in much
larger urbanized areas.

In closing, I would thank the chairman, Mr. Rahall, and mem-
bers of the subcommittee for their continued interest in the pro-
gram. I would be happy to answer any questions from the members
of the subcommittee.

Mr. PETRI. Thank you very much.
Mr. Jacobson?
Mr. JACOBSON. Mr. Chairman, my name is I. Bernard Jacobson.

I'm general manager of the North Ferry Company, which serves
Shelter Island and the north fork of the eastern end of Long Island,
New York.

I'm pleased to be here today representing not just my own com-
pany but also the Passenger Vessel Association, and particularly
its Ferry Council, which I Chair.

Founded in 1971, the Passenger Vessel Association is a national
trade association representing the owners, operators, and suppliers
of U.S.-flagged passenger vessels. Members of our 500-member as-
sociation operate dinner and excursion boats, overnight cruise ves-
sels, private charter yachts, and gaming vessels, as well as the car
and passenger ferries, which I am particularly pleased to be speak-
ing on behalf of today.

Mr. Chairman, I would request at this time that my full state-
ment be included in the hearing, and I will proceed to summarize
it.

Mr. PETRI. Without objection, it will bt,
Mr. JACOBSON. Mr. Chairman, the Nation needs ferries. Ferries

are a critical component of public transportation in many American
communities. Both publicly-owned and private ferries provide vital
intermodal services by carrying passengers, automobiles, buses,
and trucks in locations where heavy infrastructure alternatives are
insufficient or impractical.

Often ferries serve as the virtual lifeline for island communities.
In other cases, people who live far from the nearest ferry may use
them as part of their journey to work, resort, recreation, or natural
areas such as barrier islands.

At a time when highway and rail systems are facing unprece-
dented demands, when growing populations and a growing desire
and outright need for mobility are strengthening the capacity of
our existing transportation system, and when budget constraints
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challenge both, ferries are positioned to become an evermore impor-
tant and popular mode for the traveling public.

As such, ferries should be recognized as part of the national
transportation network and be included in the national transpor-
tation system.

Mr. Chairman, the Nation also needs private ferries. A study for
the Federal Transit Administration identified 72 publiciy-owned
ferry companies serving 128 strategically-located routes, as well as
96 private companies serving 134 more routes.

In other words, while recognizing that the largest ferry systems
are State-owned, half of all ferry services in the U.S. today are pri-
vately-owned. In order to expand private investments in ferry
routes, transportation planners need to recognize and encourage
these operations, aggressively incorporating private ferry service
into regional transportation plans where such service is viable.

Private control of publicly-funded vessels and terminals through
long-term leases or other mechanisms should be encouraged. As
part of the ISTEA reauthorization, transportation planners should
be encouraged by Congress to stretch constrained budgets by utiliz-
ing the resources of private operators, by entering joint ventures
with private operators, or by contracting out routes and services
that might otherwise be served by publicly-owned ferries.

Such a policy is consistent with the privatization efforts under-
way throughout the Government, affecting many services and pro-
grams.

Ferry operators are ready and willing to step forward to play an
increased role in the country's transportation infrastructure. An
important step towards this end would be the adoption by Con-
gress, as part of the legislation reauthorizing ISTEA, of a policy
statement affirming the important role of ferries in the national
transportation system of the future.

The statement should acknowledge that ferries are an integral
part of our Nation's system of transportation. As such, public and
private ferry services should have access to funding on an equitable
basis with other modes. When new services or capital expenditures
are considered, water transportation alternatives, where available,
should be aggressively considered.

Why ferries? Because ferries do not require the construction of
costly infrastructure such as roads, guideways, bridges, or tunnels,
thereby reducing environmental impacts, difficulties in site selec-
tion, capital investment size, and time needed for start-up.

Ferries are flexible because vessels in some loading facilities may
be shifted to new locations due to changes in need, thereby not
committing investments to specific locations for long terms.

Ferries are reducing single occupancy vehicle travel and reducing
traffic congestion, air pollution, and energy use. Some are relieving
overcrowded rail and bus corridors.

Private funding for vessels in terminals, as well as for oper-
ations, can reduce the need for public investment and management.
Ferries serve rejuvenated waterfront development locations that
land modes often serve inadequately. Ferries are available for
emergency relocation and use in the event of disasters affecting
other modes, such as bridge and tunnel closings, or during short-
term disruptions.
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In summary, Mr. Chairman, ferries are an important and unique
component of today's transportation system. A broad basis for pub-
lic financial support and recognition, as well as a national ferry
policy, are needed so that economic, safety, and efficiency issues
may be addressed in a coordinated manner by public and private
organizations. These improvements will not only help facilitate
ferry service, but will better integrate ferry operations with other
modes of transportation and improve the overall mobility of people
nationwide.

Thank you.
Mr. PETRI. Thank you.
Mr. Rahall?
Mr. RAHALL. No questions, Mr. Chairman.
Mr. PETRI. I appreciate your testimony. I happen to represent a

District that is linked to Michigan by the "Badger," one of three
ferries that was purchased by a private individual in Ludington. I
think the railroads had operated a ferry service for a number of
years. It appears to be quite successful.

Mr. JACOBSON. Yes. It's a member of our organization.
Mr. PETRI. In our region-and we're hoping he expands. I think

there is some possibility. I know he has been considering it.
In our region we used to be served by, I guess in the summer,

especially, wonderful passenger ship or ferry service that would go
from Cleveland and Detroit and Chicago up to Travers City all
through the summer, and out here I've learned, reading about the
life and times of Louis Brandeis, there used to be a wonderful over-
night service from Boston to Manhattan. You'd get on in downtown
Boston, have dinner, and go to bed, and get up in the morning and
do your business in New York, and then take the boat back the
next day.

It seems that some things haven't gotten better in this world;
they've become a little more hectic and less civilized, I guess.

Mr. JACOBSON. Yes.
Mr. PETRI. Do you sense a possibility for growth in the ferry

business in recreating some of these sorts of services, or are planes
and cars going to continue increasing their market share?

Mr. JACOBSON. Well, there is growth in the cruising sector or the
excursion sector of our industry, which I would say the latter serv-
ice that you mention falls within, but the real growth in ferries
tends to be in the much shorter haul, and generally in urban areas.
We see a big boom right now.

The service that I represent, which is very similar to the Wash-
ington Island service in your State, serving a remote community,
that's been there for many years-Washington Island. So has the
one on Shelter Island. But where we see major growth is in metro-
politan areas. In New York there are all sorts of services that are
coming in that are relieving the congestion in the highways and
also in the rail systems, bringing commuters into the city, and
that's a major growth area.

Mr. PETRI. There seems to be renewed interest. I think in Lon-
don they are talking about using the Thames for much more mass
transit because the rest of the city is kind of full, I guess.

Mr. JACOBSON. They have done that, though that's one area,
when I was aware of it a number of years ago, where it required
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some extensive subsidy, operating subsidy to operate it. Most of the
ferries that we find-where there is money needed, it's the start-
up, but we tend to operate on our rates, which is a unique part of
the transit industry.

Mr. PeTRI. Yes. Well, we thank you both for your testimony, and
we look forward to getting your continuing input as we move for-
ward with reauthorization of ISTEA.

Thank you very much.
With that, this hearing is adjourned.
[Whereupon at 1:00 p.m. the subcommittee was adjourned, to

reconvene at the call of the hairr]
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Statement of Robert Boylan
General Manager

Central West Virginia Transit Authority
Clarksburg, West Virginia

Before the

SURFACE TRANSPORTATION SUBCOMMITTEE
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COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
U.S. HOUSE OF PRESENTATIVES

Mr. Chairman, -members of the Committee, My name is Robert Boylan.
I am Vice-President of the West Virginia Public Transit Association
and the General Manager of The Central West Virginia Transit
Authority, a Section 18 operating property located in Clarksburg,
West Virginia.

I am pleased to join CTAA, Mr. Rapheal, and Ms. Kopke in sharing
with you the concerns and experiences of not only the transit
community that I represent in West Virginia, but also the hundreds
of small urban and rural transit systems across this country, as we
embark on these important hearings concerning the reauthorization
of ISTEA.

Mr. Chairman, the transit community is quite aware of the
competition for federal funding in these times of deficit
reduction. The battles of the past years have taken their toll on
small urban and rural transit providers, and in many cases the
communities and the transit infrastructure have suffered. Many
implementations, such as the 1) American's with Disabilities Act:
2) PTA's Drug and Alcohol Testing Regulations; 3) ICC Insurance
Requirements; 4) an aging vehicle fleet and facilities; 5) an
increased demand for services, as a direct result of the federal
deficit reduction policies and decisions, have challenged many
providers to make difficult decisions between infrastructure needs
and level of services.

Mr. Chairman, I congratulate you and your Committee on behalf of
all Small Urban and Rural Public Transportation Agencies for
undertaking these hearings and for your invitation to address this
committee. We hope to provide evidence that the current ISTEA
legislation in providing investment into Public Transportation also
is providing invaluable investment into local communities and
quality of life throughout rural America.
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Protection of O-eratino Fundins for Section Is PrograM
(Section 5311)

While the current ISTEA legislation has provided a growth in the
rural transit network in America, it needs to be emphasized that
Section 5311 Vunding is :he Lifeblood of public transit in West
Virginia, as well as in all rural America. The current years USDOT
Appropriation Bill contained a 16.3% reduction in Section 18
funding. This trend cannot continue if there is to be quality
rural public transportation in America. In West Virginia, there
are nine Section 5311 properties that serve 21 Counties (40%) that
depend on Federal operating funds to keep the vehicles rolling. It
is important to keep in mind that the quality of transit service
you are able to maintain strongly affects the investment that you
return to your respective communities. Small urban and rural
systems depend on Federal and State funding for this investment
into their respective communities.

Rural Cogmsitieu Rely on Public Trannportation

As stated in a report by CTAA (Community Transportation
Association of America) in December 1995, titled Transportation and
Rural Revitalization, "as small-town economies shrink, there is a
growing recognition that public transportation in rural communities
is an economic stimulator and a crucial partner in rural economic
development, and that rural transportation services provide much
the same economic benefits that their urban counterparts do.*

We anticipate that the funding levels for Public Mass Transit
will again be evaluated with great detail to justify federal budget
expenditures. In hopes that a more factual picture of the
integration that Public Mass Transit has on the overall Social
needs of rural America I would like to submit to you some transit
facts of The Central West Virginia Transit Authority. It is our
belief that these facts are not only typical of Public Mass Transit
in rural West Virginia but also rural America.

Mr. Chairman, 83% of rural transit riders have no alternate means
of transportation. 82% of these riders are using transportation
services for work, social services, medical appointments or
school/training activities. Only 18% of rural transit users are
using the services for shopping or recreation. 47t of rural
transit users frequent our services 5 times per week and another
35% frequent our service at least three times per week. 61% of
rural transit riders are in an age group of 25-60 years of age and
another 27% is over 60 years of age. 97% of the transit riders are
in an income group of less than $25,000 per year, of which 62% is
in an income group of less than $10,000 per year. It is evident
that mobility is important for economic and personal growth and
that Public Mass Transit in rural America prevents isolation.
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Mr. Chairman, it is our belief from reviewing the facts above
that when the tough decisions and policies are made on "Welfare to
Work" and "Health Care Reform" that a strong infrastructure in
small urban and rural transit can be a crucial and valuable asset
to the success of these programs.

Mr. Chairman, as you can also see from the stated transit facts,
Section 18 funding programs are the means for economic and personal
growth for many citizens of rural America, however, as in West
Virginia, much of rural America still has no existing service.

le-ibilitv of Setion 9 (5307) Funds for -m11 Urban SyAtema under
200.000 in- Poulation.

Mr. Chairman, The West Virginia Public Transit Association agrees
with the proposed Community Tranpportation Assistance Program of
blending the best of the Section 18 flexibility into the Section 9
funding programs. But it also needs to be stated that for Small
Urban properties to exist that Section 9 formula funding needs to
continue. The ability to allow small urban systems the option of
using their limited allocations for either operating or capital
expenditures would allow local decisions makers the abil y to
maximize their resources in areas of greatest needs.

The planning procedures required for the annual Transportation
Improvement Program and the State Transportation Improvement
Program are cumbersome for small urban operators. Section 5307
apportionments should be automatically programmed for "Capital or
Operating" at the MPO level. The Section 5307 Formula Program
should be handled as a Block Grant as was originally intended
without a requirement to specify the capital items to be purchased.

Mr. Chairman, the current acap" on operating assistance has an
unfair impact on small urban public transit systems in West
Virginia and throughout America because if fails to recognize the
relative dependence of different sized transit agencies on federal
assistance. By comparison, the smaller urban and rural transit
systems are at least five to seven times more dependent on federal
funding than the larger transit systems.

The removal of the current cap on smaller urbanized areas and the
blending in of the flexibility of Section 18 formula funding would
have minimal effect of federal funding outlays. It would also
provide an efficient tool in managing the day to day needs of the
small urban transit systems.
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REPEAL QO BCTOzn is(ti) InaRCiTY BUS TINBPORTATzI

Mr Chairman, since its inception only a portion of the funds
earmarked for Section (18i) projects have been used by states.
Under this program, each state was required to set aside 15% of
available rural transit assistance funds exclusively for intercity
bus activities, unless the governor certified that intercity bus
needs of the state were being adequately met. The majority of
these funds remain idle and unused even though rural transit needs
in West Virginia and across America have grown significantly.

It is the belief of the West Virginia Public Transit Association
that Section 18(i) should be repealed entirely or the program
become discretionary rather than mandatory. This would allow for
a Block Grant concept of funding for flexibility and efficient use
of all Section 18 funds for the respective states to best address
and best determine the use of these funds to meet the growing
transit demands.

RELIEF IN ICC-INSURANCE REGULATIONS

Due to the closure and consolidation of small community health
care, educational and related service facilities, many small urban
and rural properties now have to operate in environments in which
the nearest regional health, medical or educational facilities are
across state boundaries. This is true of several small urban and
rural properties in West Virginia and is typical of small urban and
rural properties across America. Due to the Interstate Commerce
Commission requirement that $5 million in liability coverage be
carried for vehicles that travel across state boundaries, many
small urban and rural properties have seen insurance operating
costs nearly double.

We again would like to take this opportunity to state that this
requirement, born under the Bus Regulatory Act of 1982 (BRRA) is
unnecessary and goes beyond the intent of BRRA, which exempts
public agencies and units of local governments. It is clear that
Congress intended the BRRA to apply to commercial bus
transportation engaged in interstate commerce and that
Congressional concern was primarily for the safety of commercial
vehicles.

However, the minimum insurance requirements established by the
ICC have extended to all public transit systems. As a result, many
small urban and rural transit systems have been forced to cease
travel across state boundaries due to the inability to gain the
necessary additional coverage or inability to meet the excessive
costs of such insurance. This requirement inhibits many citizens
in small urban and rural communities quality transportation and
access to needed services.
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It is the desire of transportation providers funded under Section
9, -16 or 18 of the Federal Transit Act to be exempt, from this
requirement.-.

R ELEF r~FR99 CARTER REGULATION FoR SMALL ORM AND RURAL SYSTM

As stated in previous testimony in 1994, policies prohibit the
use of FTA assistance to carry out even incidental charter
operations; Unlike major transit systems, located in market areas
that are served by numerous private carriers, many small urban and
rural transit systems operate in environments free of competition
but are still held captive to these regulations. A direct result
is that many church groups, school children and other civic and
social organizations are being denied service.

For example, the transit systems in Charleston, West Virginia and
Huntingcon, West Vi.rginia operate vintage trolley streetcars that
if a private touroperator in Virginia 'says that they are a
"willing and able" provider cannot be chartered for local events or
by local citizens for wedding receptions, company outings, etc.

Transit systems in West Virginia and across rural America do not
want to compete with private enterprise. By granting small urban
and rural systems relief from this regulation, and allowing
incidental charter services in a 50 to 75 mile service area, the
systems could better serve their respective communities and
generate additional revenues without harming local private
carriers.

C OKCLU8X~

Mr. Chairman, this concludes my testimony. We appreciate your
efforts and cooperation for continued maximum funding for Public
Mass Transit so that we can continue to provide SAFE, QUALITY
transportation alternatives for ECO MUC AND PERSONAL GROWTH. We
would welcome your support for the recommendations that we have
brought forth today, and I will be glad to, try to answer any
questions from members of the subcommittee.
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heads and other chief directing officials of the member transportation and
highway agencies.
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Hr. Chairman, my name is John B. Daly. I am the Chairman of the
Standing Committee on Public Transportation for the American Association of
State Highway and Transportation Officials (AASHTO), and Commissioner of the
New York Department of Transportation.

On behalf of AASHTO, we are pleased to accept your invitation to testify
on issues related to the federal transit grant programs in the context of the
ISTEA reauthorization activities. The material that we are presenting is
based on the "AASHTO Transportation Policy Book" dated June, 1996, a copy of
which is being provided to the Subcommittee; and the AASHTO reauthorization
documents.

To begin with, let me emphasize that AASHTO strongly encourages the
federal government to continue to carry out its long-standing policy of a

federal, state and local partnership with respect to public transportation
financing. Continuing this policy requires federal program funding at current
or expanded levels, and the ability to continue to utilize federal funding for
operations.

With federal funding for highways and transit programs about to expire,

Congress must take steps to ensure that the transportation system will
continue to provide for personal mobility, economic development, international
competitiveness, and national defense.

Our large cities cannot function in a global economy without adequately

financed and efficient public transit systems. To remain competitive, all of
the world's major centers of commerce and industry are investing in new and
improved transit systems.

In assessing future needs for the various modes of transportation as
part of its reauthorization activities, AASHTO estimates that the nation's
transit's systems will require an annual capital investment of $7.9 bilion- to
maintain existing conditions and service levels and to complete service
expansion already underway. Improvements to the system to meet expected

increases in passenger demand would require over $14 billion annually in
capital funding. Currently, only $5.4 billion in capitol funding is invested
by all levels of government. I will discuss more about AASHTO's estimates

after I first provide some background regarding AASHTO's reauthorization
activities over the past two years. Again, AASHTO urges increased funding for
highways and transit, and that the funding be made more predictable.

In November, 1994 AASHTO organized its Reauthorization Steering
Committee to look at a range of issues related to ISTEA and the
reauthorization of the ruition's surface transportation programs. The Steering
Committee divided its work into the following major topic areas:

1. Support passage of the National Highway System;

2. Examine Federal/State/Local Relationships for transportation;

3. Examine and identify funding levels for transportation;
4. Identify and examine unfunded mandates and regulations;
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5. Update the 1988 AASHTO report "The Bottom Line - A Summary of
Surface Transportation Investment Requirements - 1988-2020";

6. Identify and examine planning issues that should be addressed;
7. Revise and analyze environmental issues impacting transportation;
8. Examine international and national economic issues and their

relationship to transportation;
9. Research and Technology issues involving the future of

transportation;
10. Review the ISTEA and develop any proposed changes; and
11. Develop an AASHTO Outreach Program for Reauthorization.

AASHTO has completed work on the major component documents for its
reauthorization efforts, which include the following documents. Again, all of
the documents are AASHTO policy, having been approved by at least two-thirds
of our 52 member departments. These documents include:

1. Transportation for a Competitive America
2. The Bottom Line, Transportation Investment Needs 1998-2002
3. Federalism and Reauthorization
4. Issues in Transporration Planning and Recommendations
5. Environmental Issues and Transportation
6. Innovation for Transportation
7. Alternative Financing Proposals

We have already provided your staff with copies of documents 3 through
7. Documents 1 and 2 are now being edited and printed, and will be available
in a few weeks. At that time we will provide you with copies. We have
attached an excerpt from the "Bottom Line" report for your information.

Throughout its reauthorization work, AASHTO has emphasized the
importance'of the transportation system in meeting a variety of the public's
needs related to the economy, travel, and the many activities that make up the
lives of most Americans. The transportation system, however, is starting to
deteriorate. Transportation agencies nationwide are losing their ability to
keep pace with the system's critical maintenance and reconstruction needs, and
every year they fall further behind.

AASHTO's reauthorizati reports provide four key recommendations:

1. The maintenance needs of the nations's highways and transit systems
outstrip the funds currently available. The 4.3 cents per gallon in
user taxes collected from motorists should be deposited in the Highway
Trust Fund and be spent on our highway and transit systems, rather than
being deposited in the General Fund.

2. State and local governments should be given more flexibility in
determining how, when, and where transportation resources are spent, to
maximize the benefit to mobility, safety, and the environment.

3. Many of the key concepts of ISTEA, such as state and local
cooperation, intermodal planning, and public participation, should be
retained.
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4. Burdensome and unnecessary provisions imposed by ISTEA and earlier

laws should be eliminated or reduced. The National Highway System

Designation Act was a first, and major, step in this direction.

AASHTO's reauthorization reports recognize public transportation

facilities and services as one of the major transportation systems of national

significance. Each weekday, more than 6.8 million commuters use some form of

transit, eliminating the need for more than 1,000 lanes of urban highways.

Millions more Americans use transit to get to school, the doctor's office,

social services, recreational facilities, and other facilities in the nation's

urban, suburban, and rural areas.

Public transportation involves a wide range of services, including local

buses, subways, commuter rail, on-demand services for elderly travelers and

others with special needs, and commuter vans provided by over 500 urban

transit systems and approximately 5,000 rural and specialized systems.

Transit systems have made significant strides to meet many federal

requirements, such as the Americans with Disabilities Act. Yet, federal aid

for transit service has generally declined from the levels provided in the

early 1980's. The U.S. DOT report titled "1995 Status of the Nation's Surface

Transportation System: Condition and Performance" indicates that although

investments have allowed transit systems to keep their vehicles running, they

lack funds to replace vehicles and facilities at the end of their useful life.

The average age of every category of bus and rail vehicle exceeds the industry

optimum level, and a significant backlog of overage vehicles exists. Some

metropolitan areas have invested in constructing new transit facilities, but

the older, heavily utilized rail transit systems face growing needs for

modernization. The rails themselves are usually in good condition, but aging

elevated structures, outdated signal systems and power facilities, and
passenger stations all need improvement.

Continuing investments must be made to maintain the safe operation of

transit vehicles and facilities. Transit services need to be expanded to meet

the federally legislated requirements of the Americans with Disabilities Act

and to assist urban areas in meeting clean air goals. Ever-increasing traffic

congestion, coupled with the inability to add highway lanes in many major

metropolitan areas, leads to a demand for additional transit capacity.

In developing its "Bottom Line" report on transportation investment

needs, AASHTO used as a source document the above cited U.S. Department of

Transportation report "1995 Status of the Nation's Surface Transportation

System: Condition and Performance." As stated above, this report indicates

that significant investment is needed to maintain and improve the nation's
transit system.

State and local governments have already borne much of the cost to

maintain transit condition and performance, at a time when federal transit

requirements have increased and balances in the Mass Transit Account of the

Highway Trust Fund have grown. The states are now reaching their limit. As

shown in the attached graph, overall transit expenditures in constant 1994

dollars have increased from 10.0 billion in 1980 to $15.4 billion in 1994.
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However, this increase is entirely the result of a 270 percent increase in
state and local transit funding to $12.1 billion, as federal transit
expenditures over this period declined 40 percent in constant dollars, to a
level of $3.3 billion. The most recent AASHTO "Survey of State Involvement in
Public Transportation" indicates that state governments provided $4.9 billion
to fund public transportation in FY 1994, compared to $4.5 billion provided by
the federal government for that time period.

Unless the federal government increases its contribution for transit
operating costs by 2002, transit fares in many places may have to double. If
the nation fails to adequately invest in transit, service will deteriorate,
leaving many people without access to Jobs, health care, education, and social
services. Larger metropolitan areas would experience increased traffic
congestion, with negative impacts on local economies.

Not only is it important that adequate authorizations for public
transportation be provided, but also that these authorizations be fully funded
each year. One of the disappointments of ISTEA has been that it promised
higher funding levels for both highway and transit programs, but these
programs were not fully funded during each year of the ISTEA legislation.

AASHTO supports reauthorization of the Transit Cooperative Research
Program (TCRP) because it has been a highly successful program to date.
States should be represented on the TCRP Board, with state representatives
selected by AASHTO. This program, established under ISTEA, has produced
several significant reports of use to transit officials and other decision
makers, and is an important component of ISTEA that should be retained in the
reauthorization.

Another key research and technology transfer component of ISTEA is the
Intelligent Transportation Systems (ITS) effort. AASHTO believes that the
Congress and the Administration should continue to support the ITS effort
because of its significant potential benefits to our nation's highway and
public transportation systems. The ITS program is examining a whole range of
programs of significance to the nation's public transportation systems,
including better ways to provide traveler information, to collect fares in
ways that will allow improved transit operations, and to provide vehicle
locator systems. In addition, there are other highway-oriented ITS research
and deployment systems that will improve the efficiency of operation of
transit vehicles on the highway system.

With regard to ISTEA planning funds, AASHTO recommends the single
administration of the FHWA "PL" and FTA "Section 8 and 26" transportation
planning programs by combining the programs. Combining these two programs
would save in administration costs and paperwork, and would allow greater
flexibility in the use of the funds resulting in the best use and greater
public benefit.

With regard to U.S. DOT field offices, AASHTO recommends that a state-
by-state presence 'a maintained and that these field offices.should provide a
single point of contact for all transportation modes. It is important that
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state offices be retained; they are the key to a successful federal/state/
local partnership. State offices should have more power to act on their own,independent of Headquarters. They should have multi-modal authority. To
provide timely and valuable assistance to the states, these offices must be
well-staffed.

AASHTO supports the language included in the recent NHS legislation thatmakes the management systems, Including the public transportation system
optional. AASHTO believes that the management systems should remain optional
in the reauthorization.

ASHTO urges the deletion from the law of the following public
transportation sanctions included in ISTEA:

1. Repeal 49 USC 18(1) that requires that 15 percent of a state's rural
public transportation funding be set aside for Intercity bus service.
Many states have significant rural transit needs, and need the
flexibility to decide how to best spend these limited rural transit
funds.

2. Repeal Section 9(k) (2) of the Federal Transit Act that limits the
amount of funds available for operating assistance. Otherwise the
flexibility provisions of ISTEA become severely limited.

3. Repeal Section 9(j)(1) of the Federal Transit Act which establishes
a 1/2 of one percent threshold of the current fair market value of
rolling stock for associated capital maintenance items which are
eligible for 80 percent federal share funding.

4. Repeal the 23 CFR 450.318 requirement for Major Investment Studies
(HIS), and use existing long-range planning activities and the NEPA
processes to meet the intent of the HIS.

We look forward to working with the Committee to discuss these issues
and stand ready to provide information which would be of assistance to theCommittee as it moves forward in the legislative process. Executive Director
Francis B. Francois and the ASHTO Staff are available to respond to any
further requests from the Committee.

Mr. Chairman, this concludes our remarks. Thank you for the invitation
to present our views, and we will be pleased to respond to questions now, or
in writing later.
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PREFACE

The future of our national transportation system is at a critical juncture.

Use of our maturing transpotafion system has never been greater, and continued growth in
demand is a certainty. Failing to accommodate that demand will threaten our ability to compete in
the international marketplace and damage our nation, jeopardizing jobs, economic stability and
quality of life.

Congress has entered a glide-path for achieving a balanced budget by the year 2002 and, as
a result, has placed all federal-aid programs in intense competition for dwindling resources and has
proposed progressing reductions in total federal transportation funding.

Against that backdrop of change and uncertainty, the Internodal Surface Transportation
Efficiency Act will expire in 1997 - leaving Congress to address the who, what, when, where and
even why of federal involvement in transportation.

- Looking toward the development of the next federal surface transpMtion legislation, the
AASHTO Board of Directors in November, 1994 began the development of its recommendation on
future programs.

This report is a key component of that work, an assesimentof the total investment needs for
all modes of surface transportation in the public sector.

This report is intended to serve as a "bottom line" assessment of investment needed to meet
the competitive demands of the next century. t estimates investment needs for all modes of
transport in the public sector and represets the best available federal, state and local analyses. The
report relies on the data presented in the 1995 report to Congress by the U.S. Department of
Transportation tided The Statu of the Nation's Surface Transpormtion System: Condition and
Pedromance.

The first section of this report addresses the main surface tn rtton needs areas -
highways, bridges, and transit A separate section discusses other surface modal sectors such as
intercity rail passenger services, as well as non-surface modal sectors including waterbome and air
travel needs.

The highway, bridge and transit estimates are AASHTO's estimates of national investment
needs. The estimates for the other modal areas - intercity rail, water and air- are to establish a
context for the national surface investment needs, provide a sense of the scale and to develop a bas
of discussion for upcoming legislation.

These studies reflect public sector needs only. No estimates of private sector requirements
are included. The central elements in public investment, of course, are the rights-of-way over which
both private and public fleets operate. This includes highways of all kinds (excluding only private
roadways), transit rights-of-way, waterway facilities and airways. Excluded are all rail rights-of.
way of America's private railroads and the pipeline system and associated facilities of the private
pilnme industry.
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Key Findings

0 Transportation infrastructure is the engine which powers our economy, employing 1 million
persons, consuming one of every five dollars of total household spending, and accounts for I I
percent of the nation's economic activity. Improvements in transportation efficiency and
productivity are essential to a competitive economy.

* America's transportation system leads the industrialized world, with nearly four million miles of
highways and roads, 109,000 miles of rail, 3,600 airports, 508 urban transit systems, 3,700
commercial water ports, and 200,000 miles of pipelines.

* Transportation investment works! Increased federal, state and local highway investments in the
past decade have produced faster, safer, more efficient and more comfortable commercial and
personal travel. Private and public investments by rail, trucking and logistics firms have reduced
freight transport costs in a growing intermodal network. Though not cheap, the return on
transportation investment is dramatic, paying off more than two to one in economic benefits.

While past investment has stabilized highway deterioration, unless future investment levels are
maintained and expanded, the highway system will soon return to the woeful conditions of the
late 1970's and 80's. Congestion will worsen on "saturated" highways; many miles of highways
will slide into "poor" pavement conditions; and the thousands of S0's and 60's built bridges
approaching the end of their useful lives will go unrepaired or replaced.

The passage of ISTEA promised a significant federal reinvestment in transit infrastructure,
which has not been fully realized. State and local governments have born the cost of maintaining
transit conditions and performance, at a time when federal mandates have increased and the
balance of the Mass Transit Account has grown. Increased investment in public transportation is
essential to provide the balanced transportation necessary for the nation's economy and mobility.

Highways

* Congestion damages air quality, increases travel times, and costs an estimated $43 billion

annually in delays in the country's 50 largest urban areas.

* To maintain today's pavement quality, 100,000 miles of highways must be renewed every year.

* While significant progress has been made in improving bridge conditions, over 13,000 bridges
on the Interstate, 36,000 on other arterials, and over 4S, 000 on the collector system are in
deficient condition.

* The U.S. Department of Transportation, in its 1995 assessment, reports that while highway
conditions have improved in the last decade, a bigger highway investment challenge is on the
horizon.
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* To address the nation's overall highway needs from 1998-2002, the following funding is needed
(in 1993 dollars):

Maintain Current Physical $148.5 billion
CondkiOn

i'Iaintan Current Capacity $1152 billion
ierformwce

Total to Maintain Current $263.7 billion
Conditions

Improve Current Physical $69.5 billion
Condition

Improve Current Capacity $24.3 billion
Performance

Total to Improve Current $93.8 billion
Conditions

Combined Total All Needs $357.5 billion

Resources are available to make the investment needed to maintain our current highway system,
if we so choose.

Continue Present Levels of State/Local Funding $115 billion

Continue ISTEA Levels of Federal Funding 95 hill6ion

Total program level possible: $210 billion
Options:

Increase Federal funding by using the full
resources of the Highway Trust Fund S120ill1ion

Total program level possible: $235 billion

Increase Federal funding by transferring to the
Highway Trust Fund the 4.3 cent federal fuel tax
now being used for general purposes S1 55 billion

Total program level possible: $270 billion
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Only if state and local funding is continued, the balance of the Highway Trust Fund is fully used,
and the 4.3 cent per gallon federal motor fuel tax now supporting general federal programs is
placed in the Highway Trust Fund and fully deployed, will resources be sufficient to maintain
current highway conditions.

Any reductionefrom this basic funding level will result in deteriorating highway conditions and
untold costs to the long-range future of the American economy.

Highway user fees should be used for transportation purposes, not siphoned off for other general
fund uses.

Transit

* Unlike highway investments, the increase in transit capital investment of the past decade has
been provided entirely by state and local governments. While vehicle conditions have been
maintained, the backlog of overage vehicles and other infrastructure needs has grown, while the
balance in the Mass Transit Account has accumulated.

S The U.S. Department of Transportation, and an independent analysis by AASHTO demonstrate
the magnitude of today's transit needs:

In the past decade, 3,000 additional bus and rail vehicles have passed their useful life,
but remain in service;

To maintain 1993 physical conditions, replacement of 13,800 buses and 505 rail cars is
needed annually, at a cost of $2.7 billion. Another $2.0 billion is needed annually in
infrastructure construction and repair.

To maintain current performance, $2.9 billion annual additional investment is needed for
additional vehicles and for new or planned fixed guideway systems.

To eliminate the backlog of physical improvement needs, meed federal guidelines, and
bring transit facilities in good repair, an additional $2 billion is needed annually.

To improve performance and serve under-served areas, an annual increased investment
of $3.0 billion to $4.5 billion is needed.
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Assuming that the successor to ISTEA will be a five-year authorization for federal transit
programs, the following are average investment requirements that would be necessary to address
national transit infrastructure needs over the 1998 to 2002 period, in 1993 dollars:

Improve Current Physical $10.5 billion
Condition

Improve Current $22.5 billion
Performance

Total to Improve Current
Performance $33.0 billion

Combined Total of
All Needs $72.5 billion

S Again, resources can be made available to begin to meet the nation's transit investment needs.

Continue Present Levels of State/Local Funding

Continue ISTEA Levels of Federal Funding

Total program level possible:

Options:

Increase Federal funding by using the full
resources of the Highway Trust Fund

Total program level possible:

Increase Federal funding by transferring to the
Highway Trust Fund the 4.3 cent federal fuel tax
now being used for general purposes

Total program level possible:

$14.5 billion

$27.0 billion

S243 billion

$39.0 billion

S31.0II

$45.5 billion

Maintain Current Physical $25.2 billion,
Condition

Maintain Current $14.4 billion
Performance

Total to Maintain Current
Conditions $39.5 billion
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* Continued state and local funding, full use of Mass Transit Account funds, and the use of 20
percent of the revenues of the 4.3 cent fuel tax will allow the nation's transit systems to maintain
current condition and performance, and to address half of the $10.5 billion backlog of unmet
Sphysical needs.

Continued federal support for transit is essential. Recent cuts in transit operating assistance (44
percent reduction in 1996, from $710 million to $400 million) Wave undermined the ability
transit agencies to make needed capital improvements, shifting a financial burden to the state and
local level.

6
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TESTIMONY

Louis J. Gambaccin
General Manager

Southeastern Pennsylvania Transportation Authority (SEPTA)
Before the Subcommittee on Surface Transportation

House Committee on Transportation and Infrastructure

June 18, 1996

Mr. Chairman, members of the subcommittee, thank you for the opportunity to appear

here today in defense of a balanced, intermodal and truly national transportation

system. I serve as general manager of one of the nation's largest and oldest mass

transit properties.

In the City of Philadelphia and its surrounding suburban communities, the system I

manage, SEPTA, receives broad bi-partisan political support. That is not to say that

we don't have our problems or differences of opinion, but it is to say that people across

the political spectrum agree that public transit is part of the fabric of our economic,

social and cultural lives.

38% of the people who live in Philadelphia do not own an automobile. When they go

to the doctor, go to school, go shopping or go tc work, they take public transportation.

Those who live in our suburban communities use transit every day to get to work.

Philadelphia without public transit would be a city which literally would not work.

Public transit in Philadelphia, as elsewhere, is an essential part, but nonetheless only

part, of our transportation network. I did not come here today to boost the interest of

mass transit at the expense of highways or other modes of transportation. In the face

of shrinking federal investments, it is natural for us to come here and express a prudent

concern about the future of federal support. But, to the extent that that concern comes
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out sounding like we are playing beggar thy neighbor, perhaps it is ultimately self-
defeating.

People and goods move in, out and around the Philadelphia region by all modes of
transport. Many use our airport, but they have to get to the airport by auto or train.
Many use our port, but trucks and trains need access to our port. You can be riding a
SEPTA train in Philadelphia while observing those moving around Philadelphia on
Interstate 95.

When one part of our system breaks down, it has vast implications for the other parts.
We see this most starkly during times of crisis. Last winter was tough on everyone,
but it was particularly tough on those who rely on our roadways. When our roadways
could not work due to the weather, SEPTA's regional rail, subway and elevated trains
kept right on trucking and, quite literally, kept our region at work.

In addition to the weather, on March 13, 1996, 1-95 was closed due to a fire and, once
again, public transit came to the rescue.

I've heard it said far more than once that there is no national interest in mass transit
and, presumably, that there should be no national investment. I wonder if the people
who say such things have thought about what it would be like to travel between
Washington and Boston if there were no mass transit or intercity passenger rail service
in Washington, Baltimore, Philadelphia, New Jersey, New York and Boston. I would
submit to you that the trip would take a lot longer that it does today.

Safe, reliable and efficient mass transit service relieves vast amounts of pressure from
our regional roadway system and makes an intermodal system work. To say that there
is no national interest in mass transit is tantamount to saying that the federal
government has no interest in the economies of our major cities and the people who
live in them and around them and that there is no national concern for the efficient
movement of goods into, out of and around major centers of employment, commerce
and trade.

I've spent 40 years in the transportation business, most of it in points along the
Northeast Corridor. I have managed policies and projects impacting highways,
bridges, airports, ports, subways, buses and commuter trains. I know the network, and
I know it is interconnected. It would be foolish for anyone to suggest that the federal
government could or should withdraw its interest from the interstate highway system
serving the Northeast Corridor. It is equally foolish to suggest that a federal
abandonment of mass transit is possible or in any way reasonable.

At SEPTA, we are struggling to close a $75 million budget gap. We are looking at
painful alternatives. All the painless alternatives have long since been exhausted. It
appears at this juncture that this year we will not see a repeat of last year's $600

,mmm,, m=
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million cut in federal mass transit capital and operating assistance. Nonetheless, we are
closely watching the federal funding arrow and we do not see it pointing up.

The reauthorization of ISTEA in 1997 is absolutely critical for mass transit. The
fundamental principles of ISTEA were sound; in fact, they were a welcome departure
from what preceded them. Not all of the promises of ISTEA have been kept, largely as
a function of the failure to fully fund those promises. ISTEA has its imperfections, but
the basic philosophy of allowing local decisions to be made locally while involving a
far broader array of stakeholders than were involved prior to 1991 is sound and should
be perfected but not fundamentally altered.

Critical to systems like SEPTA is the retention of a commitment to the older transit
systems in our major urban areas. These systems, unlike those built since the creation
of the Federal Transit Administration and its predecessors - in other words those built
without benefit of federal assistance - continue to play catch up with the disinvestment
which preceded their takeover by public authorities.

Recently, a couple of members of the staff of this subcommittee had a chance to see
first hand the rehabilitation job we are doing on our rail system. They saw what we
have accomplished with the assistance of the rail modernization program and also what
we have yet to do. The retention of a predictable formula allocation of federal rail
modernization funds is critical to SEPTA's ultimate success.

Mr. Chairman, what our nation needs is a balanced Uasportation network with
efficient interconnections between all modes. Highways are surely a big part of that
network and so is mass transit. Fully realizing the promises of ISTEA will enhance
balance in the system. Retaining a reasonable ratio of federal highway to transit
investment is essential. Fundamentally, delivering resources to localities and
perfecting the process by which local needs are derived locally should be the mission of
the next ISTEA bill.

Thank you for the opportunity to testify and I look forward to your questions.
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1996 STATEMENT OF

ROBERT N. HERMAN

ADVOCACY ATTORNEY

PARALYZED VETERANS OF AMERICA

BEFORE THE

SUBCOMMITTEE ON
SURFACE TRANSPORTATION

OF THE HOUSE COMMITTEE ON
TRANSPORTATION AND INFRASTRUCTURE

CONCERNING

REAUTHORIZATION OF THE

INTERMODAL SURFACE TRANSPORTATION
AND EFFICIENCY ACT

JUNE 18.1996

Chairman Petri, Ranking Minority Member Rahall and Members of the House

Subcommittee on Surface Transportation. Paralyzed Veterans of America (PVA) Is

honored to be here today to present our views on the reauthorization of the Intermodal

Surface Transportation and Efficiency Act (ISTEA). PVAs members are all veterans of

this nation's armed forces with spinal cord Injury or.disease, the vast majority of whom

use wheelchairs for mobility. For our members and other people with disabilities, an

accessible and efficient public transit system is critical to the ability to participate in

community, civic and social activities.
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PVA recognizes that all of the purposes of ISTEA must be achieved. One of the stated

purposes is mobility for Individuals with disabilities. As this Subcommittee prepares to

deal with this reauthorization, we urge you to keep in mind that people with disabilities

want access to the same system as the general public. People with disabilities worked

for many years for access to mass transportation. Since passage of the Americans with

Disabilities, we have greater access than ever before. But access absolutely reflects

the quality of the system. Strong public transit systems mean improved access; weak

systems have inferior access. Public transportation must be efficient, economical and

convenient for all citizens, and accessibility must be an integral component. ISTEA is

key to enabling transit agencies to provide that quality service.

PVA urges this Subcommittee to continue on the course set by the 1991 enactment of

ISTEA. The flexible funding provisions are critical to its successful implementation. For

instance, funds from the Surface Transportation Program may be used for public transit

projects, as determined by the local planning process and with input from local users.

This flexible use of funds from a variety of sources is essential to achieve the stated

goal of improving the welfare and vitality of American society.

PVA also requests that you consider providing further flexibility within existing mass

transportation funding programs. Transit operators should be afforded the flexibility to

use capital project funding if necessary to meet transportation needs that have
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traditionally been funded through operating assistance funds, for Instance, costs

associated with the provision of paratransit services.

As public transit agencies fully implement the Americans with Disabilities Act, they have

encountered a problem that had been anticipated during passage of the Act. Human

service agencies that provide non-emergency transportation to their clients, e.g.,

Medicaid trips, have turned to local transit providers to now transport many clients who

may be eligible for ADA paratransit services. The funds that previously had been used

by the human service agency are rarely transmitted to the public transit provider. The

funds have not followed the client even though the demand for this type of paratransit

service has Increased. PVA asks that, in this reauthorization process, Congress

stipulates that agencies that receive funding from any federal source for non-emergency

transportation participate in the cooperative transportation planning process and the

design and delivery of paratransit services. In this manner, transportation services

necessary to many people with disabilities can be provided in an efficient and fiscally

responsible manner.

We further urge this subcommittee to authorize the highest possible funding levels for

formula and discretionary grant programs. While funding commitments among

transportation modes must be balanced, mass transportation is of particular importance

to people with disabilities. Sufficient funding is, of course, crucial to "enable mass

transportation systems to continue providing vital transportation service." Funding

decisions must take Into account the transit needs of people in urban, small urban, and
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rural areas, and be authorized accordingly. Federal legislation was necessary to

establish the right of people with disabilities, particularly those who use wheelchairs, to

use public transit. Do not make that right meaningless by failing to provide funding

sufficient to enable transit systems to provide affordable, efficient, convenient and

accessible service to all citizens.

Balance must also be maintained in the federal share contributed for transportation

programs. The 80% share for mass transportation capital projects and the 90% federal

share for capital investments for accessibility features must be preserved.

Finally, PVA requests that this Subcommittee continue to support Project ACTION.

Project ACTION, operated through the National Easter Seal Society, has become an

Invaluable resource to both transit operators and the disability community. Its ability to

provide technical assistance, fund joint efforts to Increase accessibility of public transit,

and act as a resource to all involved In accessible transportation is unique. Project

ACTION's work is even more important as the date for full implementation of the ADA

transportation provisions nears. We ask that you recognize the essential work that this

national program performs by reauthorizing it in ISTEA.

Mr. Chairman, we thank you for this opportunity to provide PVAs views on your future

effort regarding ISTEA. The work you do on this reauthorization will have long ranging
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.effects on our members and other people with disabilities. Public transit systems must

provide efficient service to all Americans and Integrate people with disabilities Into those

systems. By reauthorizing a strong ISTEA, you assist those transit systems to achieve

that goal and have the additional benefit of improving the mobility of people with

disabilities. PVA looks forward to continuing to work with you and your staff in this

process.

5
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Executive Summary

As part of the legislation reauthorizing the Intermodal Surface Transportation Efficiency
Act (ISTEA), the Passenger Vessel Association urges that Congress adopt a policy
statement affirming that ferries are an.integral part of our nation's system of
transportation, especially in corridors where fixed alternatives are not feasible or are
overcrowded, and encouraging transportation planners at the federal, state and local levels
to recognize, encourage and utilize ferry operations where such service is viable.

Toward this end, Congress should:

* direct transportation planners to incorporate ferry service, including private ferry

service, into regional transportation plans where such service is viable;

- * encourage Metropolitan Planning Organizations to encourage private ferry applicants to

work with public sponsors to access ISTEA funding and support;

* encourage private control of publicly funded vessels aizd terminals through long-term

leases or other mechanisms;

* encourage public entities to utilize the resources of private ferry operators by entering

joint ventures with private operators or by contracting out routes and services that might
otherwise be served by publicly owned ferries;

* permit a flexible application process for ferry applicants for ISTEA funding that

recognizes that ferry service can be Implemented quickly and the application process
should be commenserately responsive.



Mr. Chairman. My name is I. Bernard Jacobson. I am General Manager of the North
Ferry Company which serves Shelter Island and the north fork of the eastern end of Long Island,
New York. I am pleased to be here today representing not just my own company, but also the
Passenger Vessel Association, and particularly its Ferry Council, which I chair. Founded in
1971, the Passenger Vessel Association is a national trade association representing the owners,
operators and suppliers of U.S. flag passenger vessels. Members of our 500 member association
operate dinner and excursion boats, overnight cruise vessels, private charter yachts, and gaming
vessels as well as the car and passenger ferries which I am particularly pleased to be speaking on
behalf of today.

We appreciate this opportunity to share ourviews on the state of the ferry transportation
system in the United States, its role in the transportation infrastructure of many communities and
its requirements if it is to expand into the future and address what many transportation planners
now see as an overlooked opportunity to make the most of nature's own highways.

The Nation Needs Ferries

Ferries are a critical component of public transportation in many American communities.
Both publicly-owned and private ferries provide vital intermodal services by carrying passengers,
automobiles, buses, and trucks in locations where heavy infrastructure alternatives are
insufficient or impractical. Often ferries serve as the virtual lifeline for island communities. In
other cases, people who live far from the nearest ferry may use them as part of their journey to
work, resort, recreation, and naturaI/reas such as barrier islands.

Ferries often provide relief=o other transport modes that are facing severe capacity
constraints. For example, ferry services on the Hudson River are peak period load sharers for
overcrowded bridges and tunnels between Manhattan and other points in the New York
metropolitan area. On San Francisco Bay, ferries divert peak travel congestion from
overburdened bridges. In the State of Washington, ferries bring thousands of people to their
daily jobs from homes on the Olympic Peninsula and the islands dotting Puget Sound. In this
manner, ferries complement rather than compete with other transportation modes, even those
which run parallel.

At a time when highway and rail systems are facing unprecedented demands, when
growing populations and a growing desire and outright need for mobility are straining the
capacity of our existing transportation system, and when budget constraints challenge both,
ferries are positioned to become an ever more important and popular mode for the traveling
public. As such, ferries should be recognized as part of the national transportation network. They
should be included in the National Transportation System. They should be more visible in
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Metropolitan Planning Organization (MPO) activities. And, they must be part of a flexible
funding strategy which is regionally based, and recognizes the important service provided by
both public and private systems.

Innovative Water Transportation Planning - Public and Private

Recent studies have identified key trends in newer ferry systems that will influence
choices made in start-up or expanding ferry services, as well as modal choices made by travelers
and cargo shippers. Joint efforts by private operators and local governments have resulted in
highly successful innovations by ferry operators in many urban areas. Local governments have
assisted with market analyses, intermodal planning, and grantsmanship to encourage private
sector initiatives that would have failed without public cooperation. The result can relieve public
pressure for expansion of less efficient publicly-owned land-based transit modes. The
successful Hoboken (NJ)- Battery Park City (NY) trans-Hudson ferry exemplifies an ideal
partnership of public (Port Authority of NY & NJ) and private (New York Waterway) interests.
The Hoboken ferry was created as an integral element of trans-Hudson vehicle and rail transit
river crossings. Most importantly, its success as a self supporting enterprise has spurred similar
ventures elsewhere in the New York/New Jersey area.

Increasing Roles of Recreation and Tourism

Riding ferries is a consistently appealing and popular form of travel. The public
demonstrates that riding boats is inherently enjoyable, even when going to work. Ferry systems
that were designed principally for peak period use are now expanding into off-peak seasons and

times of operation. Adapting schedules to accommodate and attract recreational and tourism
users has increased revenues that are essential to maintain year-round daily service. This is

particularly useful for publicly-owned commuter services that might otherwise require subsidies.

New Ferry Systems Are Tailored to Specific Local Conditions

New systems are designed for two types of local conditions:environmental and market.

The environmental factors affecting vessel and terminal design are climate, navigational
requirements, and waterway conditions. These include rainfall, winds, air t, tides,

currents, waves, water depths, obstructions, and other traffic - both afloat and ashore. Market
demand factors can be met by varying design and operating characteristics of the route such as

speed, time between trips, operating hours, intermodal schedule coordination, capacity, comfort,

weather protection, reliability, and fare structure.

The Role for Public Support of Ferry Services

The Intermodal Surface Transportation Efficiency Act (ISTEA) funding has been a very
successful means to provide public financial encouragement to few systems. Secretary of

Transportation Pena has reported that in FY 1996 $14.9 million was allocated in ISTEA funds

for ferries in 17 states. ISTEA has been the seed for establishing new waterborne services and
improving existing routes used to move people and freight throughout the country. These funds
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have been made available to public and private entities through partnerships with state

Departments of Transportation, planning organizations, port authorities, and local governments.

First Six Years of ISTEA

Federal Highway Administration programs, such as discretionary ferry funding, have
been used for the construction of ferry boats and terminal facilities that are owned and operated
by public entities or operated by private companies. While many successful projects have been
completed, we question the wisdom of ISTEA grants for the restoration and refurbishment of
museum vessels which may never get underway or which, if they do commence waterborne
operations, compete with newer vessels built to meet a specific transportation need.

The Surface Transportation Program (STP) and the Congestion Mitigation Air Quality
(CMAQ) programs are locally flexible in that they have been used to fund ferries that carry
passengers only or those that carry motor vehicles as well as passengers. In the first instance,
ferries act as a key element in the total transit link. In the latter case, these vehicle transporters
act as an extension of the highway system. As explained below, ferries provide transportation
functions that can be classified as essential, complementary, or optional - according to the areas
served and alternative transportation modes available.

Federal Transit Administration programs, such as in Sections 3 and 9, also been used by
public and private ferry operators for capital investments as well as for planning and operating
expenditures. With both agencies' programs, there is active involvement by public agency
planners and budgeteers.

The Nation Needs Private Ferries

A recent study for the Federal Transit Administration identified 72 publicly-owned ferry
companies in domestic U.S. service serving 128 strategically located routes, as well as 96 private
companies serving 134 more routes. In other words, substantially more than half of all ferry
operations in the U.S. today are privately owned. In order to expand private investments in ferry
routes, transportation planners need to recognize and encourage these operations, aggressively
incorporating private ferry service into regional transportation plans where such service is viable.
For example, consideration should be given to allowing private sector set-aside options for local
decision makers for assisting service start-ups or expansions. Private applicants with a public
sector sponsor might be allowed greater access to a MPO's planning process.

Private control of publicly funded vessels and terminals through long term leases or
other mechanisms should be encouraged. As part of the ISTEA reauthorization, transportation
planners should be encouraged by Congress to stretch constrained budgets by utilizing the
resources of private operators, by entering joint ventures with private operators or by contracting
out routes and services that might otherwise be served by publicly owned ferries,, Such a policy
is consistent with the privatization efforts underway throughout the government, affecting many
services and programs. In addition, lengthy and inflexible application processes should be
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reviewed in recognition that ferry services can be implemented quickly and the public sector

should act at the same pace.

Need for a National Ferry Policy

Private ferry operators'are ready and willing to step forward to play an increased role in
the country's transportation infrastructure. An important first step toward this end would be the
adoption by Congress, as part of the legislation reauthorizing ISTEA, of a policy statement
affirming the important role of ferries in the national transportation system of the future. This
national policy statement would acknowledge that land-based passenger systems are facing
unprecedented demands. Growing populations and growing desires for mobility are straining the
capacity of our existing transportation system. Budgetary restrictions require our nation to
satisfy travel demands with careful planning. Since ferries are an increasing important
component of the transportation system, they should be includI d in national transportation
planning efforts.

The development and acceptance of a national ferry policy would raise the visibility of
ferries and help insure that the role of ferries is understood and included in the process by
transportation planners and government officials. Currently, any ferry policies which may exist
have been developed on an ad-hoc basis by state and local jurisdictions to meet specific service
needs. These jurisdictions are widely separated by geography and lines of authority. A national
policy statement will help break down such barriers.

The following six objectives are proposed for a national ferry policy:

* Declaration that ferries are an integral part of the national transportation system;

* Recognition of ferry industrys responsiveness to market demands;

* Encouragement for efficient use of ferries as a transportation resource;

* Classification of ferry services by transportation function;

* Maint.nance of safety;

* Coordination of research.

Declaration

Ferries are an integral part of our nation's system of transportation, especially in corridors

where fixed alternatives are not feasible or are overcrowded. As such, public an4 private ferry
services should have access to funding on an equitable basis with other modes. When new

services or capital expenditures are considered, water transportation alternatives where available

should be considered.
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Market Demand for Services

Ferries have unusual flexibility to satisfy rapidly changing demands for service. Needs
can be met by varying vessel and terminal designs as well as characteristics of the route such as
speed, time between trips, operating hours/days/seasons, intermodal schedule coordination,
capacity, comfort, weather protection, reliability, and fare structure.

Efiiciency

Ferries provide efficient transpofton alternatives in many situations. In some cases,
ferries may be the only reasonable choice. Ferry operations are advantageous for the following
reasons:

* Ferries do not require the constuction of costly infrastructure such as roads, guideways,
bridges, or tunnels - thereby reducing environmental impacts, difficulties in site selection, capital
investment, and time needed for startup;

* Ferries are flexible because vessels and some loading facilities may be shifted to new
locations due to changes in need - thereby not committing investments to specific locations for
long terms;

* Ferries are reducing single-occupancy vehicle travel and reducing traffic congestion, air
pollution, and energy use. Some are relieving overcrowded rail and bus corridors;

* Private funding for vessels and terminals, as well as for operations, can reduce the need
for public investment and management;

* Ferries serve rejuvenated waterfront development locations that land modes often serve
inadequately;

* Ferries are available for emergency relocation and use in the event of disasters affecting
other modes such as bridge and tunnel closings or during momentary disruptions.

It is particularly important to develop efficient intermodal connections at ferry terminals
to maximize the use of the passenger-carrying capacity of the vessels.

Transportation Functions

Ferries can be classified according to the basic transportation function they perform. By
considering the areas served and the alternative transportation modes available, the role of a ferry
route in a regional transportation network can be classified as essential, complementary, or
optional. They also provide an overlay of recreational service.

An essential ferry route provides year-round service to islands or other water-isolated
locations which can not be reached by road, bridge, or tunnel. They are often publicly operated
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and supported by state or municipal governments as integral, components of their transportation
networks. These ferries serve as marine highways to offshore communities and provide
passenger, vehicle, and freight transfer.

A complementary ferry route provides substantially shorter time and distance trips than
alternative highways, bridges, tunnels, or railroads. They are load sharers during congested peak
travel periods. They generally operate year-round and are often used for daily commuting.
They are more likely to be privately operated and are closely tied to serving traffic demand
patterns.

An optional ferry route is parallel to land-based alternatives but offers one or more
benefits such as trip time, cost, amenity, or reliability. Many are publicly owned or subsidized in
order to relieve pressure on overland commuter routes.

Safety

Requirements for safety should be paramount in the national policy. While the U.S.
Coast Guard has successfully filled this role, a review of the special needs of ferry operations is
needed.

Research

Since ferry operations nationwide are challenged with similar problems such as
internodal connectivity, common interest in such research topics justifies national interest and
support. In addition, a means to exchange solutions to local problems needs to be developed.
The new Transportation Research Board ferry transit committee could provide a forum for this
exchange.

Summary

Ferries are an important and unique component of today's transportation system. A
broader basis for public financial support and recognition, as well as a national ferry policy are
needed so that economic, safety, and efficiency issues may be addressed in a coordinated manner

by public and private organizations. These improvements will not only help facilitate ferry
service, but will better integrate ferry operations with other modes of transportation and improve

the overall mobility of people and freight.
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Mr. Chairman my name Is Al Kerth and I am Executive Secretary of Civic Progress, a
group of St Louis based companies Including Anheuser-Busch, General American Life,
McDonnell Douglas, Monsanto, TWA, and twenty-two other companies which recently
endorsed an effort called the Livable Communities Campaign.

The Livable Communities Campaign Is a national coalition of business and civic
leaders who am dedicated to sound community planning and effective transportation
policies. Its members believe our economic future and quality-of-life depend on
sustainable growth and the efficient movement of people and products.

This national strategy Involves the principals of local control and flexibility embodied in
ISTEA. A primary goal of The Livable Communities Campaign is the reauthorization by
Congress of ISTEA In a manner that ensures adequate funding levels for new rail starts
and bus expansion, preserves the Involvement of local officials in transportation
decision making, and Increases economic activity.

As we approach the 21st Century, many communities in the United States are at a
crossroad. They are poised for new growth but restrained by poor infrastructure and
Inadequate funding. Areas that are flourishing have used coordinated transportation
policies to produce more livable communities - where economic activity booms. ISTEA
has promoted and supported such sustainable growth und Its flexible funding program
and CMAQ (Congestion Mitigation Air Quality) and emphasis on multi modal and inter-

modal program, have proven to be important tools that must be retained in the
NEXTEA.

The tremendous success of our own St. Louis Metro Link light rail which is averaging

40,000 daily riders, way above the 13,000 originally projected, has been a major
bermficlary of these 1STEA features. These 40,000 riders are helping greatly to reduce

congestion on our highways and contribute to lowering air pollution. This is especially

important since it appears likely that St. Louis will become a 'serious non-attainment
area' this summer. The members of CMc Progress are determined to promote the

expansion of Metro Unk and to continue the public-private partnership It has forged In

the St. Louis community.

We have been asked by many why our ridership is so much higher than projected.

There are In my opinion many reasons, some of which Include the fact that Metro Unk

provides a quick, inexpensive form of transportation connecting numerous work
centers, cultural centers, tourists attractions and transportation centers. White and

blue collar workers alike have found Metro Link surprisingly convenient and therefore
are using it in far higher numbers than we ever hoped. Ma.y business executives, for

example, put a half day In at work leaving their car downtown at the office taking Metro

Link to the airport for a business trip. Since Metro Link ties together three college
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campuses, students are also heavy users. Likewise tourists make heavy use of Metro
Unk since It links together so many tourist sites, for example Union Station, Jefferson
Memorial, the Art Museum and the Zoo, all three major sports complexes, as well as
the Gateway Arch and the Covention Center.

The pro-active local role being taken by the 27 Civic Progress member companies in
promoting the expansion of Metro Link and in advancing the agenda of the Uvable
Communities Campaign, is directly tied to the re-authorization of ISTEA. This is one of
the reasons the Livable Communities Campaign is strongly supporting the New Start
Working Group which organized todays testimony. it is critical that the Congress
provide authorization and funding for an aggressive new rail start program.

Specilically, as evidenced by the success of Metro Link, new rail starts serve as
magnets for economic investment and are uniquely capable of transporting the volumes
of people necessary to make those investments viable. Kiel Center, the new Blues
Hockey arena, Is located on the Metro Link line. The location of the new TWA dome,
home of the Rams, was partly chosen due to Its proximity to two Metro Link stops.
Metro Unk and our carefully Integrated bus system transport at least twenty-fv
percentof the fans to baseball Cardinal games as well as Blues Hockey and St. Louis
Rams football games.

Each weekend Metro Unk transports thousands of tourists to the Jefferson National
Expansion Memorial (Gateway Arch) and our many riverfront attractions. During last
July 4th, Metro Unk carded over three million passengers over the three day
celebration.

The economic vitality of our urban cores is directly tied to a good transportation system.
A mvor factor in TWA's decision to locate Its headquarters In downtown St. Louis was
the 25 minute $1.00 dollar no hassle ride Its employees and executives could take to
La~befAkpor

Our local chamer of commerce, the RCGA, Informs me that when they pitch St. Louis
to companies looking to expand or re-locate, our transportation system is always a
mjor sling point.

In concluding Mr. Chairman, I am pleased to join my other colleagues here this morning
In endorsing the basic principals for the re-authorization of ISTEA we have collectively
outlined and would be pleased to respond to any questions committee mentmrs may
have.
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STATEMENT ON STEIA REPAUTHORIZATION

Mr. Chairman, Members of the Subcommittee, my name is Taunya Kopke. My

organization, Community Resource Group, Inc., is a non-profit which provides public

works management and consulting services for small cities and rural areas throughout the

south.

I

Zr

I have been responsible for community transportation services since 1986. The

Ozark Regional Transit (Ozark) system has been providing rural transportation in four

northwest Arkansas counties since 1975. It has provided urban transit service in the

Fayetteville/Springdale area since 1992. In addition, my organization just two weeks ago

initiated public transit service for the City of Fort Smith, Arkansas, the second largest small

urban area in our state. I am thus testifying from the perspective of a rural and small urban

transit operator.

Ozark operates 32 small buses and vans with over 50 employees in an area with a

population of approximately 250,000. Ozark provides about 280,000 rides a year.

Fort Smith Public Transit (FSPT) began service with 6 mini-buses and one replica

rubber-tired trolley bus. We expect Fort Smith ridership to be about 60,000 the first year.

COMMUNITY TRANSPORTATION IN NW ARKANSAS

Most of our passengers are persons with disabilities, senior citizens, and service or

factory workers. Ozark and FSPT are supported by the Section 18 and Section 9 Federal

Transit Administration programs which, as you know, provide public transit assistance for

rural areas with fewer than 50,000 people and for urbanized areas with fewer than 200,000.

Rural and small urban communities also benefit from the Rural Transit Assistance Program

(RTAP), which provides training and technical assistance.



Our organization operates mostly zone-assigned demand-response transportation,

rather than fixed route service. This means that most of our passengers are picked up at

home, but that others in the neighborhood are picked up at the same time-it isn't like a

taxi. We are about to add bus stops to demand-response zone assignments in Fort Smith.

If it works there, it may prove to be an alternative for other cities as well, particularly

Fayetteville, Springdale, Rogers, and Bentonville.

I have two charts to share with you---they show that the largest single purpose for

riding our service is work and that the largest single reason for needing transportation is a

We try to provide a very personal service, especially for elders-we do as much as

we can to help passengers keep riding, to stay independent. We carry packages, call people

ahead, and provide help from the door of the bus when needed.

I also have with me some photographs of people who've used our community

transportation service. Captions for the photos I'll show you are included at the end of my

written testimony.

I also could not speak before you today without sharing the words of at least one

passenger. We get lots of notes--one elderly woman wrote, "Just a note of thanks for the

bus and everyone that makes it possible for folks like me to be fairly independent of our

family. I really appreciate the bus and all who work there. Your patience and

thoughtfulness and honest consideration for the welfare of all who ride the bus is really

appreciated. I hear good things every time I ride from the others who ride. We are all very

grateful to you, God Bless all of you."

In her words, we can see that the benefits of rural and small urban community

transportation are just what you would expect to see in a big city - people have access to
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goods and services, loneliness is alleviated by opportunities to interact with others,

independence makes it possible to avoid moving'ihto an institution, people have a chance to

take care of themselves.

Employers in Northwest Arkansas will tell you that continued economic growth in

our region will occur only to the extent that workers may be found to take the jobs

available, and that many available workers have no transportation of their own. It is just in

areas of low unemployment, like ours, where community transportation means the

difference for many businesses, because they come to depend on workers who may not

have reliable cars of their own.

We don't have enough buses. We don't have enough money to operate them. The

public cost of community transportation can save public funds elsewhere. I'll tell you that

the part of my job that I hate is having to tell someone we can't give them a ride--like the

family with a daughter in need of dialysis from Bella Vista-because I know what the lack of

transportation will very likely mean. The federal government needs to carefully consider the

effect of community transportation priorities on people in small towns and rural areas.

IS COMMUNITY TRANSPORTATION A PRIORITY IN WASHINGTON?

Community-wide planning has moved into full swing in our communities, as we

struggle to cope with rising population, congested streets, new housing developments

springing up everywhere, and just general pressure on our public services and infrastructure.

Every planning process, whether it is the Rogers 2000 project sponsored by the Chamber of

Commerce, or the 2020 plan completed recently by the NW Arkansas Regional Planning

Commission has called for expanded community transportation.
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We hope the priorities in Washingtonil be the same. Wdl our tax dollars be

diverted to projects important to other regions? Or will federal priorities take our-.

community transportation needs into account too?

ESTABLISHED TSrr Sy ms ARE CONSIDERED FIRST

Federal transit dollars are targeted for the largest cities, regions which have already

experienced growth and development-many which advertise for riders while our region

has lots of riders but not enough buses. While we have employers who need workers, and

workers who need jobs but hae no transportation, the formula for distribution of funds

favors historical transportation ridership data and old population numbers. Efforts to hold

other communities harmless have meant that our region is forced to do without the

financial advantage others have had. Economic success should, we think, be rewarded by

federal transit priorities instead of penalized.

WE CAN'T USE FUNDS THE WAY WE NEED TO

Because so many of the large cities have dedicated local tax sources, they are often

content to use federal transportation dollars for capital projects. When I talk to larger city

transit operators, they don't fear shrinking operating caps the way I do. I understand that

many of them have been trading operating funds for capital funds for years anyway. So,

naturally we fear that the fact that capital projects mean fewer short-term outlays, combined

with the willingness of large cities to use funds that way, is driving the appropriations for

transit. If so, will it drive ISTEA too?

Rural and small urban operators usually don't have dedicated tax sources. Transit in

Northwest Arkansas is financed by 32 local anemmen -voluntarily providing such funds.

The amount of local government funding is relatively small-only about $150,000 last year.



So, Qur need foroperating funds isat least as great as our need for t nds-pedp

grete,q eedigopon funding levels.

If FTA is going to limit our systems to such a small percentage of overall

approprations, theh why hot let us decide how to use them Even if outlays have become a

critical consideration, our systems are shut out of most of the funding anyway, so it won't

make much difference how fast we spend it. But, being able to spend the money the way

we need to would make a big difference to us--might keep the doors open!

DISCRETIONARY GRANTS ARE TOUGH TO MATH

The discretionary program is wonderful. Our system has 13 buses built in 1992 and

1993 because of a Section 3 grant to Arkansas, for replcemn t vehicles. Those buses

meant the world to our passengers-we had decent air conditioning for the first time--

which for elders is a life-saver. The new buses didn't rattle constantly. They didn't leald

We need to replace many of those mini-buses in the next year. It will be a stge

to get grant funds approved for rural and small urban projects, and when we do get them,

the matching requirement will be very hrge, $100,000 or so. Discretionary grants would

work better for rural and small urban systems if they were easier to come by and if the

matching requirement were reduced.

EXPAND TECHNICAL ASSISTANCE

Our systems have used the RTAP program, both at the state level and at the

national level, many times. I used it two years ago to write a feasibility analysis that resulted

in a new facility for Ozark. That facility now provides maintenance service for nearly every

human service agency vehicle in a four-county region, in addition to public transit vehicles.

We have used RTAP for training drivers and for finding our way through the maize of drug

testing. Now, Community Transportation Association of America (CTAA) has put up a site



on the World Wde Web, which makes dents ava With just a phone call, and

provides link information to a world of information about ansit This kind of work should

definitely be mupportetl and e=pande j iueplafctdh qltyforservice for

RETAIN OPERATINGFUNDS FOR RURAL AND SMALL URBAN SYSTEMS

Finally, I could not come here today without appealing to-you to keep the operating

support in the program for rural and small urban systems. Almost all rural and small urban

systenis exist to provide transportation for people who need it. They typically serve a

region which spans dozens of small-'cities-sometimes more than oneistate. It is much

more difficult to locally subsidize such systems than it isto fund the typical large city transit

entity replete with taxing authority. It is a struggle characterized by incrementalism. The

importance of a federal role goes beyond simple convenience. It is critical.

A PLEA:-

I urge the Subcommittee to seek a higher priority for rural and small urbanfederal

transit investment, a more workable approach to formulas and discretionary funding

allocations, and a recognition that rural and small urban transportation systems work, and

continue to need federal assistance..

I would only add to my comments that my organization is an active member of the

CTAA. That organization has developed specific recommendations pertaining to the

reauthorization. I would ask you to give them consideration.

Thank you for this opportunity to express my views. I will be happy to try to

respond to any questions you might have.
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Photo-f #1. na

Lonnie Thompson of Springdale, Arkansas has plenty of both. He ives in a house

he's buying with a friend and works in a sheltered workshop for developmentally challenged

adults. Despite being wheelchair bound, he's not complaining. Recently. he underwent a

kidney transplant, and was fitted for an artificial leg. See, things are getting better. Lonnie

Thompson is working hard to make iton his own. To walk again.

And the people of Ozark Regional Transit are working hard to make sure he can get

where he needs to go. Work. Shopping. Kidney Dialysis. Wherever. This year we'll travel

700,000 miles and provide over 280,000 rides for the people of northwest Arkansas.

Including people of courage. Like Lonnie Thompson

Photo #2: t Rider Maw ]mc wi

Without Ozark Transit, we couldn't hardly make it. Its more than just a bus... the

drivers take real good care of the old folks and the kids. You ought to see Wdliam every

morning watching for the bus that takes him and his sister to school at the Richardson

Center

Photo#3. Gladyn Iwing.im nure and transit rldi rlndale,

Gladys Ewing has been riding Ozark Regional Transit for over 10 years. Ever since

she retired from nursing and sold her car. At 93, Gladys is following the current health care
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debate with a good bit of interest. She knows that universal health care won't make much

difference to rural folks, if they can't get to the doctor's office.

To make universal health care work for rural America more rural public

transportation will be needed. Ozark Regional Transit is working with other rural transit

systems to increase funding for rural public transportation nationwide. Meanwhile, we're

going to keep taking Gladys and her neighbors to the doctor and wherever else they need to

go... just like we always have, for over 14 years.

Photo #4: Viola Bell and Dixie Couch

Some of us still drive. But about once a week a group of us from Elkins gets

together and rides Ozark Transit to Fayetteville to go shopping. We laugh and talk and

carry on something awful.

The drivers call us the Elkins bunch! We do have a good time. A good time.

Friendly service. Freedom and independence.... affordable fares.

This is community transportation at its best. Around here, we call it Ozark Regional

Transit.
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Gladys twist- Rttd aunt sod nai rfie, Spri*dAk amwss

Im 93. Isoldmvcrmn 1983. mndlW been nidingOwz Trwt emwce It'sa Godsendfor Iot ofus oldernb
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Transit rider Mary Hanky, with Maybelk. Alicia, and William, Springdale, Arkusas

without Ozark TrasiL we couldn't hardly make iL I 's more than just a bus . the drar take rea good care of thze oldfoIs apd

thehis You ought to see William even' morning wratchmgfor t r bus that takes him and his swer to school at the Rkcha'ason

Ceter.

37-734 97 - 12
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Courage and Persistence. Lonnie Thompson of Springdale, Arkansas has plenty of both.
He lives in a house he's buying with a friend and works in a sheltered workshop for
developmentally challenged adults. Despite being wheelchair bound, he's not complaining.
Recently, he underwent a kidney transplant, and was fitted for an artificial leg.
See things are getting better.
Lonnie Thomps-on Is working hard to make it on his own. To walk again. And the people
of Ozark Regional Transit are working hard to make sure he can get where he needs to go.
Work. Shopping. Kidney Dialysis. Wherever.
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Good ing Mr. Chairman and metes of the Committee. my nne is jim La

Sia. I am the International President of the Amalgamated Transit Union (ATU), which

prees more tISn 150,000 banwok throuot the United States and Canada.

On behalf of the ATU end myself, I would like to thank you for the opportunity to appear

bskre you today regarding the r of the knemodal Surface Trmsportation

Efficiency Ac or ISTEA. Rseuthorizng V MgMation will go a long way toward defining

the direction of our nation's transporaion systems and, indeed, its economy as a whole

as we move into the twenty.rst century. Tie ATU looks forward to wvfn wih you

througoIut t o p n much lt sa mway we have worked with the

CommIfte over toh lest th omy y .

Today, I would like to outline Isum a the ATU believes shou be at Me

heartof tz---- many bn whih are outlined in resolution passed by

t memersh9 of the ATU at Its h fntenaional Convention ls yea anid In resolAons

adopted by the Transpo ain Trades Oepft of the AFL-CIO and its affiliates, which

have been appended to t testimony. , e ATU shares toe views of

Tra portation Secretry Pne and Mhe Am Plic Trn AM tion Mat

reaitomrzealn arS should foi on maimizing funding for the program autlxized in

IST. A imWnfn and &Akrovinq saety stanxard, and retalnn loca flexibility in

tfanspotation Planning ad deiinan

In 1991, the 102nd Congress passed this Wanmark legislation, which emphasized

the e o coordinate intermde tnpotation pl and unpreceded input from
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local communities and service providers. These facets of ISTEA - along with its creation.

of a secure funding source through the Mass Transit Account of the Highway Trust Fund -

have served as the foundation for a federal transportation policy that is both rational and

fiscally stable, while at the same time being responsive to the unique transporation needs

of this nation's varied communities.

Mass transit has become a crucial component in meeting the transportation needs

of the nation's urban, suburban and, increasingly, its rural dwellers. In an economic age

where the phrase "time is money" has taken on greater significance, mass transit's role in

reducing traffic congestion has played, and will continue to play, a major role in reducing

the millions of hours of potentially productive time lost every day to the American economy

because of such congestion. The resultant increase in productivity constitutes a

substantial return on federal investment in the nation's transit systems. At a time when

increased emphasis has been placed on moving people from government support into the

private market, federal investment in mass transit once again plays an important role. It

is neither feasible nor fair to require wr income Americans to take and maintain jobs that

can only be reached by automobile or other prohibitively priced transportation is. Mass

transit also peys a crucial role in enabling both elderly and mobility impaired Americans

to continue paricipating and contributing to the economic and social life of their

communities.

Meeting these Important transportation needs requires informed decisionmaking,

thebest source of which are the local government and the community groups that directly



348

paticiPatle In ad benefit from the providing of transpotwa services. To this end, the

Metropolitan Plani Orgaft or MPs established in ISTEA have served as a fine

vehicle for returning much of this decisionmaking back to local communities and local

gThrough the MPO process, ISTEA has succeeded in drawing a careful and

necessary balance between the need for increased flexibility ad local input on

transportation issues on the one hand, and the need for accountability in using federal

money - which Is all too often absent In proposed block grant programs - on the other.

The use of MPOs has not only increased the role of local govemments in deciding

transportation priorities, but has increased the input of groups outside the governmental

sphere, including the business community, labor organizations, organizations serving the

elderly, disabled and poor, environmental groups, and others. We know from our own

experiences in working with various MPOs that the program as a whole benefits from the

unique perspectives and expertise provided by such varied organizations.

Based upon our experiences working under ISTEA over the past four years, we

believe that the following basic principles should underlie the work of this committee as it

reauthorizes ISTEA-

1. ISTEA has been a very successful transportation program, the gains of which
should be built upon through reauthorization, not broken down;

2. the MPO concept upon which ISTEA's planning is based should be retained, and
transit labor, along with industry representatives should be afforded a
representational role on those MPOs;

3. ways should be found to increase funding for transit, rail and Amtrak under ISTEA
and new and innovative funding sources should be sought out - for example,
converting to transpxtaion needs the current 4.3 cent gas tax which is currently
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dedicated for deficit reduction;

4. existing labor protections such as Section 13(c) and Davis-Bacon must be retained
through the reauthorization process;

5. because localities should be held accountable for the federal transit money they
receive, the concept of block granting transportation funds should be rejected;

6. operating assistance for transit should be increased;

7. efforts to impose a federal mandate to privatize transit services should be rejected;

8. the reauthorized ISTEA should continue to provide support for labor-management
cooperation programs which have improved the efficiency of the nation's transit
systems; and

9. full funding should be provided through ISTEA to meet the various federal
mandates, such as drug and alcohol testing requirements and transit's
responsibilities regarding the Americans With Disabilities Act.

Before closing, I want to return to the issue of privatization in the transit industry,

which in the past has received much attention both before this committee and in various

communities throughout the United States. As we have stated in the past before this

Committee, it is our view that decisions with respect to the choices of public or private

transit providers are best left to state and local communities to decide in their best

interests. Further experience has shown that expected savings from forced privatization

have not materialized and, in fact, the opposite is true. A recent analysis by Professor

Elliot Sciar of Columbia University, which examined the privatization experiment in Denver

where over twenty percent of its transit services have been privatized, disclosed that cost

increases - not cost savings - have resulted from that experiment. Indeed, the private

sector transit costs have increased at a rate of two to three times that of the public sector.

If and when issues on this subject again come before this committee, we would like an
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opportunity to provide additional information on this mar.

Finally, as this committee well knows, transit labor has been a strong partner

working with the Congress, the Federal government, and various states and local

communities in not only dvlpnbut hinplermntlnUg national transportation policy. This

partners whas Mowed for kynation, pruct improvemenss and the introduction of

ever-chaging technological changes to our nation's transit systems, both large and small.

Since we last appeared before this committee, the ATU has launched a national labor-

manageme parmshi program with our employer counterparts in both the private and

public sector. Funded in part by a Federal Transit Administration grant, these activities

have been designed to improve communication within the workplace, reduce conflict and,

most importantly, allow for our nations transit systems to capture and implement the best

ideas of both transit labor and mnagement to assure that our systems are the safest and

most efficient in the world. I would specifically highlight the recent labor-management

parnersldip agreement reached several weeks ago, involving the Bay Area Rapid Transit

system and its union. As the former manager of that system, Richard White, travels east

to head the Washington Metropolitn Area Transit Authority, the innovations developed

in San Francisco and in labor-management cooperation programs in many other cities will

benefit us all. Here, too, we would be pleased to provide the committee with information

regarding these innovative programs.

In closing, the ATU looks forward to working with the committee to assist in your

efforts to "ahodze this important piece of legislation. Once again, I would like to thank



you Mr. Cheiumw and t rg Of ft. omittes for this opportunity. to appeal here today.

I would be hapy to answ any questions you might have.
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Resolutions

GENERAL RESOLUTIONS SUBMITTED TO THE
51ST CONVENTION OF THE AMALGAMATED TRANSIT UNION

LAS VEGAS, NEVADA - SEPTEMBER 18-22, 1996

RESOLUTION A
Submitted by Amalgamated fransit Union

Mass Ttmnslt PoUcy

WHEREAS. a strong, dynamic and well-funded federal mass transportation
program. operated in partnership with federal, provincial, state and local
governments Is essential to advancing our economic growth and prosperity.
to improving air quality, and to providing mobility for all citizens; and

WHEREAS. effective mass transportation services enable our nations to
respond to growing traffic congestion and energy conservation problems.
while expanded investment in our transportation infrastructure provides the
underpinning for increased industrial competitiveness and improving our
urban, suburban and rural areas responses to social and other related
concerns: and

WHEREAS. in 1991 the U.S. Congress enacted the historic Intermodal
Surface Transportation Efficiency Act (iSTEA} which authorized significant
increases for public mass transportation programs totaling $32 billion over
six years. including noteworthy increases in federal operating assistance
subsidies: placed limitations on the U.S. Department of Transportation's
adverse transit privatization policies; afforded new flexibility for state and
local governments to transfer funds among their highway and transit
programs to satisfy local transportation needs; and retained our vital Section
13(c) collective bargaining and job right guarantees; and

WHEREAS. we remain opposed to transit policfes advocating the splinter-
ing of transit systems through the subcontracting of work, Including those
requiring the periodic rebidding of transit services, which cause the transfer
of jobs and services from unionized to non-union companies paying lower
wages and offering fewer. if any. benefits, thereby undercutting the living
standards and economic security of thousands of ATU members and other
organized transit workers throughout the Industry: and

WHEREAS. sound national transportation policies should have as their
goals the increase of transit ridership by at least 50 percent. the maintenance
of fares at reasonable levels and the provision of a safe, emcient. and reliable
means of mobility for the millions of individuals dependent upon public mass
transportation;
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10 Resolutions

THEREFORE. BE ,IT RESOLVED. that the ATU pursue all. necessary

legislative and political efforts to ensure that the U.S. Congress provides
mass transit funding up to the maximum levels authorized under the ISTEA
legislation: and

FURTHER. BE IT RESOLVED. that the ATU urge the federal. provincial.

state and local governments, the Parliament and the U.S. Congress to reject.
proposals to cut or eliminate transit funding. especially operating assistance:
and

FURTHER. BE IT RESOLVED. that the ATU develop proposals for ind

advocate increases in existing federal highway user fees. including federal
gasoline taxes. to Increase funding for public mass transportation; and

FURTHER. BE IT RESOLVED. that the ATU expand its existing Transit

Advocacy Program to ensure the timely passage of multi-year transit legisla-

Uon extending the policy features and funding levels contained in the 1991
ISTEA.

RESOLUTION B
Submitted by Amalgamated Transit Union

Maintaining Mass Transit Employee Protections

WHEREAS. since 1964 the U.S. Congress has recognized the importance

of including transit employee protections as an integral part of the federal

mass transit investment programs in the United States: and

WHEREAS. these Section 13(c) transit employee protection provisions.

providing critical collective bargaining and job protection guarantees. have

been included in every highway and mass transit legislation enacted since

1964. including the 1991 Intermodal Surface Transportation Efficiency Act

(ISTEA): and

WHEREAS. an orchestrated effort has emerged to repeal or undermine the

substantive protections traditionally provided in the Section 13(c) program.

especially protection in situations where bargaining unit work may be

contracted out or affected by a change in transit provider: and

WHEREAS. this anti-Section 13(c) campaign has resulted in heightened

congressional focus on the program. including efforts to repeal or substan-

tialy weaken the protections: and

WHEREAS. in concert with other affiliated unions, the AFL-CIO and our

congressional allies, the ATU has recently been successful in thwarting

efforts to repeal this program as part of the Fiscal Year 1996 transportation
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Resolutions 11

appropriations legislation and earlier mUgated criticism of the Department
of Labor's administration of the program in the committee report accompa-
nying the FY95 transportation appropriation legislation:

THEREFORE. BE IT RESOLVED. that all ATU local unions, state confer-
ence boards and councils pursue all necessary political and legislative efforts
to maintain congressional support for preserving the Section 13(c) guaran-
tees in all applicable federal transportation legislation: and

FURTHER. BE IT RESOLVED. that ATU work with the AFL-CIO. its
Transportation Trades Department and other unions to evaluate and re-
spond to any proposed legislative or administrative changes in the 13(c)
program to ensure that our rights are retained and the substantive protec-
Uons preserved.

lmzownoM C
Submitted by Amalwvvted 7hmsit Unin

Dealated Stets Tmra Ite mr

WHEREAS. publicly owned urban mass transit systems promote mobility.
increase economic development. Improve air quality and help conserve our
natural resources: and

WHERFAS. transit services for the general public. Including workers, the
elderly. the disabled, the poor and the young. are best provided by publicly
controlled and Integrated area-wide transit systems: and

WHEREAS, federal support for transit in both the U.S. and Canada Is
dimlnishlng and

WHEREAS, additional sources of provincial, state and local funding are
essential to the provision of efficient and effective urban mass transit
services: and

WHEREAS. an urgent need exists to generate continued community
demand for Increased transit funding and improved transit services:

THEREFORE. BE IT RESOLVED. that the ATU promote state. provincial
and local legislative initiatives to generate wide-spread public support for
transit and the development of increased dedicated revenue sources for the
provision of public mass transit services.
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RESOLUTION D
Submitted by Amalgamated Transit Union

Union/Management Cooperation Programs

WHEREAS. the ATU recognizes that improved communication and training
on conflict resolution and proper implementation of union/management
cooperation programs can play a significant role in improving workplace
conditions. productivity and customer satisfaction: and

WHEREAS, the ATU has been a leader in seeking Innovative solutions to the
problems facing transit workers and the industry; and

WHEREAS. the ATU conducted an initial round of training seminars in
1994 and invited management to Join our locals in addressing the issues
surrounding union/management cooperation in the transit industry: and

WHEREAS. the ATU conducted a Joint national conference on union/
management cooperation in 1995 which included top transit managers and
union officials from across the U.S. and Canada in an attempt to educate both
union and management representatives as to the advantages of these
programs;

THEREFORE. BE IT RESOLVED. that the ATU foster and support innova-
Uve approaches to union/management relations that are committed to
quality service delivery. Job security. Joint decision making. worker empow-
erment and In-house performance of traditional public transit work: and

FURTHER. BE IT RESOLVED, that the ATU only support such programs
that involve union participaUon on an equal basis with management. that
recognize the collective bargaining process as the primary mechanism for
addressing the needs of members and that provide the necessary Investment
of time and funds for training members to participate as equals: and

FURTHER, BE IT RESOLVED. that the International assist and work with
our locals in the provision and exchange of the Information and resources
necessary to develop structures. Including various forms of union/manage-
ment cooperative efforts. designed to maximize the skills and knowledge of
our ATU members.
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FURTHER. BE IT RESOLVED. that each ATU local union and Joint confer-
ence board commit Itself and its membership to the development and pursuit
of meaningful organizing leads on an on-going basis and Increase efforts to
identify. train and utilize volunteer organizers interested In bringing the
benefits of ATU membership to those who are without or have been denied
union representation;

FURTHER. BE IT RESOLVED. that the ATU and the delegates gathered at
its Fifty-First Convention congratulate the leaders of those newly-organized
local unions who are represented here for the first time and acknowledge the
courage and commitment of those workers who have over the course of thii
past convention cycle bravely worked to organize their workplace.

RESOLUTION F
Submitted by Amalgamated Transit Union

Privatisation

WHEREAS. many provincial and state legislatures in Canada and the
United States are continuing to explore and Implement policies and programs
to subcontract public mass transit operations; and

WHEREAS. certain segments of the transit Industry are pressuring city
governments and transit systems to increase the level of privatization of
existing public mass transportation services: and

WHEREAS. these anti-labor and subcontracting policies place In jeopardy
the jobs and livelihoods of thousands of ATU members; and

WHEREAS. these privatization initiatives would undermine and fragment
regional transit services, the arrangement best suited to providing high
quality, safe and effective service while meeting the public's broad-based
community transit needs; and

WHEREAS. these policies advocate the use of private operators paying cut-
rate wages and benefits to their employees under the misguided belief that
such operators can produce long-term savings while maintaining reasonable
service; and

WHEREAS, the alleged cost savings from privatization are overstated, and
often non-existent, when the full cost of service is taken into account,
Including the continuation of high quality maintenance, safety and service
standards, contract administration and other overhead costs; and

WHEREAS, studies analyzing the privatization experiences throughout
Canada as well as in Boston. Denver, Miami, New Orleans. and West Palm
Beach have demonstrated that the use of private firms to deliver public
transit services often results in higher costs and reduced quality and
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efficiency of services. along with Inadequate public control mechanisms and

complaint response systems: and

WHEREAS. historically the private sector has failed In its mission to

provide long-term, quality service:

THEREFORE. BE IT RESOLVED. that the ATU oppose transit Industry and

government policies favoring the forced privatization of public mass transit
services: and

FURTHER. BE IT RESOLVED. that the ATU support the negotiation of

collective bargaining provisions limiting the right of transit agencies tp

contract work to private non-union operators in a manner which causes job

losses or otherwise interferes with existing collective bargaining rights and
obligations: and

FURTHER. BE IT RESOLVED. that ATU local unions work with their local

transit planning and policymakers to ensure that decisions involving the

Integration of private operators and the provisions of public transit services

are designed to meet local transit needs in a manner which protects our

members' Jobs and collective bargaining rights; and

FURTHER. BE IT RESOLVED. that the ATU continue to support appropri-

ate studies. research activities, legislative and political efforts involving all

locals to assure that they are provided with the necessary information and

tools to combat federal. state and provincial initiatives to privatize. or to

competitively bid public transit services: and

FURTHER. BE IT RESOLVED. that ATU locals, state and regional confer-

ence boards and the Canadian Council work with the Intemational Union to

develop the necessary information. tactics. publicity campaigns. lobbying.

educational activities, coalitions and legislation to use in opposition to

privatization and/or competitive bidding proposals involving public transit

services.

RESOLUTION G
Submitted by Amalgamated Transit Union

Transit Health and Safety

WHEREAS. evidence continues to demonstrate that those employed in the

transit industry face a number of occupational health and safety hazards.

including assaults. asbestos. and the diseases associated with occupational

stress, including heart disease, high blood pressure (hypertension). in-

creased cholesterol and diabetes: and

WHEREAS. the health and safety of transit workers have a direct impact on
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the safety of the public. including passengers. pedestrians and other vehicle
drivers: and

WHEREAS. the labour movement In Canada has successfully lobbied for
laws protecting public employees. including "right-to-know" and "right-to-
act" legislation, as well as statutes mandating union-management safety
committees: and

WHEREAS. in the United States. the Occupational Safety and Health Act
(OSHA) of 1970 does not provide for mandatory coverage of public employees.
Including transit workers, and only half the states have enacted their own-"
laws to provide protection at least as effective as OSHA coverage:

THEREFORE. BE IT RESOLViD. that the issues of transit health and safety
remain a primary concern for the ATU and that the necessary resources be
directed toward developing and implementing an on-going comprehensive
program to Improve the health and safety of transit workers: and

FURTHER. BE IT RESOLVED, that the ATU reaffirm its belief that public
employees in the U.S. can no longer be treated as second class citizens
regarding health and safety protection, and that the ATU urge the U. S.
Congress to pass a comprehensive Occupational Safety and Health Reform
Act which would provide public employees with the same legal rights to
occupational health and safety as those guaranteed to employees in the
private sector and. In Canada. to all workers: and

FURTHER. BE IT RESOLVED, that the ATU seek legislation modeled on
Canadian law, which gives workers and unions the "Right to Act" on
information to correctJob hazards and requires employers to have a work site
safety and health program and a safety and health committee with equal
union participation: and

FURTHER. BE IT RESOLVED, that the ATU support the need for increased
funding in Canada and the U.S. to conduct further research and training to
educate workers about the risk and control of assaults and other violence at
work; and

FURTHER. BE IT RESOLVED, that the ATU consider the reduction d
occupational stress as a high priority In both collective bargaining anc
legislative activities, and to lobby state and provincial governments to fulls
compensate occupational Illnesses associated with Job stress.
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STATEMENT OF GORDON J. LINTON

ADMINISTRATOR, FEDERAL TRANSIT ADMINISTRATION
DEPARTMENT OF TRANSPORTATION

BEFORE THE SUBCOMMITTEE ON SURFACE TRANSPORTATION
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE

UNITED STATES HOUSE OF REPRESENTATIVES

TUESDAY, JUNE 18, 1996

Mr. Chairman and distinguished Members of the Subcommittee, I am pleased to

have the opportunity to appear before you today to talk about the status of the Federal transit

programs funded under the Intermodal Surface Transportation Efficiency Act of 1991 (ISTEA),

to tell you how these programs are working, and to identify areas where we can make

improvements to better deliver limited Federal dollars to support our Nation's transit

infrastructure needs.

BENEFITS OF TRANSIT

As Secretary Pefla testified before this Subcommittee on May 2, 1996, ISTEA has

led to dramatic improvements in the way our Nation plans and builds our great transportation

systems. The improvements in public transit have contributed to our Nation's economic

well-being and mobility in many ways.

First, we have seen a significant increase in investment in transit infrastructure and

equipment. Federal transit funds support both the maintenance of existing systems and the

construction of select new systems. These investments have helped to ensure mobility of all

segments of our population -- elderly and young, rich and poor, drivers and non-drivers, the

able-bodied and those with disabilities, in urban and rural areas - to access jobs, medical services,

schools, shopping, and other essential services. We have done much, but we have much more yet

to do.
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Transit is vital to America's marketplaces - cities where American products and

jobs compete in the lobal economic market. Transit and other congestion mitiation practices

bene& interstate commec by assuring that inter-city freight, for example, can travel through

urtized areas with less dely.

Transit creates low-cot access to jobs, health care, and other essential services,

saving tax dollars and promoting economic opportunity for the 80 million Americans who do not

drive because they are too youn too old, disabled, or emot afod a car. This means that for

millions of Americans a rural areas public trm is a lifee. The ehcd mobility for those

without a car yields tmmendous benefits in reduced social services costs, in addition to these 80

million users who depend on public transit service, my more choose trasit as a convenient,

timo-savig mode of tnortatioe.

Transit connects people with their smehoods ad cretm more viable

comities. Low-coat and readily availal pubic trmit an result in reduced conuting time,

convenient access to storm ad services n air, and a better quality oflif& Midle class

houshos locate ner rail transit save an average of about $250 per month in auto costs as

compared to a typical mbuxban household With n estimated 5,000 households withk one-half

nile of each of the nation's 1,375 rapid and lH rail transit stations this amounts to a total

national tranpmita oat savings of $20 billion per year.

Used i concert with other conVgeioae technique tMn is key to

reduciagcongestion. Americans lose moe thm 1.6 n'lon hours day suck hi traffic. Strategy

investments can lower the cost of highway congestion.
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The Federal Role

The planning process implemented under ISTEA now involves transportation

planners and decisionmakers at the state and local levels. They use a multimodal approach to

prioritize their transportation needs and to find those projects that best meet locally determined

goals and objectives for mobility, economic opportunity, and environmental quality. We have

heard flom many representatives in the transportation community that this process is working

welL It should be maintained and strengthened.

With limited Federal dollars available for all discretionary programs, we have

encouraged creative solutions to develop innovative finance opportunities and to reduce red tape

for all of our grantees. The Federal Transit Administration (FTA) has streamlined the grant

process with electronic on-line applications. We have an FTA "home page" on the Internet that

offers much valuable information about transit grants, formula apportionments, and technical

assistance -- all reachable with a few simple computer keystrokes.

We are working with the Department to promote innovative financing initiatives to

help state and local governments identify opportunities to leverage the use of their Federal transit

fimds. Projects funded to date through FTA's Innovative Financing Initiative have leveraged 2.5

times the Federal investment, showing that the private sector -- investors, developers, and the

private capital markets -- provides an important source of revenue for improved public

transportation. These financing initiatives include leasing transit vehicles, pooled purchases, state

revolving loan fimds, and soon State Infrastructure Banks as recently enacted on a pilot basis in

the National -Highway System Designation Act of 1995 (NHS).

We are especially interested in promoting the joint public-private development of

transit facilities. In fact, our Livable Communities Initiative promotes and facilitates the
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development of residential neighborhoods and commercial activities all within walking distance of

transit. We have found many benefits that flow from Livable Communities -- more socially

cohesive communities, reduced commuting time, convenient access to stores and services, fewer

vehicle miles traveled which translates into reoaced air pollution, and a better quality of life.

We are finding research into innovative technology to move our transit systems

into the twenty-first century, and to develop safer and more cost effective transit systems. For

example, transit agencies are already using Advanced Public Transportation Systems (APTS) to

track bus locations and collect fares electronically, which gives transit riders more reliable service

and reduces operating costs. APTS can provide more accurate, real-time information on bus

schedules and routes, allowing passengers to plan their trips with minimal delay. In partnership

with the transit industry, FTA is also developing the Advanced Transit Technology Bus (ATTB),

a project that will shave over 10,000 pounds off a typical 30,000 pound bus. This weight

reduction will yield savings in lower fuel and brake costs as well as less road damage. This is an

exciting milestone in bus technology. And we expect to see the ATTB in ful operation in 1997.

At the same time, public transit contributes to our quality of life by mitigating

traffic congestion and environmental pollution. Public transit in all areas of the country is an

important intermodal link in ensuring that our transportation network operates smoothly,

productively, and efficiently.

We want to build on these achievements as we move toward the reauthorization of

ISTEA. The challenges that we face -- in economic growth and productivity, mobility,

environmental concerns, and safety - require a strong Federal transit role, in partnership with all

levels of government and the private sector.
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TRANSIT PROGRAM OVERVIEW

FTA provides financial assistance nationwide through a variety of capital

discretionary and formula programs, operating assistance, planning and research, and technical

assistance programs. FTA provides fumds to transit operators, state and local governments and

other recipients to construct facilities, purchase equipment, improve technology and service

techniques, and support regionwide transportation planning. FTA is also committed to funding

programs that meet the special mobility needs of the elderly, people with disabilities, and socially

and economically disadvantaged individuals.

FEDERAL TRANSIT FORMULA AND DISCRETIONARY BUS PROGRAMS

Transit Infrastructure Condition and Needs

The Federal formula programs provide finds for both capital and operating

expenses to 396 urbanized areas in the country. Through the formula programs, Federal transit

dollars reach transit agencies, both public and private providers of all types, in every region of the

country -- from the urban rapid transit Bay Area Rapid Transit (BART) system in San Francisco,

to the commuter MARC line in Maryland between Baltimore and Washington, D.C., to bus

systems serving rural communities in West Virginia, Wisconsin, Ohio, Pennsylvania, and

Minnesota and in widely-separated urban centers like Philadelphia, El Paso, New York, Los

Angeles, Cleveland, Albuquerque, New Orleans, and Cedar Rapids.

These programs are the core of the Federal transit program -- serving 500 bus

systems, 14 rapid rail systems, 9 commuter rail systems, and 17 fight rail systems, along with

about 4,400 urban and rural systems meeting the needs of the elderly and disabled, and another

1,200 transit systems in rural areas. All of these systems receive Federal finding support that

helps 275,000 public transit employees keep 124,600 vehicles on the road. There is no question
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that these widely varied public transit systems are an essential lifeline that relieve congestion in

heavily urbanized areas, helps to improve environmental quality, and carries people of all ages and

needs to essential jobs and services.

The Department recently transmitted the 1995 Condition and Performance Report

to Congress. It reviews the condition of the nation's surface transportation systems, including

transit facilities and equipment, and it establishes the investment levels necessary to maintain and

improve transportation in this country. While we have accomplished much in the past five years

since ISTEA, this report shows that we have to do more to improve our transit infrastructure.

In 1995, investment in transit capital totaled nearly $6 billion - enough to maintain

current conditions and add service to partially absorb increased transit travel demand.

Maintaining the nation's transit facilities and equipment in their current state of repair to meet

projected increases in travel demand requires all levels of government to invest a total of $7.9

billion each year over the next 20 years. To improve transit above its current quality of service

will require an annual investment of$12.9 billion. Expenditure by all levels of government of

$12.9 billion would eliminate the current backlog of unmet investment needs, and the nation's bus

and rail vehicles would be modernized and rehabilitated.

The Urbanized, Rural, and Elderly and Disabled Formula Programs

Formula grants can be used fbr all transit purposes - bus and railcar purchases,

facility repair and constnuctiou, and operating costs. These formula program are the urbanized

area program, the nonurbanized area program, the elderly and persons with disabilities program,

and the fixed guideway modernization program. Together, these programs allow transit

authorities to prioritize and target funds to meet important local needs. They are also the primary
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source of finds used by transit authorities to meet the compliance costs of the Americans with

Disabilities Act, the Clean Air Act amendments, and Drug and Alcohol testing requirements.

The urbanized area program section 5307 funds are apportioned by statutory

formula directly to urbanized areas with populations of 200,000 or more and, for urbanized areas

with 50,000 to 200,000 population, directly to the Governors to provide capital, operating, and

planing assistance in urbanized areas.

The Elderly and Persons with Disabilities program section 5310 fimds are

apportioned by statutory formula to the Governors. This capital assistance program is directed

primarily to private non-profit organizations that provide transportation service for the elderly and

persons with disabilities. Public bodies that coordinate services for the elderly and persons with

disabilities may also receive these funds under certain circumstances. In fiscal year 1995, this

program provided finds to purchase 1783 vehicles among 1,371 operators.

The nonurbanized area formula program section 5311 funds are apportioned by

statutory formula to the Governors for capital and operating assistance in nonurbanized areas,

defined as areas with less than 50,000 population. Fifteen percent of a state's annual

apportionment must be set aside for intercity bus transportation, unless the Governor certifies to

the Secretary that the state's intercity bus needs are being adequately met. Another 15 percent of

each state's apportionment is used for administration of this program, planning, and technical

assistance. The state also receives an annual allocation of funds through the Rural Transit

Assistance Program (RTAP). RTAP fimds are used by the states to undertake research, training,

technical assistance, and other support services to meet the needs of rural transit operators.

Each year the funds for these programs support the purchase of about 5,400 urban

buses and paratransit vans, and the maintenance of the nation's 523 urban bus facilities. Also,
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through these programs, more than 800 vehicles, mostly vans and small buses, are purchased,

supporting the operations of approximately 1,200 rural transit providers.

Transit in rural America improved dramatically with increased finding through

ISTEA Rural transit carries riders a billion miles each year, ensuring that people can get to job

training programs, while the elderly and disabled rural residents can find relative independence

through less expensive door to door transit service. Ninety million rural Americans now have

better access to medical care, shopping, and jobs. And with a recent statutory change to the

interstate transportation requirements, transit agencies particularly in rural areas can more easily

provide cross-state transit service to access medical facilities, jobs, and other services and

intermodal connections in communities that are closer than those available in-state.

Fixed Guideway Modernization Formula Program

The Fixed Guideway Modernization program is designed primarily to assist

urbanized areas with existing rail transit systems to maintain these systems in an acceptable state

of repair. Federal finding and local match support replacement and rehabilitation of the existing

rail fleet and restoration of rail facilities such as stations, track, and yards and shops. Nationally,

there are 7,439 miles of track, 2,271 stations, and 119 rail maintenance facilities, About 73

percent of elevated structure, 41 percent of third rail, and 48 percent of maintenance facilities are

currently in less than good condition and require major investment. In addition to rail systems,

other systems like busways and ferry service'are eligible for funding under this program.

The multi-year effort to rehabilitate the Frankford Elevated rapid transit facility in

Northeast Philadelphia is a prime example of the successful application of fixed guideway finding

to bring a deteriorated structure to an acceptable condition and to significantly extend its useful

life. The San Francisco Municipal Railway, in operation since 1912, is another example ofthe
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targeting of fixed guideway fuids, again with a phased multi-year program, to upgrade existing

fight rail services through the purchase of new rolling stock and renewal of track, power, and

signal systems. Caltrain, a commuter rail system serving San Francisco and communities south to

San Jose and beyond, has enjoyed significant modernization through the use of fixed guideway

modernization funds. These funds assisted in the purchase of new bi-level coaches and

rehabilitation of the railroad right-of-way.

The Fixed Guideway Modernization category uses an innovative formula that

dispenses funds to eleven specified urbanized areas on a 4-level tiered basis, adjusted according to

the level of funding appropriated. This tiered approach ensures that fuids are targeted first to

those urbanized areas with the oldest systems, and then to the newer systems - those systems that

are at least seven years old -- which receive funds only if certain funding thresholds are exceeded.

This method of funds delivery has worked extremely well for these systems. It has resulted in

older rail systems receiving specifically-targeted resources that translate into higher quality,

reliable, safe, and attractive service to urban passengers.

The Bus Programs

Capital funds in both the formula grants and discretionary bus programs are being

used to replace and expand the nation's fleet of buses and to expand bus maintenance and

facilities. Total capital bus funding supports the annual purchase of about 5,400 urban buses and

paratransit vans, 600 buses for rural transit systems, and 2,000 buses for special services for

elderly and disabled persons. Yet these new vehicles do not meet the annual replacement needs to

maintain the current average fleet conditions. Moreover, 12,800 urban buses and paratransit

vehicles, 4,700 rural buses and 11,200 buses for special services are in service past the end of
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their useful lives. Nationally, there are about 523 urban bus facilities, of which about 32 percent

are in fair or poor condition.

The fornda grants program is intended to cover routine bus needs, reserving the

discretionary bus finding in section 5309 for extraordinary bus needs, such as the deploymmt of

an Advanced Technology Tnsit Bus, the construction of large Wftie and major bus "

purchase Yet we have found that the bus discretionay activity has traded to have a relatively

large caryover of finds due to premature earmarkng and delayed applications

Based on our ve ce in umanagiog these two bus progma, we need to fid

ways to en re that apitl bus fids mad meo rea av ble for option whe they ar

OPERATiNG ASSTANCE

A portion ofthe formla dads can be usd for opeatiag assistance. In fical year

1996, operating aiance was capped at S400 niflion for ud ized ara

Congress lat year acted to limit the reduction in operating asistme for matll

urban aren, dne with populations betwem 50,000 ad 200,000, to 75 percent ofthe level they

received in the prior year, fcal ymr 1995. 7h year, we abmitted a budget request to increae

finding for operating assistance by S100 udbion, to $500 million, and to contiue the "hold

harmles provision for smat urbanized arme. We believe that this level is a prudent and

adequate minimum level of opeating report for asit agencies

Without this 'hold hamlm" provsio, the ml ubaized areas would faie

farther cuts in opating aistance, evm with $500 million in operating assistance e. TMese ars

rely to a proportionate greater extat on Federal operate assistance, and they need asmrances

tha they will not face father reduction. If operating assistant was se at $500 nMa, and the
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regular apportionment formula was applied, the small urbanized areas would receive $5.6 million

less than what they received last year.

We understand that there are those in Congress who would like to further reduce

reliance on operating assistance. Yet we have seen transit agencies all around the country

institute fare increases and service reductions as an immediate response to reductions in last year's

appropriations -- actions which undercut ridership and lead to yet lower revenues. For example,

in Pennsylvania, Harrisburg's Capital Area Transit system's board of directors convened a special

meeting just.two weeks after the fiscal year 1996 DOT appropriations act was signed. They had

to dealwith the 48 percent reduction in Federal operating assistant that left a half-million dollar

hole in their annual budget. The board raised bus fares 22 percent effective January 1, 1996.

In Alabama, when the Montgomery Area Transit System (MATS) confronted a

$427,961 shortfall in Federal operating assistance late in 1995, the bus system's board took

prompt action, using over $200,000 from the city maintenance department for one-time

emergency funding. Even with these short-term funds, the MATS board had to cut back father:

no more mid-day bus service, only two operating routes on Saturdays, and 23 jobs eliminated. At

the same time, passenger fares increased 50 cents to $1.50, and student fares rose a quarter, from

50 cents to 75 cents. A two-wage earning family commuting by bus could pay an additional $500

per year for trips to work.

While reduced Federal transit operating assistance has challenged systems across

the country, we are working to mitigate the impact of these cuts. We believe that the

capitalization of bus overhauls amendment adopted in the DOT Appropriations Act of 1996 will

now offer transit operators some relief from operating assistance reductions. Effective April 1,

1996, transit operators can classify as capital assistance for bus overhauls an amount up to 20
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percent of their vehicle maintenance costs. We expect that transit agencies will use this increased

flexibility to significant advantage.

Finally, we have promoted innovative financing techniques such as cross-border

leases, pooled purchases, and soon infrastructure banks that stretch available dollars. To date, the

Secretary has given approval to eight states to establish State Infrastructure Banks as part of the

pilot program enacted in the NHS bill, with another two states to be announced within the next

two weeks. Seven of the eight states will establish dual transit and highway accounts. The

Administration has proposed in its fiscal year 1997 budget $250 million to capitalize the SIBs, in

order to accelerate the development of this important pilot program.

Innovatively financed projects involve many techniques, including leasing transit

vehicles which can be more cost effective than a direct purchase; joint development transit

facilities which can create a revenue stream for the transit operator, multiply the commercial

activity near transit hubs, and bolster the economic well-being of communities; and state revolving

loan finds to facilitate a state vehicle purchase and leasing program, decreasing transportation

providers! capital costs through pooled purchases and vehicle leasing. We have found that such

innovative approaches provide an important source of capital for improved public transportation.

THE AMERICANS WITH DISABILrIES ACT

Enactment ofthe Americans with Disabilities Act of 1990 (ADA) with strong

bipartisan support ensured that equal access to public transportation is a fundamental civil right.

For many persons with disabilities, accessible public Usportation is a lifeline to employment and

independent living. Transit agencies have worked diligently to implement ADA accessibility

requirements over the past five years. ADA implementation by transit agencies has been funded

primarily through the FTA formula capital and operating assistance programs. We believe that
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the transit industry has demonstrated a solid record of accomplishment in complying with the

ADA. The phase-in of accessible service appears to be on target at over 600 public transit

authorities and about 700 key rail stations.

Our estimate of the total recurring cost of ADA compliance is $932 million each

year for the 1995-2002 period. This estimate is based on the plan submissions of the transit

systems and represents about 4 percent of all public transit costs -- Federal, state, and local

combined. About 30 percent of the S932 million or $279 million goes toward the capital costs of

implementing ADA with the rest going to operating costs. These capital costs include adding lifts

to buses, installing elevators and raising platforms at key rail stations, and purchasing smaller

vehicles to provide specialized paratransit service. The majority of ADA paratransit costs, about

85 percent, are operating costs. The reduction in the Federal transit operating assistance level

below the President's request has meant that less Federal money is available to help offset these

significant ADA paratransit costs. In this situation, we expect that many transit systems will elect

to ask for temporary time extensions, based on undue financial burden, to delay full

implementation of the ADA paratransit service requirements beyond the January 1997 deadline.

PLANNING

Since the passage of ISTEA in 1991, we have witnessed a significant reinvention in

how states and metropolitan areas plan, finance, and manage their transportation systems and

facilities. The Act's emphasis on economic efficiency, concern for the environment, and equitable

delivery of transportation services has required that States and metropolitan areas take a

multimodal approach to systems planning. This approach facilitates the consideration of a wide

range of modal alternatives to address transportation problems, encourages innovation in project

planning, and requires the active participation of the public in transportation planning activities.
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The multimodal planning approach implemented in ISTEA has brought new

partners into the surface transportation discussion. By integrating planning for all modes of

transportation -- highways, public transportation, bicycle and pedestrian facilities - planners and

decisionmakers now prioritize their transportation needs and identify the most appropriate

solutions. At the same time, they are challenged to develop new and innovative solutions to

transportation problems, and to creatively address the twin problems of congestion and

environmental quality. From a national perspective, we envision developing an interconnected,

"seamless" transportation system so that we as a Nation can more efficiently and effectively move

people-and goods both within a city and from coast to coast as well as across international

borders.

One very significant ISTEA tool used successfully by transportation planners and

local decisionmakers is the flexible funding programs. Through the planning process, ISTEA has

empowered state and local decisionmakers with greater discretion to decide how best to spend

Federal transportation dollars. Funds from ISTEAs Surface Transportation Program (STP) and

the Congestion Mitigation and Air Quality Improvement Program (CMAQ), along with transit's

urbanized area formula funds, can be "flexed" at local option to meet urgent local and regional

project priorities. Through these funding programs, there is enhanced, flexibility to fund important

transportation initiatives that best meet locally determined goals and objectives for mobility,

economic opportunity, and environmental quality.

These programs have been tremendously successful. Total annual locally flexed

fimds have increased from $304 million in fiscal year 1992 to $802 million in fiscal year 1995.

You have heard from many groups - including local and state transportation officials, former

Federal transportation officials, and a variety of transportation association representatives - all of

37-734- 97-13
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whom point to ISTEA's flexibility provisions as a major benefit that we must retain and build on

in the next authorization.

NEW STARTS

Federal capital fbnds under FTA's New Starts program are used for major capital

investment projects -- subways, extension of rapid rail, busways, light rail, commuter rail systems,

and Bus/HOV ways across the country-- that typically cost $100 million or more. In exchange

for FTA's commitment to provide Federal finding, incrementally, over a multiyear construction

schedule, the grantee commits to completing its project on time, within budget, and in compliance

with all applicable Federal requirements, and to bear any cost overruns that might occur on that

project.

The Full Funding Grant Agreement (FFGA) is a special grant agreement that FTA

uses for these major capital projects. An FFGA establishes a firm date for project completion;

provides a mechanism for obligating outyear fbnds; leads to the development of highly accurate

cost estimates; and permits the use of state and local finding for start-up project activities without

jeopardizing future Federal funding. The issuance of an FFGA is the culmination of the New

Starts project evaluation process. However, projects under FFGA are continually monitored as

part of the regular FTA program management activities.

Major transportation investments embodied in the New Starts program begin with

local decisionmaking through the MNPO planning process. Where Federal funds are likely to be

part of a major transportation investment, the local planning process must include a Major

Investment Study (MIS) designed to evaluate alternative investments or strategies in meeting

local, state, and national goals and objectives. The MIS concludes with the selection, by the MPO

as part of the planning process, of one or more preferred projects and a fading strategy.
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ISTEA authorized $5 billion for the New Starts program over the 6-year

authorization period, yet the legislation contained project-specific earmarks totaling $6 billion.

Moreover, since fiscal year 1992, the Department of Transportation appropriations acts have

included funding for fourteen projects not authorized by ISTEA. Each of the projects -- including

those earmarked in law - must meet statutory criteria for project approval by FTA as found in

section 5309(eX2)-(7). These criteria include completion of the MIS, a comprehensive review of

the project's mobility improvements, environmental impacts, cost effectiveness, operating

efficiencies, and the degree of local financial commitment. Land use policies and such factors as

congestion relief, air pollution, noise pollution, energy consumption, and the promotion of

economic development are additional criteria applied to evaluate proposed projects.

On April 25, 1996, 1 reported to you about several of the proposed New Start

projects for which we are seeking finding in this next fiscal year. FTA's annual report to

Congress, now the section 5309(m) New Starts Funding Levels and Allocations Report, evaluates

the New Starts projects in the pipeline. We will be providing this report to you shortly.

New Start projects that we are currently finding include: the MARTA North Line

Extension in Atlanta; the Baltimore LRT extensions; the South Boston Piers Transit way; the

Dallas South Oak Cliff LRT (for which finding will be completed this year); the Houston

Regional Bus Plan; the Los Angeles Metro Rail Red Line; the Maryland MARC Commuter Rail

improvements; the New Jersey/Urban Core Secaucus Transfer Station; the Pittsburgh Airport

Busway (for which finding will be completed this year); the Portland, Oregon, Westside LRT; the

Salt Lake City South LT; San Juans Tren Urbano (newt/ under FFGA); and the Denver

Southwest Corridor LRT extension (also newly under FI!GA). These are under FFGA and

represent a total Federal investment of $5.2 billion. Upc n completing, these projects will result in
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over 80 miles of new rail service which, together with substantial improvements in transit service,

will provide about 150 million annual transit trips.

We also now have four projects proposed for FFGA - San Francisco Area -

BART Airport Extension; New Jersey Urban Core - Hudson/Bergen LRT; Sacramento LRT

Extension; and St. Louis St. Clair MetroLink LRT Extension -- along with the San Jose Tasman

project previously covered by a Letter of Intent. These four projects are expected to complete

the project development process and become ready for final design and/or construction during

calendar year 1996.

We believe that these projects represent a significant investment in the economic

growth and infrastructure of our Nation's urban areas. As we have seen here in our Nation's

capital, these investments provide multiple benefits - in jobs, enhanced mobility, reduced

congestion, improved environmental quality, commercial and residential development, intermodal

connectors, tourism, quality of life - and they surely re-vitalize and transform our great cities.

CONCLUSION

As we move toward reauthorization in this next year, we need to take stock of the

benefits that public transit offers and build on the successes initiated by ISTEA ISTEAs flexible

fading and transportation planning provisions have empowered the states and metropolitan areas

to decide trusporatian strategies that best serve their communities. While we recognize that

ISTEA has brought significant transit investment, we are also aware that more investment from all

sources will be required to improve the quality of service provided by public transit.

Our work Is not done. Transit is an inportmt link in both rural and urban areas to

assure that the nation's transportation system fimucions efficiently. A strong Federal investment in

buses, rail cars, stations and facilities, research, plannin& and safety is critical to ensuring mobility



879

18

and economic growth. An interconnected multimodal transportation system that will carry

America well into the twenty-first century requires a strong Federal role in transit.

Mr. Chairman, that concludes my prepared statement. I would be happy to answer

any questions you ma have.
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Mr. Chairman Petri, Congressman Rahall, and Members of the Subcommittee, I am
Valerie Manning, President and CEO of the Phoenix Chamber of Commerce. Before I begin, I would
like to thank you for this opportunity to present testimony on behalf of the City of Phoenix, its
business leadership, and the 1.2 million citizens of Phoenix and 2.5 million residents of the Phoenix
metropolitan area. I am also here on behalf of all high growth cities, congested communities, and as
a representative of the New Starts Working Group.

As some of you may know, the City of Phoenix, and the surrounding metropolitan area, continues
to undergo phenomenal growth. Between 1980 and 1990, the Phoenix population increased by
24.5%, the second highest growth rate of the 20 largest cities in the United States, from
approximately 790,000 residents to 980,000. It is estimated that some 1000 people are moving into
the metropolitan Phoenix region per week. By the year 2015, the metro Phoenix population is
expected to reach 4 million people. As you can imagine, such growth, while benefitting both business
and government alike, has not been without its consequences. This growth is placing a burden on
our transportation infrastructure and challenging our communities to find innovative ways of
addressing our transportation needs. We know from our neighbors in California that metropolitan
areas there simply cannot build enough freeways to respond to this level of transportation demand.
A balanced transportation system that includes mass transit as a major component is essential to
successfully meet the transportation challenges we face.

The Phoenix Chamber of Commerce has taken a keen interest in the Valley of the Sun's
transportation issues. We have set up a Valleywide Transit Task Force to study how transit issues
affect the business community and its working environment. Our interest and position on
transportation issues is further strengthened by a recent report by the Morrison Institute of Arizona
State University commissioned by the Chamber, entitled Transit in the Valley: Where Do We Go
From Here?. The study found that the Phoenix Metro area must do more than merely build freeways;
it must build support for a range of transportation solutions. There are many transportation needs
in the Valley. In order to meet the challenges that growth poses for the Valley's transportation
system, the area's business community is supportive of local government efforts to find solutions to
the problems.

Currently, the citizens of Phoenix and its neighboring communities are examining options for
expanding the public transit system. In September, the residents of our neighboring city of Tempe
will vote on a / cent sales tax to improve its bus system and explore possible rail line options. This
/2 cent sales tax will raise $20 million annually for the City of Tempe. These monies will be dedicated
solely to mass transit system improvements. The City of Phoenix also continues to aggressively
support and look for ways to improve the transit system. Since 1985, Phoenix has ste Jily increased
its general fund contribution to transit from $7.5 million annually to the current $24 million per year.
Phoenix citizens are also exploring ways to improve our transit system. They are now engaged in
focus groups and community meetings to discuss improvements and options. It is anticipated that
in the fall of 1997, with the recommendations of business and community leaders, the citizens of
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Phoenix will be asked to approve an additional $40 million a year to expand our mass transit system.
If successful, this new infusion of $60 million per year from the Cities of Phoenix and Tempe will
enable our communities to double the size of our bus systems and to begin a fixed guideway
implementation.

As you all know, the cost of such a system is staggering. This major commitment of funds has
already stretched local budgets and will not be enough to develop a system that will meet our travel
needs and air quality standards. We can only do this with the support of the New Starts program.
We are now engaged in discussions with officials of the FTA and have expressed a willingness to
match federal assistance dollar for dollar with local funds: a 50/50 partnership with the federal
government versus the traditional 80/20 partnership. We believe that this proposed commitment of
local funds is consistent with your Subcommittee's philosophy and objectives. In light of the Federal
budget deficit situation, we also recognize that we cannot rely on Federal Operating assistance alone,
and are prepared to undertake the financial responsibility of paying for the operating and maintenance
costs of this expanded system.

This is why continuation of the New Starts program is important. The funding need exists, especially
in growing cities like Phoenix which are considering light rail and other alternative solutions to their
transportation crises. In conversations with my counterparts in other sections of the country,
especially growth cities, I can tell you that public transit is vital -- it impacts both economic
development and quality of life, two very important ingredients for success anywhere.

You may ask why the federal government should be interested in these problems faced by local
agencies nationwide. It is because cities like Phoenix are part of the national economy -- goods and
services flow in and out of Phoenix to all the other cities and regions of this country. As the nation
grows more and interconnects more intensively, a better transportation system is an economic
necessity.

As a representative of businesses, and citizens of.Phoenix,. I feel that the continuation of the New_
Starts program is vital to cities like Phoenix because of the importance of mobility and quality of life
in our communities. Our businesses and citizens are engaged in a daily struggle to meet both state
and federal guidelines on travel reduction and air quality. Without improvement in the transit
infrastructure, our competitive edge is weakened. This spring, the EPA downgraded the Phoenix a-ea
from "moderate" to "serious" for particulates and has proposed a reclassification to "serious" for
carbon monoxide as well and we are at risk of redesignation for ozone pollution over the next year.
The state legislature is scheduled to go into special session this summer to develop additional air
pollution control measures. In addition, the Governor's newly appointed Task Forces on ozone and
transportation alternatives are committing long hours to research other programs that may be
implemented to reduce air pollution. We support these efforts for cleaner air. We want to be a part
of the solution. However, we understand that our ability to reduce air pollution is seriously limited
by the capacity and status of the transit system. We are convinced that the New Starts program is
an integral component in not only providing for future transportation needs, but for a better quality
of life as well, and we urge you to continue it.

Mr Chairman, I want to thank you again for the opportunity to present testimony this morning.
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Mr. Chairman, Members of the Committee; thank you for allowing me this opportunity to
testify. My name is Tom McCraken and I am the Chairman of the Regional
Transportation Authority of Northeastern Illinois.

The RTA Is the oversight authority for the Chicago Transit Authority, Metra Commuter
Rait and Pace Suburban Bus. Our authority covers the six-county region surrounding the
City of Chicago and olleetively, the Servioe Boar& provide more than 2 millon rides pV
day.

As you prepare to rewrite the ISTEA, allow me to describe for you the RTA system with
reretnce to its rol in achieving the Act's fecdral objectives.

We are a transportation alternative for those who commute to work, school and other
dally destinationL A majority of our ridership is daily commuter. A number of
employers depend on transit to provide access to the best possible workforce in the area.

........ y EwjOs hor the Chicago area traveled with me to Wadiilngton to impress upon
Cog e -epnrshp we have-with-the -bus n. community. " e-A ..........

service. For many, there would be no job if transit could not provide the commute. As
such, we become a necessary predicate in congressional efforts to revamp welfare and
move people into the ranks of the employed.

In many metropolitan areas, Including Chicago, transit is interstate in nature. In our area,
we provide service to both Wisconsin and Indiana. New York MA serves Connecticut
and New Jersey. SEPTA in philadelphia serves New Jersey. Here in Washington,
METRO serves Virginia and Maryland, in addition to the D1stricL

It is Important to recognize that transit is a partner in the transportation system. Transit
has a long-standing parnership with the federal government in ensuring the efficiency of
an Integrated and interdependent transportation network.
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We we also in a partnership with the State of Minois. Both the Governor, who this year
co-chairs the National Governor's Association Transportation Commitee, and our stm
Department of Transportatlon, have included the preservation of transit capital as one of
their top priorities In this reauthorization process.

Let me give you an example of how importt transit and our partnership with [DOT is on
a daily basis. The Dan Ryan and Kennedy Expressways in Chicago have the highest
truffic volumes of any of the region's highways, with average daily traffic over 200,000.
lose highways are paralleled by two CTA rail lines that carry over 140,000 per day and
two Mctra commuter ral lines that carry over 72,00 per day. Without this partnership,
expressway traffic in this corridor would newly double - resulting in severe congestion
and enormous loss in productivity. In addition, there would be an increase in air pollution
and decrease in safety that would directly result from such an increase in vehicle traveL To
put this in perspective, the FlA estimates that our region's infrastxuctw'e and service
curently saves some $1.1 billion in economic producdon annually by reducing congestion.

In addition to those benefits, transit investment has demonstaed very direct and tangible
economic impacts. Acording to a study by Cambridge Systemaics, investing in
Chicago's public transportation system offers one of the best economic returns in the
nation for a public works project, at more than six dollars of economic impact for every
dollar invcttcd.

Under a scenario in which we simply maintain our system In a "stre of good repair," over
the next five years, business sales would increase by more than $1 billion; personal income
would increase by $800 million; and employment would increase by more than 11,000.
This and other studies demonstrated that a healthy transit system is not only important for
the efficient operation of th, nation's economy, but also stimulates additional economic
growth.

In addition, we have found that transit is a aajor impetus for the development and
redevelopment of areas across the metropolitan region. With the opening of the CTA
Orange line, serving Chicago's Midway Airport, the southwest side of the city has
experienced a renaissance In residential and commercial development with property values
increasing by as much as 25 percent. Metra Commuter Rail's new Wisconsin Central line
has won enthsiastic support and financing from municipal leaders and is attracting new
development. And the CIA's reconstructed Green Line Is expected to attract more
business and create additional economic opportunities.

Not surprisingly, In the downtown central business district, transit commands a 75%
market share. In fact, we are seeing more businesses in our region take advantage of
these opportmildeg and the benefits that transit can give them and their employees by
moving back downtown from the suburbs. Sara Lee Bakery and Benevia, the
NutraSweet ut of Monsanto, have already moved to the city, and U.S. Robotics, the
nation's largest manufacture of computer modems Is looking to make the move.



885

This is not to say we don't face sigidflcant chenges. In the last few decades, major
industries *d the population that supports them have moved to the nation's major
metropolitan ares. With that grwth has come increases in vehicle miles traveled and the
congestion that accompanies i. tFHWA projections of travel indicate sobstandal growth
in vehicle trvel into the next cenwuy. If not addressed, that congestion treaens
economic productivity and has a direct impact on the price of goods and our competitive
posidons in the global economy.

i& trend of urban congestion is of even greater concern given the fundamental change
in the economy. To be mo compedtive, "Just.in.dme"' delivery and expedited delivery is
now commonplace and =a be accommodated by ou transportation network. The
challenge "Just-in-tme" delivery poses in metropolitmn areas is particularly acute.
Extended rush hours and traffic delays prevent companies from meeting the demands of
"Just-ln.time" delivery - and deprive the economy of the necessary e©flclncy.

The example of t Dan Ryan and Kennedy expressways I mentioned earlier illustrates the
partnership role that transit plays in supporting that efficiency. Twelve percent of the
traffic on those expressways Is trucks, Increased congestion would delay the delivery of
the goods they carry. Without transit, the competitive advantage of'just-in-tirne" delivery
would be compromilseL

Mr. Chairman, and nmbers of the Committee; transportaton has changed dramatically
since 1980. As the Committee assesses these changes, it is Important to recognize thas
transit has changed a great deal also. In the Chicago area, our annual operating budget of
$1.2 billion is almost entirely supported by local resources. On the other hand, federal
assistance Is the linchpin of our capital program. We now receive approximately $200
million per yem to maintain an asset base of some $18 billion, That assistance comes in
the form of funding through the Secon 3 Rai Modenization Progran and the capital
assisplfce provided under the Section 9 formula program. Obviously, that capital funding
is absolutely essential to preserve this irreplaceable public - and federal -- investments

While the preservation of the federal transit capital investment and Its contributions to our
national competitiveness is important to all metropolitan areas - be it Chicago, New York
or Los Angeles - the method of addressing our transportaion problems is unique in each
instance. ISTEA was a major turning point in the direction of our nation's transpormtion
policy that responded to that fact.

ISTEA etablished a more equitable treatment of modes by the fedeml government and
acknowledged the importance of transit as a partner In meeting our national interests.
And it began to tun the programming reins back to local officials.

As this committee begins to look at the next reauthorization, I would respectfully suggest
that it retain certain premises that have worked and contributed to its acceptance and
success:
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* flF Th ormxautre, Particularly in the trasit program should be pres"ervd

*In particular, the RaiI Modernization program should be presrvd.

*FWudng and hdeal match level should be equble and reect t" panerhip
been mode&

*Mauropoltan amea should main the eight to allocate federal. funds between highway
and umzuit projects.

*EIMInatecosly and burdensome mandates and reglations to allow transit system to
become nm: e cost effIceL

If Ifty. I would also like to address one speci&i issue.

As pant of its Budget Resolution, the Seat Passed a non-binding resolution that calle
for the divesion of one-half cent of gas tax revenue from the Mass Transt Account of t
Highway Trust Fund to Aviwk.

MW. Chiairmnan, if this proposal is enacted into law is would have a devastating effect on the
long tarm prospects of the trasit program. It would jeopardize the neousary captal6It ifoqe ents we all so desperately need. And ultimately, it would seuiousy comprozmse
t pareshp role that transit plays. in supporting the nation's economic efcidency.

Mr. Chainna in closing I would apin like to point out that tansit has changed
sinficantly in thelasn several year. Politically. it no longer has a mionolihi
constitaa. In our ame, transit finding, especially capital fundinS. is just as important
to ubtb sas i s to thecnty. As lssteach tends intoulgxcsmog uwjs h
become Inerstate in nature and has become an integral part of a tasoaion network
with wide support amros the country.

As you continue to craft the reandiosisadon of the ISTEAS we took forward to working
with you over te next year and hope. to give you the benefit of our perspective and
r-

Thank you and I would be pleased w Join with my colleagues on this p"ne in aswering
any questions for the Committe.
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Good morning, my name in Anton C. Nelemsen. I am an
Associate Professor of Planning at Rutgers, the State Univerity
of New aeruey, and a private planning consultant in Princeton,
New Jersey. X am here today to lend my voice to the support of
the Section 3 Transit Nev Starts program, in the reauthorization
effort. That will be my conclusion today, and let me briefly
explain for you how I come to that view.

I conduct interactive community-bsaed planning exercises as
a consultant to unicipal governments. since 1984, 1 have
conducted 'Visual Preference Surveys, VPS's* in over 100 cities
across the United States. Among the many cities that have
participated have been Los Angeles, Portland, Oregon, Corpus
Christi, Louisville, Arlington County, Virginia,, Philadelphia,
Santa Fe, and Wellington, Miseouri, a suburb of St. Louis.
Closer to Washington, we will be conducting a VPH in Baltimore in
September, at the Reisterstown Road Netro station.

In short these surveys have been conducted in all sizes of
cities. Thee surveys were attended by, and therefore reflect
the personal views of over 3S0,000 aitizens. in that sense, Mr.
Chairman, I speak today less for Anton C. Kelemmen, and more on
behalf of those 350,000 Americans.

First of all, just what is a.Visual Preference Survey, or
vPs, and how does it work? lPS is a visioning tool that I
developed and have been using for the past twelve years to
involve the public in decisions about their com;Zties. it is
essentially a controlled image presentation of community design
alternatives along with an accurate questionnaire. During a VPS,
viewers are asked to score their responses to each slide image
using a scale of +10 t~o -10. They rely on their own personal
judgments and preferences as they answer questions like Xi this
an image of something I like o .dilike? Does it make me feel
safe and secure? Zs it appropriate for my community?

it takes a person about 2 seconds to come to a conclusion.
Analysis of the survey responses have helped us define how
Americans really feel about and respond to particular design
features in aeommuities. Positively moored images suggest the
type of design enhancements that moot Americans want. Negative
images indicate what should be avoided. As a planning tool, VPS
allows all members of society to be personally and directly
involved in deciding the future of their communities as weAA as
the design of particular projects.



-
I

889

One thing in this process X have found very interesting has
been that wlthot regard for income or education level, people
often agree. Carpenters agree vith CBO'. High school students
agree with seniors.

.o&il 2TR.,n. PL-,eOkm =eatm Liva le-

As a member of this panel, I would like to encourage this
committee to strongly support the Now _tarts program. Now I came
to be a rail transit supporter was wholly unintentional. My

= pot grow out of findings taken in these" VPS Ia. I focused
p ~oxl's perceptions of urban evironst.. 'Streets and . U.nit
are critical to the movement of people and goods and hence to our
economic well being as a-nation.

They are also our most important public spaces# instilling
our primary meuse of place. Too often, these facilities are
designed for the vehicle and not the prgon; an a result, modern

streets and transit can be peroeivd..ypol as negative
places, detracting from the qualt 21 hua life. When this
happens, commitieu are robbed o and physical
capital. This represents an enormous social cost in terms of
lost potential, depression, hopelesness, fear, and anger. The
negative quality of these public places is part of dangerous
downward cycle of decay that must be halted, remedied and
reversed.

Through the Vps process, people are encouriged to take part
in understanding their public spaces, and in signalling their
local political leaders as to how it is they want their
commLitie to grow. By involving p. ple in this process and by

believing and acting upon their vi ., we also enhAnce the
promise and spirit of democracy and help to remove the negative
stigma often attached to Big .overamnt. What ye are finding
is that small investments in enhancing the physical environment
will not only improve attitude# and usage of transit but, I am

convinced, will also pay enormous dividends in terms of social
and economic well being in communuties across America.

Let me also poAint out that these VPS's have not been 'front-

end loaded" to elicit a pro-transit, pro-rail response, But,

interestingly, the overwhelming responses have been in favor of

the type of human-scale communities well served by efficient rail

transportation. People vant cars, yes, but they want them in the
form of a balanced transportation system. They also want

attractive walkways for pedestrians, safe neighborhoods, and a

gense of community. In short, citizens want balance.



390

And in most urban areas, omewhere along the line that
balance has been lost. Poorly planned communities have resulted
in more and more dependence on the single passenger vehicle to
perform simple daily routines. Women, not surpriengly, are the
biggest users of the single passenger car. Errands. They
are often the ones in families charged with c ld care J
deliveries, grocery shopping and the like. And in cases where
those goods and services are not neatly sLtuated near them, they
must take to theiz cars. They have no choice.

And yet, time and again, what we have heard in these surveys
is that people went and need a sense of community and of
neighborhood. They want to return to the feeling, if not the
actuality, of small town America. And that is how I have become
such a large supporters of these urban rail projects. Because,
vhen combined with the co-location of goods and services, :rail
transit goes a long way to helpLng to create a high qua1Ly of
lfe, as defined by these surveyed individuals.

And transit lends balance tAL the urban transportation mix.
It is the capacity safety valve at keeps us from having to
build more and mo e highway lanes. We know that transit is the
one mode that is immune to congestion. Rail transit actually
thrives on congestion. And the many people rail carries back and
forth make up an economic block of shoppers for goods' and"
services. This makes co-location an easy economic choice for
developers and retailers. Because, financially, it works[

BEST AVAILABLE COPY
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Another point. Havig gotten ito the ubjeot further, r
have disaovered some thig caled *trave time convergence We
have dOisov ed that itV angested areas, vhero highway hue are
added and then transit is added, end so on, back and forth,
peole will move betwe e tho two according to perceived

Iavantage. As highway lakes fill up, travel t s extends. An
transitaservics ic added, headway. decrease and travel times
shorten.
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I am submitting for the record written testimony that goes
into further detail rer ding those VPB'u. You will read how an
analysis of hundxeda o bum stops nationally suggests that the
ideal facility should be designed as an exterior, urban room.
You wi]l learn of the importance of the pedestrian realm to
commnties. Of how we now are looking within a five minute walk
of rail. stations to see how the streets and walkways leading
there "feel" to people. You will see how connecting the dots of
city streets, transit, sidewalks and economic development results
in more positive environments. it is my view that we need to
listen to what people -- the "men, women and children on the
street,0 if you will -- are telling us.

Briefly then, my recotauendations to this committee would be
that you fully support the expansion of urban transit rail
projects in America's cities. That these projects be viewed in
the context of the positive quality of life they create. That a
strong Livable Comnmmity aspect to transit be retained. That the
public process be enhanced, not just because it's politically
correct, but rather because the public knows what they want. For
these past twelve years, they've sure been telling me!

Thank you for yonr attention.
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Statement of David Rar '1aeI
Executive Directoi

Community Transportation Association of America (CTAA)

Before the

SURFACE TRANSPORTATION SUBCOMMITTEE
of the

COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
US. HOUSE OF REPRESENTATIVES

Mr. Chairman, members of the Committee, my name is David Raphael. I am the Executive Director
of the Community Transportation Association of America (CTAA), a nonprofit membership organization
that represents both the people who operate local community transportation agencies as well as the
people who depend on community transportation as their lifeline to jobs and basic services such as
health care. Our members include the managers of rural, smaller urban and specialized transit agencies
throughout the country. CTAA is a national association and is based here in Washington.

Joining me at these hearings today is Taunya Kopke, the director of Community Transit Services for
the Community Resource Group in Arkansas, and Robert Boylan, who is vice president of the West
Virginia Public Transit Association. Both organizations are members of CTAA, as are over 1,000 other
small transit systems and state transit associations across the county. I will comment briefly on the
status of community transportation nationally, while Ms. Kopke and Mr. Boylan will share with you
their concerns and experiences from the perspective operators of small transit systems.

Mr. Chairman, we congratulate you and your Committee for undertaking these series of hearings in
preparation for next year's reauthorization of federal transportation legislation, and appreciate your
invitation to appear here today. It is important that you assess the nation's transportation needs and
priorities and take a look at the effectiveness of current federal programs and assistance efforts. We are
especially encouraged by today's hearings that focus on America's need for good, accessible and
universally available public transportation, and applaud your efforts to examine the adequacy of current
ISTEA legislation. In addition, however, we urge you to hold a series of field hearings around the
country so that more local officials, citizens and small transit agencies can directly participate in the
reauthorization process.

A Needs-Baed Approach to Setting Federal Transit Priorities

Mr. Chairman, while national transportation policies should serve the needs of all people, certain
segments of our population today are more dependent on public on than others. These transit
dependent persons mclude almost one-third of the nation's total popaion, made up of roughly equal
numbers of older Americans, persons with disabilities and poor people. In addition, barely 50 percent of
small town and rural residents today have access toany public transit, and where rural transit is
available, service levels are grossly inadequate compared with needs and comparable services in larger
communities.

The Community Transportation Association of America (CTAA) supports the extension and
continuation of federal transportation legislation known as ISTEA. At the same time, however, we call
for major overhaul and restructuring of our transit assistance programs - especially funding priorities.
The following is a set of broad principles and recommendations that C.AA's Board of Directors has
adopted for the reauthorization of I . These policy positions are intended to form the begnngs
of a comprehensive national transportation policy, and, we believe, will result in a nes-based approach
to transit policies:

• Investment Levels- Federal investment in public transit services should be restored to a
level commensurate with the human, social and economic importance of those services;
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Dedicated Funding - Federal transit investment should be supported through a stable
and dedicated national source of funding. A special Mobility Enhancement program
should be established within ISTEA similar to the STP and CMAQ programs;

Bridging the Mobility Gap - Congress should establish national mobility goals desifped
to eliminate barriers to mobility that are based on age, disability, income or geographic
place of residence. An immediate "floor" or minimum funding threshold should be
established that will help raise transit service levels in all under-served communities;

Focus on Translt Dependent - In a time of limited resources, the first priority must be to
meet the needs of the transit dependent, those who lack adequate access to alternative
means of mobility. Federal transit investments should be prioritized by targeting
resources on the communities and people who need them most;

Flexibility for Smaller Operators. Establish a unified community transportation
assistance program for all communities under 200,000, and remove operating assistance
caps in small urban areas.

Bridging the Mobility Gap

Federal policy should seek to close existing mobility gaps between young and old, between rich and
poor, between the able-bodied and the disabled, and between metropolitan, suburban and rural areas.
Minimum mobility thresholds should be established for both individuals and communities, with
effective federal enforcement to ensure that national priorities are implemented.

Our nation's mobility has always been a critical element in our economic growth and productivity.
Freedom of movement has been essential to our social development and evolution as a national society.
At the personal level, mobility connects people to jobs, school, medical care, shopping, friends and
extended family - to the rest of society.

* Mobility is an economic necessity, providing access to jobs, labor markets and
community resources, and assuring that America has a mobile work force;

* Mobility is a fundamental human right, enabll.p individuals to lead active and productive
lives and maintain their independence by participating in community and civic activities;

* Mobility is a social benefit, offering personal contact and communication between
individuals, and contributing to the mental and physical health of the American people.

Most Americans today enjoy an extraordinarily high level of personal mobility - relying on their
own resources to meet most of their travel needs, and benefiting from huge public investments in roads
and highways. Historically, our national transportation policies have assumed and promoted widespread
vehicle ownership. But many people have no choice in their transportation decisions. Either they are
not licensed to drive, cannot afford apvate automobile, or are unable to operate their own car. In

addition to the nation's 10.6 million households with no private vehicle, milions of Americans -
because of their age, disability or economic status - must rely on community transportation for their
mobility needs.

The Price of Isolation

The price of isolation - both to society and the individual - is real and significant. Isolation
results in higher medical and other social service costs, the premature institutionalization of older and
disabled people in our society, and loss in the productivity and earning capacity of millions of
Americans. Isolation also significantly limits economic and social opportunities, and contributes to
increased dependency of individuals by forcing idleness and limiting their access to jobs, education and
basic services.
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Proposal: ISTEA established setaside programs to address congestion, air quality, highway safety
and other national priorities. Overcoming isolation and enhancing individual mobility should receive
similar attention through creation of a separate Mobility Enhancement Program. This national
Mobility Initiative, which could be funded out of proceeds from existing federal gas taxes, would offer
financial incentives to local communities seeking to assure access to jobs and basic community services,
improve the accessibility of existing transit services and facilities, or improve the coordination offederal
and state transportation programs.

The Rural Transit Network

Services aimed at overcoming isolation in rural America are provided through a network of local
agencies, funded under Section 18 of the Federal Transit Act. By law, 5.5% of federal transit formula
assistance is setaside for communities of less than 50,000 in population.

The rural transit network that has evolved has grown significantly since the Section 18 program was
established in 1978-including a 30% increase in just the last five years. Today, there are approximately
1,200 rural transit agencies operating under FTA's non-urban program. Collectively, they operate in
almost 1,900 of the nation's 3,000 rural counties, serving a nonurbanized population of 53 million.

Section 18 is a successful federally-funded but state-administered program. At least half of the
operating funds come from state or local sources. Federal assistance is distributed to states on the basis
of the size of their rural populations. On a per capita basis, this amounted annually to roughly $1.50 per
rural resident in FY'96. By contrasts, national transit spending was $16 per capita, or more than 10
times greater. Limited federal funding has resulted in a relatively large number of small providers,
doing more with less, and operating on shoe-string budgets. The average rural transit system, for
example, receives less than $150,000 in FTA assistance.

Where it exists, rural community transportation is a lifeline for rural people who need assistance in
getting to work or to doctors and health care because they do not have access to a private automobile or
taxi. However, four out of ten rural counties today do not receive any federal transit assistance.

The Section 18 Rural Transportation Network

'-* I- 101P
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Levels of Service

And now, Mr. Chairman, I'd like4odiscuss the relative levels of public transit service currently
being provided in rural America. It's one of those situations where the glass is both half full and half
empty at the same time.

For example, over 50 million rural residents today have access to at least some public transit service.
Public transportation is now available in more than 1,900 non-metropolitan counties. That coverage
represents a remarkable expansion of service in the 18 years since FTA's rural program was established.
It is particularly significant in view of the limited funding resources that rural operators have had to
work with and the numerous obstacles they have had to overcome.

On the other hand, it remains true that almost half of rural Americans receive no federal transit
assistance. Over 1,200 rural counties today remain completely unserved by public transit, an area that
includes more than 35 million people, or roughly 40% of the nation's rural population. Another 30%
live in areas where service is almost non-existent - amounting to less than two trips per capita, or 25
yearly trips per carless household. By comparison, it should be noted that the average urbanized area
with a population of I million or more enjoys federally-assisted transit service at a level equivalent to
more than 1,200 passenger trips each year per car-less household - almost 50 times the rural average.

This distorted pattern is, unfortunately, characteristic of much of the nation, and even worse in many
rural states like West Virginia and Arkansas. Only 21 of West Virginia's 55 rural counties, roughly 40%,
have any public transit service at all. More than 80% of the state's rural population lives in areas where
transit service is not available or virtually non-existent. In Arkansas, public transit service is available in
only 30% of the counties. Again, nearly 80% of the state's rural population has access to virtually no
public transportation.

The paucity of funds is
exacerbated by the fact that
those who need transit service
in rural and small urban areas
are the most transit dependent.
Thirteen percent of small urban
transit riders are elderly, and
more than 1/3 of the rural
ridership is made up of older
people who depend upon
public transit services. By
contrast, only 7% of public
transit riders nationally are
elderly. Furthermore, over
50% of the customers served
by small urban and rural
systems are poor, compared
with 15% nationally.

Moving Toward Equity

Proposal: Congress needs
to establish national mobility
goals and begin by setting a
floor under current levels of
transit services. FTA fundingg
formulas should assure
minimum allocations for all
smaller communities.
Beginning in Fiscal 1997, the

Federal Transft Expendibires Per Capita
(FY 1995)

Large Urban Medium-Urban Small-Urban Rural
Areas Area

$os: FTA FY 1995 ApprAtiop r
Areas Are"s
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per capita funding

Dependence on Federal Transit Operating level in comumniiesAssistance by Geograhpic Area under 2oo,0oo shouldbe increased in stages
o,, to assure it reaches at

least 50% of the
national average.

Flexibility for Small
Operators

The similarities
2M%." between public transit

systems in smaller
cities and rural areas
are striking. Ridership
in both rural and small
urban areas are geared
toward the needs of the
transit dependent.
Both are almost
exclusively bus
systems, relying on
relatively small fleets
of small and medium-

5% sized vehicles. Few
operate rail services.
For the most part,
smaller transit systems

0% complement rather
Large Urban Medium Urban Small Urban Rural than compete with

Areas Areas Areas Areas private automobile
Sourr: FTA and C TA4 data travel. Relieving

gridlock and
congestion are not their primary issues, but transporting people to work who either don't drive or cannot
afford a car of their own, and meeting the special mobility needs of the transportation disadvantaged are
common concerns of both groups.

Although their services are extremely important to the transit dependent, smaller transit agencies
receive relatively little national attention. For example, while small urban and rural transit systems
account for more than 80% of the nation's 1,700 public transit systems, with combined service areas that
include 116 million people - roughly half the total U.S. population - their funding represents less than
10% of the federal transit budget.

National policies are also inconsistent and uneven in dealing with transit in smaller communities.
The rules change without regard to identified or actual needs. When it comes to implementing ADA and
federal drug and alcohol testing requirements, for example, small urban and rural operators are lumped
together. However, for most other purposes, the rules for the largest and the smallest urban transit
systems are the same. A case in point is federal operating assistance.

Under existing law, transit agencies serving towns between 50,000 and 200,000 operate under the
same restrictions as systems operating in our largest metropolitan areas. This one-size-fits-all approach
overlooks the fact that the operations and services provided by many smaller transit systems more
closely resemble those provided by rural operators than their larger urban counterparts.
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Currently, all urban transit systems - regardless of size - are restricted in the amount of federal
funds they can use for operating purposes. This so-called "cap" on federal operating assistance is
applied to smaller urban transit systems, even though they are far more dependent upon federal funding.
Rural communities, on the other hand, can use their federal transit funds flexibly to meet either capital
or operating needs as local conditions dictate.

Unifying Smaller Transit Programs

Proposal: Blend the best features of the existing Section 18 and small urban Section 9 programs into
a single transit assistance program for all communities with populations of 200,00 or less, eliminating
federal restrictions on use of operating assistance in all communities under 200,000 in population. The
proposed Community Transportaton Assistance Program would be designed to: 1) relieve unnecessary
administrative and regulatory burdens from smaller transit systems; 2) provide maximum local
flexibility in the use of federalfunds to meet local transportation needs; and 3) retain provisions under
current law that are beneficial to both small cities and rural communities under a consolidated program.

Rural Transit Assistance Program (RTAP)

In 1986, Congress created Section 18(1), the Rural Transit Assistance Program (RTAP), to provide
information, training and technical assistance to rural transit providers. It was recognized that a backup
support program was needed for these rural operators. RTAP has been a highly successful program
reflecting a partnership between the Federal Transit Administration (FTA) and the states. Eighty-five
percent of RTAP funding is apportioned to the states along with their regular Section 18 allocation, and
helps cover the costs of state-designed and administered training and assistance programs. The balance
of the funding supports the national RTAP program, which operates a toll-free assistance hotline, a
national transit information and resource center, a peer-to-peer technical assistance network, and
develops training materials geared to the needs of rural operators.

Although the RTAP program is strongly supported, and has been universally acclaimed as a model
federal assistance effort, its funding has been cut in recent years because of the ISTEA formula linking
RTAP-funding to a fixed percentage of the total FTA research and demonstrations program. And while
the authors of ISTEA envisioned that RTAP would grow as the Section 18 program grew, in practice,
this linkage has resulted in an actual decline in RTAP funding since 1991, even though the rural
transportation network it supports has grown.

In contrast to the success of the RTAP program, no similar assistance is available to transit operators
in smaller urban areas. These days, CTAA is increasingly being asked to provide hands-on assistance to
smaller urban transit operators, in areas like marketing, developin* accessible paratransit services, and
coordinating operations with other federally-funded transport services. We think that this oversight in
support mechanisms should be corrected when ISTEA is reauthorized next year.

Proposal: Expand the existing RTAP program to include technical assistance and support to transit
systems operating in smaller urban areas. Congress should provide a separate funding for the new
Smaller Community Assistance Program (SCAT) by earmarking an amount equal to 3 percent of the
formula grant funds allocated to rural and small urban areas.

Conduson

From a public policy point of view, we should take pride in the accomplishments of our public
transportation program. But we should also be concerned that such a large portion of our population
remains isolated and out of the economic and social mainstream simply because their individual
mobility is limited and they reside in the wrong neighborhood or community.

Access to Health Care: The nation has embarked on a major effort to develop a universal health care
system. However, for many Americans, the lack of access to doctors and medical facilities remains as
great a barrier to good health as the lack of medical insurance. Quality health care requires that people
not only be able to pay for needed medical services, but have the ability to get to them as well.
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Access to Jobs: Similarly, reforming our nation's welfare system and improving economic
opportunities for all will mean that transportation barriers also must be addressed. The lack of adequate
and affordable transportation represents a major obstacle to fully mobilizing America's workforce,
particularly for the unemployed and the majority of welfare recipients who do not own cars. Successful
national employment strategies and welfare reform will depend not only on the availability of jobs, but
also on access to them and/or employment training centers.

Mr. Chairman, this concludes my testimony. I wanted to thank you again for the invitation and
opportunity to appear before you today. I would also be delighted to try to answer any questions that
you or other members of the Committee might have.

COMMUNITYTRANSPORTA77ON
ASSOClATION OFAMERICA

1440 New York Ave.,N.W., Ste. 440
Washington, DC 20005

Tel: (202) 628-1480 Fax: (202) 737-9197
E-Mail: ctaa@cta&org
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Remarks of Maro V. Shaw, Ezeutive Director
New York State Metropolitan Transpo nation &uthority

before the
Nouse Surface Transportation Suboommittee

on the ReaUthoriuation of Kern
June ISO lov6

Good morning, Chairman Petri, members of the subcommittee, I

an Marc Shaw, Executive Director of the Now York State

Metropolitan Transportation Authority. I'm very pleased to be

here to share with you some of our thoughts as you begin to

discuss next year's reauthorization of ISTRA.

Let me start by saying that we consider ISTEA to be landmark

legislation that has thoughtfully focused our national

transportation policy on moving people instead of simply moving
vehicles. Its clearly hi-partisan beginning has ensured that

its underlying philosophy rings as true with the 104th Congress

as it did with the 102nd.

That philosophy clearly confirmed a federal commitment to

transit, acknowledging our industry's critical role in the

national transportation system. And it clearly fulfilled the

promise of turning over more decision asking about regional

transportation priorities to the local level, while emphasizing

multi-modal solutions. These underlying principles must be

preserved as we move forward.
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Beyond these principles, however, are a number of basic
elements of ISTRA's transit program that we believe should also

be Maintained, such as:

o the current categorical funding structure of ISTZ&'s

transit title.

o the current funding structure and ratios between formula

(Section 9) and discretionary (Section 3) transit programs
and among the discretionary transit programs.

o the current 80/20 federal/local match.

" the preservation and enhancement of the mass transit

account of the highway trust fund.

o the continuation of a general fund commitment to the

transit program, in particular to help address significant

federal mandates, such as ADA.

How then should XSTHA be changed to make it even better? Let
me offer some modest suggestions on some elements of the Act

that have an impact on transit.
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New Btarts - ZSTEA encouraged rational and cost-effective

transit system expansions through the "New Starts" funding

category. The NTA's own 63rd Street Connector project,

deemed by the FTA as one of the most cost-effective new start

projects in the nation, was funded from the Now Start

category with an equal matching share from state and local

sources,

When the Connector opens for business in 2001, 15 more trains

an hour will go into service between Queens and Manhattan,

significantly expanding system capacity and relieving

overcrowding for over 250,000 daily subway riders on the E

and F trains, the, most crowded subway lines in the country.

We hope to build on this success, but to do so will require

the continuation of Mew Start funding in the next

reauthorization. Let no explain. Governor Pataki has

recently outlined a bold plan for expanding and better

Integrating our regional rail system. His Master Links" plan

calls for now Long Zland Rail Road (LIRR) service to Grand

Central Terminal on the east side of Manhattan. This will

deal with both existing demand and forecasted growth over the

next decade on the nation's largest commuter railroad.
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To accomplish this goal, ws will maximize the federal

investments already made in the 63rd Street project by taking

the next logical step - connecting the existing 2amm level

of the 63rd Street Tunnel to Grand Central Terminal on its

west end and the LIRR right of way in Sunnyside Queens on its

east end. The lower level of the tunnel was designed ande

built with just such a commuter rail extension in mind.

Ylxed Guideway Modernization (Rail Nod) - fixed guideway

modernization funding, more commonly referred to as ORail Mod"

has also been crucial in helping to rebuild and restore some

of the oldest rail transit and commuter railroad lines in the

nation.

It is important to put the reasons for this category of

funding in historical perspective. The MTA's rail

infrastructure was built and financed with private, state and

local dollars prior to the advent of federal assistance.

Rail Mod funding acknowledged that in addition to the need

for federal assistance in helping localities create new

systems to improve regional mobility, there should be a

federal role in helping the MTA and similarly funded older

systems deal with the overwhelming costs of replacing

and updating antiquated infrastructure.
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The HTA certainly continues to have significant need for Rail

Nod funding. In our effort to reach a state of good repair,

we have invested $22 billion in our transit and commuter rail

systems since 1982. And while $22 billion sounds like a lot

of money -- and it is -- with a system whose estimated worth

is over $300 billion, it really only scratches the surface.

The remaining need, too, is great. we estimate that at least

$40 billion more will be required simply to bring all our

remaining capital assets into a state of good repair while

maintaining the existing infrastructure.

For instance, although the NTA has invested nearly $1 billion

in signal equipment for the New York City subway since 1982,

some 40% of the system -- much of it original equipment from

the 1920's and 1930's remains to be replaced, ard we have

only just begun to implement "centralized service management"

that will tell us where our trains are located in real time,

a capability that is standard on modern rapid transit

systems.

A continued rail modernization category that specifically

reflects the special needs of transit systems built before

federal aid was made available is therefore critical and

equitable.
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Formula Program - the Section 9 formula program -- the

cornerstone of the federal transit program -- could be

modified to enhance its efficiency and reduce administrative

burdens in order to help us stretch scarce federal dollars.

For example, since operating expenditures use outlay

authority in the first year five to ten times faster than do

capital expenditures, we suggest encouraging transit

operators to take all or a portion of their operating

assistance in capital dollars by providing a mechanism for

systems to make a voluntary two-for-one trade-in that would

be administered by each urbanized area.

Such an incentive program has several benefits in that it

would actually reduce annual federal outlays; provide a more

rational and equitable approach as the overall operating

assistance pot shrinks; encourage transit operations to

become more self-sufficient; provide an incentive for state

and local governments to increase their financial support for

transit operations* and; would not penalize properties that

rely on current levels of operating assistance.



Other helpful modifications to ISTEh could and should

include:

o allowing sale proceeds of federally funded assets to remain

with grantees in order to support other transportation

activities.

o eliminating federal procurement requirements Associated

with operating assistance or at least only applying the

requirements to federally funded procurements.

o streamlining the major investment study requirements and

procedures by integrating them with the National

environmental Policy .ct (NEPA) requirements.

o eliminsting costly to collect passenger mileage data from

the calculation of section 9 funding.

These revisions would save countless hours of work and

millions of administration dollars and would increase the

effetctiveness of our capital and operating investments.

7

37.734 97-14

407
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Ilepiihle Punde

No discussion of iBTRA funding would be complete without

commenting on the benefits of flexible funding as provided for

in the Act. Since 1991, the MTA has received $354 million in

flexible funding, money that previously would have been
earmarked by transportation mode rather than transportation

need. With that money the NTA has funded improvement at 76

stations, added parking facilities at our commuter rail

stations, and strategically expanded our network.

Utilizing flexible funding to address regional mobility needs,

rather than forcing mode-specific alternatives, has proven to be

a prudent expenditure of federal funds.

Finally, on a related front, transit properties around the

country could use significartly more flexibility in meeting an

assortment of'federally imposed mandates. We offer the

following specific recommendations:

0 allow us to cut administrative costs by pegging random

alcohol and drug testing rates to the experience of

individual operators rather than insisting on flat, agency

wide percentages.
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0 Section 130 - while we vill not make speCific re oendations

about section l3o reform at this tine, it isolear that

reauthorization is the appropriate time to take a fresh look

at its requirements in light of both significant changes in

the workplace over the past 30 years and the decline in

federal operating assistance in the recent past. we clearly

recognize the need to work closely with all interested

parties on a course that advances the interests of our

workforce, our riders nd the taxpayers.

expand successful effOrts to equalize the financial

incentives between driving and taking transit by narrowing

the difference between the $65 per month tax-free transit

benefit and the $165 per month tax-free parking benefit.

As our nation faces the challenges of the 21st century, the

world has become faster, better connected, and more competitive.

Our country, its goods, its services, and its citizens cannot

afford to be left behind.

Fortunately, we havp a promising, foundation for achieving

those mobility and economic goals through ISTEA. At the XTA we

are confident that a reauthorized act with a modest amount of

fine-tuning will keep our region and all of America moving and

flourishing.
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Mr. Chairman, I am Christopher Tiernan, Senior Governmnt Relations SlWlist for

theNational Easter Seal Society. Easter Seals is pleased to have the opportunity to appearteday

to discuss issues related to transportation accessibility and ISTEA reauthorization. I am

accompanied by Nancy Smith, who heads Project ACTION for our organization.

Easter Seals has a 75-year history of working to encourage the inclusion of people with

disabilities in the mainstream of American society. Our mission is to promote equality, dignity,

and independence for people with disabilities of all ages. We are longtime proponents of making

all facets of society accessible for people with disabilities and are proud of our role to enact and

implement the Americans with Disabilities Act (ADA). Our organization has placed particular

focus and energies on the full implementation of the law's transportation provisions.

For the nation's 25 million people 'with disabilities who are transit dependent, access to

transportation is the critical factor that determines whether or not they can pursue opportunities

in employment, education, housing, and recreation. When disabled people are able to depend

on an accessible transportation system .and join the work force, society as a whole benefits.

State and federal dollars spent on public assistance decrease and income tax revenues increase.

Accessible transportation also allows individuals with disabilities to enjoy cultural, recreational,

commercial and other benefits that society has to offer.

Before ADA passage, federal transit policies vacillated from requiring a bare amount of

"special efforts" to "full access." The result of these conflicting policies was that transit
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providers were confused about what they were required to do with respect to accessible

transportation. As this subcommittee knows, the fight for accessible transportation in this

country was marked by a contetious series of street demonstrations and protracted and costly

litigation. It became obvious that we could achieve more and see results faster if the disability

and transit communities could learn to work cooperatively to promote transportation

accessibility.

In 1988, Easter Seals, working with Paralyzed Veterans of America organization, and

the American Public Transit Administration (APTA), joined forces to urge Congress to fund an

innovative program designed to enhance cooperation between transit providers and the disability

community in order to develop cost-effective solutions to accessibility issues. That initiative

became Project ACTION (Accessible Community Transportation in Our Nation). Project

ACTION has sponsored innovative research, funded demonstration projects, provided technical

assistance to hundreds of transit providers, and developed an impressive resource center with

information on the most cost-effective ways to achieve accessibility.

When this subcommittee first authorized the Intermodal Surface Transportation Efficiency

Act (ISTEA) in 1991, Project ACTION had already been in existence for nearly three years.

In ISTEA, you underscored Project ACTION's special role, connected the project more directly

to the ADA, and provided the impetus for the National Easter Seal Society to continue to

administer the project. Since ISTEA, Project ACTION has received the fully authorized amount

of $2.0 million from the appropriations process each year. Earlier this month, the House
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Transportation. Appropriations Subcommittee approved $2.0 million for Project ACTION in

FY97.

Project ACTION's current mission, as defined by Congress, is to look at five areas.

First, to identify people with disabilities and their transit needs; second, to develop training

programs for transit operators so that they can be more sensitive to the needs of people with

disabilities; third, to train disabled people so that they can get over their fears of using public

mass transit and learn how to use transit services more effectively; fourth, to develop outreach

and marketing efforts; and fifth, to apply technology to eliminate barriers to transportation and

accessibility. Io

With the passage of the ADA in 1990, Congress expanded Project ACTION's goals to

include assisting transit operators in implementing the ADA's transportation provisions. When

Senator Dole stepped down last week after 35 years of public service in Congress ,he listed

passage of the ADA as one of his proudest accomplishments. Yet, as this subcommittee well

knows, achieving the worthwhile goals of the ADA is not an easy process --- particularly in light

of the tight fiscal constraints under which transit properties operate.

We are aware that this subcommittee continues to hear concerns about the ADA's

transportation provisions. There certainly are difficult issues before us, and we are addressing

them. But, we should not lose sight of the tremendous progress we have made in recent years.

Accessibility is increasing. all across America. Bus fleet accessibility has grown -- most small
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to medium sized cities and communities are close to 1005 accessible; rail station access has

increased; and, most importanty, the disability and transit communities have learned to work

together. Project ACTION is the singular, most positive force bringing the transit and disability

communities together. Transit providers are, for the most part, earnestly working toward

compliance with the ADA and providing the best quality service to all Americans-both those

with disabilities and those without. Yet they need ongoing assistance and guidance on

transportation accessibility issues. This is where Project ACTION plays a vital role.

Since its inception, Project ACTION has successfully completed 77 distinct projects that

promote cooperation between the disability and transit communities and enhance accessible

transportation for persons with disabilities. Project ACTION has developed five videos and

more than 100 reports promoting cost-effective methods to achieve ADA compliance. The

project has also sponsored the First Nationwide Conference on Transportation Accessibility

where disability advocates and transit providers from around the country collaborated on

accessibility issues.

While there has been remarkable progress, some serious issues have emerged in ADA

implementation. State and local officials are concerned about costs - particularly in the area

of paratransit services - that are growing dramatically, as federal operating assistance is

declining. Paratransit services for persons traveling to and from work can run from five to 10

thousand dollars per person annually, far exceeding the costs that can be recouped from the

riders. Fixed-route ridership by people with disabilities is still low, while paratransit demand
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escalates. Paratransit eligibility determinations are complex and sensitive issues.

Last year, Congress raised a number of these concerns and Project ACTION responded.

At the request of FTA Administrator Gordon Linton, Project ACTION convened two national

Paratransit Forums. The Project brought together leaders in the transit and disability

communities to work toward solutions. One of the key findings was a recognition that the

disability and transit communities must work jointly to encourage those individuals with

disabilities who are capable of using the less expensive fixed route system to do so. In response

to this finding, Project ACTION is currently undertaking a year-long national consumer training

project designed to encourage elderly persons and individuals with disabilities who are currently

using complementary paratransit service to transition onto the fixed route system. We will hold

seminars in Harrisburg and Pittsburgh, Pennsylvania; Roanoke and Tidewater, Virginia;

Westchester County, New York; West Palm Beach, Florida; Savannah, Georgia; Houston,

Texas; Johnson City, Tennessee; Muncie, Indiana; Akron and Cincinnati, Ohio; Portland,

Oregon and Santa Cruz, California.

Project ACTION will also sponsor two technical assistance conferences in the spring of

1997, in Pennsylvania and Colorado to provide hands on training and skills and to increase the

visibility of the wealth of materials the Project has developed to promote cost-effective ADA

compliance.- We are also in the process of selecting five communities and their transit properties

for the receipt of intensive self-assessment, problem solving and outcome-based technical

assistance. Communities can contact Project ACTION if they want this assistance. Lessons
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learned from helping these five communities reach full ADA compliance wilU be refined so that

other communities nationwide can benefit from this insight. Thus though we do not have all the

answers as yet, we made substantial progress. I am submitting copies of this report with

recommendations from these Forums with my testimony for the subcommittee.

The National Easter Seal Society's commitment to accessible transportation and to the

work of Project ACTION remains as strong as ever. We believe the cooperative approach to

addressing transportation accessibility that we initiated in 1988 has yielded positive results and

that we should build on these resources and success stories as we work toward full accessibility.

We recognize that as the world has changed since 1991, Project ACTION has grown and

evolved. As we listen to the many constituents served through Project ACTION services we

realize that current and future needs are different than they were in 1991. To illustrate: Transit

properties need direct assistance with problems and issues of ADA implementation. Further,

since so much quality information has been created by project grantees, there is less need for

additional research and demonstration projects. The immediate and future challenge is to

provide direct assistance to transit operators as they strive to meet ADA responsibilities and to

better disseminate the quality information that has been developed. To help disseminate

information we have funded the University of Wisconsin in Milwaukee to set up a regional

distribution operation for Project ACTION materials. While we believe we still need to award

grants to meet specific needs and purposes, the focus of our energies will go toward working

with all stakeholders on concrete issues and implementation barriers.
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.In the future we will be focusing on the following areas that we have determined need

additionalattention in order to fullyimpliment the ADA in the mot cost-effective maner.

o- Strategies and models for dealing with intermodal accessibility issdes;

o Methods to achieve workable local models of service coordination; - -

o Models for solving rural transportation issues;

0 Strategies and analytic techniques to make complex ADA paratransit eligibility

determinations;

o Solving operational and technical problems such as situations that occur when

vehicles are accessible but where the stations, stops or routes to the station and

stops are not accessible; and

o Planning for compliance: getting beyond the undue financial burden temporary

time extensions.

Project ACTION is a credible, cost-effective, and creative program that has strong

support in both the disability and provider communities and with the Federal Transit

Administration. On behalf of the millions of people with disabilities who rely on public transit
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and the transit operators working to seve them, the National Easter SWal Society wants to thank

is subcmm for its past suppo of Project ACTION. Easter Seals respctfully requests

rids subcommitt-e to provide a role for Project ACTION in a reauthorized ISTEA to ensure that

Project ACTION can contine to develop and disseminate workable solutions to the most critical

Is=es fAcing Uanit etors as they WImm the ADA. The spirit of copeaion would not
be poible without leadership of this Subcommittee. Ea Seals is grateful for your

support and we look forward to being a resource to this mbcolmittee as you address

acesbUty isu in the ISTEA reauto o pocess.

T"ank you for te oppori to tty on dis Impom issue. Ms. SmtM and I

welcone any questions.
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STATEMENT OF WILLIAM L. VOLK
MANAGING DIRECTOR

CHAMPAIGN-URBANA MASS TRANSIT DISTRICT
801 EAST UNIVERSITY AVENUE

URBANA, ILLINOIS 61801
TELEPHONE 217-384-8188

BEFORE THE SUBCOMMITTEE ON SURFACE TRANSPORTATION
UNITED STATES HOUSE OF REPRESENTATIVES

JUNE 18, 1996

Good Morning, Mr. Chairman and Members of the Subcommittee. My name is

William L. Volk and I am the Managing Director of the Champaign-Urbana Mass Transit

District in Illinois. The District is a system of eighty vehicles serving an urban area of

111,000 people.

I hope to accomplish two things in my testimony today. The first is to broadly comment and

support reauthorization of ISTEA. Secondly, I will ask for your support to explore a specific

change in ISTEA that would reward transit system efficiency.

Federal involvement in the maintenance of transit throughout the nation has been critical to its

survival. ISTEA was a huge step in the right direction in terms of flexibility and

intermodalism. These concepts should be maintained and strengthened in its successor.

Continued funding for transit is essential if the United States is ever going to achieve some

sense of balance in its transportation system. The over reliance on the automobile in our cities

is a national problem requiring a national solution. Transit funding for FY 1996 was the same

as it was in FY 1983. Clearly, the increase in the deficit did not occur as a result of excessive

spending in transit. The nation can afford transit, but it cannot afford the ever increasing

negative impact of our automobile-based culture. I urge you to continue and strengthen the

concepts contained in ISTEA, as you deliberate its reauthorization.

The specific area of interest that I have is in the formula distribution of funds to areas between

50,000 and 200,000 in population. The current bus formula funding distribution is based upon

the assumption that transit intensity and needs increase with city size. Some consideration of

intensity is given by the inclusion of vehicle miles in the formula for those cities over 200,000,

but the formula for cities between 50,000 and 200,000 is solely based on population and

population density. There are, however, a number of instances where transit intensity is

greater in urbanized areas under 200,000, thereby creating a large unmet capital need.

In the FY 1993 Section 15 reporting year, there were nineteen systems in the urbanized areas

between 50,000 and 200,000 whose passengers per mile and passengers per hour rates

exceeded the average for those systems between 200,000 and one million. Another fourteen

systems in the smaller areas exceeded the average of the larger areas in either one or the other

performance measures.
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PAGE 2

In the specific case of Champaign-Urbana, our District's passengers per mile and passengers
per hour rates exceeded the average of all bus systems between 200,000 and one million and
the average of all bus systems over One million. Yet when it comes to funding, Champaign-
Urbana receives far less support than systems of similar vehicle size in larger areas. Six
selected cities between 200,000 and one million operating fewer revenue vehicle miles in FY
1993 than Champaign-Urbana received an average of $2.4 million in Federal formula
assistance in FY 1996 while Champaign-Urbana received only $1.1 million. This is similar to
what occurs to the other thirty-two cities that are listed in my written statement whose
efficiency in transporting passengers is higher than those in larger areas.*

I would respectfully ask that as you continue to deliberate reauthorizing ISTEA that you
consider the concept of rewarding this type of efficiency with additional capital funding for
those small systems whose performance and intensity exceeds systems in much larger
urbaaized areas.

In closing, I would like to thank the Chairman and the Members of the Subcommittee for their
continued interest in this program. I would be happy to answer any questions the members of
the Subcommittee might have.

* SYSTEMS IN URBANIZED AREAS BETWEEN 50,000 AND 200,000 WHOSP,
PASSENGERS PER MILE AND/OR PASSENGERS PER HOUR EXCEED THE
AVERAGE OF THOSE SYSTEMS BETWEEN 200,000 AND ONE MILLION.

Fayetteville, AR.
Santa Barbara, CA.
Pueblo, CO. (1)
Stamford, CT.
Gainsville, FL. (1)
Tallahassee, FL.
Albany, GA.
Savannah, GA. (1)
Champaign-Urbana, IL.
Springfield, IL. (1)
Iowa City, IA.
Sioux City, IA. (1)
Lafayette, LA.
Portland, M(E.
Annapolis, MD. (1)
Lowell, MA. (1)
Bro.me County, NY

Utica-Rome, NY.
High Point, NC. (1)
Wilmington, NC.
Winston-Salem, NC.
Erie, PA.
Reading, PA.
State College, PA.
Beaumont, TX.
Brownsville, TX. (1)
Galveston, TX. (1)
Laredo, TX.
Lubbock, TX.
Waco, TX. (1)
Burlington, VT. (1)
Petersburg, VA. (1)
Eau Claire, WI. (1)

(1) Those systems that exceeded the average of the larger areas in either one or the
other performance measure.
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OF THE

HOUSE TRANSPORTATION AND INFRASTRUCTURE COMMITTEE

June 18, 1996
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American Publc Transit Association
1201 New York Avenue, N. W.

Washington, DC. 20005
(202) 894000

APTA

APTA represents over 1,000 members, including all major commuter rail operations,
motor bus and rapid transit systems, -and organizations responsible for planning,
designing, obstructing, financing and operating transit systems, APTA members Include
business organizations. which supply products and services to the transit Industry,
academic Institutions, and public Interest groups.
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INTRODUCTION

The American Public Transit Association (APTA) appreciates this opportunity to testify on the
federal transit program as part of the Subcommittee's series of hearings on the Intermodal Surface
Transportation Efficiency Act (ISTEA) and national transportation policy. On May 2, APTA testified
before this Subcommittee on the federal interest in transportation. Today, we will follow up with
comments on the federal transit program, a fundamental part of the ISTEA-authorized surface
transportation program.

ISTEA WORKS FOR BALANCED TRANSPORTATION

As we noted on May 2, APTA believes that a strong federal role is needed to provide an efficient,
comrnsive transportation system for all Americans. ISTEA was the first step toward a balanced
federal transportation policy in the post-interstate era. It is a successful Congressional response to
a nationwide mobility challenge. Congress designed ISTEA to provide for more efficient movement
of people and goods, not just vehicles, in areas of varying population densities; to invigorate a
partnership among federal, state, and local governments, private businesses, and the public; and to
ensure that transportation policies respond to a wide range of national issues.

Above all, ISTEA supports balanced transportation policies that allow federal, state, and local
resources to be used to greatest advantage in a range of investments. Balance recognizes that all
modes of transportation are important, that all modes fiction more effectively when they are
coordinated, and that consideration of all investment alternatives ensures that federal funds are used
in the most cost-effective ways.

We know that you have heard testimony from some organizations that favor the elimination of the
federal transit program and the Highway Trust Fund's Mass Transit Account (MTA). We take
exception to these comments. They do not represent the views of mainstream transportation
organizations or public interest groups that have made a serious evaluation of the nation's
tur spotation needs. The federal government should not abandon ISTEA's commitment to balance,
flexibility, and a comprehensive transportation network, which offers a better way to maintain
economic productivity and protect the quality of life for citizens in communities of all sizes.

"NATIONAL" AND "LOCAL" NEEDS

We also hear talk of limiting federal transportation resources to "national" instead of "local" needs.
Sometimes, "national needs" have been viewed as narrowly as the interstate highway system, public
lands highways, and emergency relief Incredibly, there are those who would eliminate federal
support for the non-interstate miles that make up a majority of the National Highway System, as well
as federal aid for non-interstate bridges, flexible findin& and transit.

Let there be no misunderstanding: This approach would not only undo ISTEA, it would undermine
many other laws that Congress enacted to address national needs. These include the Unfunded
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Mandates ReliefAct, the Amerians Ath Disabilities Act (ADA), the Clean Air Act, and the Energ
Policy Act, among many others. This ;%su deeply concern the transit industry because so many
federal laws apply mandates and requirements directly to transit operators. We strongly oppose any
proposal that would reduce the fBuds we receive to help pay for these mandates.'

Proposals to limit drastically the federal involvement in transportation dearly stem from a
misunderstanding of the way our intergovernmental partnership works. Federal transportation
policies have always been based on a partnership of all levels of government. ISTEA built on the
established partnership among federal, state, and local governments and the public, by giving these
partners incentives to work together and the authority to choose from a range of transportationAveTWnts To restrict this partnership's flexibility, or to rewrite matching fund rules to discourage
investments in one mode or another, would violate the spirit of ISTEA and undemine its
effectiveness.

Aside from the destruction of ISTEA and the balanced transportation system it fosters, strict
limitations on federal surface transportation activities would: .

Threaten the vitality of our communities - The nation's largest metropolitan areas could not
function if bus, heavy rail, light rail, commuter rail, and other transit services did not providesiGnifica proportions ofwork trips. Moreover, small city and rural transit agencies meet important
customer needs and contribute to a national goal of strengthening these communities.

Put our economic productivity at risk - ISTEA recognizes that growing traffic congestion will
lead to economic stagnation and that the federal role in supporting interstate commerce is no longer
simply about the movement ofgoods, but about comprehensive strategies for moving people in ways
that allow goods to move efficiently. These strategies depend on flexibility for success. Recent
estimates indicate that transit saves $15 billion in congestion-related costs, reducing the number of
vehicles on crowded highways and arterial,

Prevent future savings from cost-effective Investments - In the past 30 years, the availability of
tansit saved the nation at least $220 billion because we did not need to build 20,000 lane-miles of
freeways and arterial roads and 5 minion parking spaces to meet rush-hour demands. Federal policies
should encourage strategies that allow more savings of this nature.

Limit national goals for accessible transportation - The Americans with Disabilities Act
designates local transit providers to provide a comprehensive nationwide system of accessible transit
services. This national need has already been seriously compromised by inadequate federal funding.
ADA's promise ofaccessible transportation will be hollow indeed if there are any further limitations
on the federal resources that local transit operators use to accomplish this national purpose.

Jeopardize national clean air goals - The attaiment of clean air standards is another national goal
that depends on state and local implementation efforts, which in turn depend heavily on ISTEA's
balanced transportation policies. Over the past 30 years, transit has prevented the emission of 1.6
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million tons of hydrocarbons, 10 million tons of carbon monoxide, and 275,000 tons of nitrogen
oxides into our air, and the importaion of 20 billion gallons of gasoline.

ISTEA AND TRANSIT

ISTEA recognizes that public transit is an essential part of a comprehensive. national surlce.transportation system. This is why ISTEA calls for significantt improvements in public transportation
necessary to achieve national goals for improved air quality, energy conservation, international
competitiveness, and mobility for elderly persons persons with disabilities, and economically
disadvantaged persons in urban and rural areas ofthe country..

Our transit acture makes a vital contribution to economic productivity. It has a powerful
impact on the quality of life in our communities, and has a decisive impact on problems that market
forces do not easily solve - problems such as pollution, inadequate mobility for persons with
disabilities and others without access to personal vehicles, congestion, and the potential national
security risks of dependence on imported energy.

Flexible funding transfers to transit have risen from $303.8 million in FY 1'992 to $801.9 million in
FY 1995, fora.total of nearly $2.2 billion in the first four years of ISTEA. [See Charts I and 2.] This
steady increase is one indication that transit is a priority at the state and local level, and that ISTEA's
flexible funding provisions have been successful. Communities have identified these investments as
linchpins of their strategies for economic development and community revitalization. The ability to
fund innovative projects that improve the overall transportation system's effectiveness is one of the
ISTEA's mostsignificant contributions to balance.

Chart 1: Flexible Funding Transfers for Transit
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TRANSIT FUNDING NEEDS

The latest capital neds study from the U.S. Departrment of Transportation (DOT) is A Report to
CoWngvs 1995 SWWu of de Nation -snfS e ThinrortIon System: Condion and Perf ormance.
The report finds that U.S. transit systems need an average of $ 12.9 billion in capital finding per year
over the next two decades to imprve the conditions and performance and a minimum of $7.9 billion
per year just to maintain conditions and performance at 1993 levels. However, transit agencies
received only $5.7 billion in capital funding from all sources in 1993, less than the amount needed to
maintain conditions. [See Chart 3.] Other recent studies, including APTA's definitive evaluation of
transit funding needs, confirm that transit and other surface transportation funding needs are far
greater than the amount of funding available under current law. From 1995 through 2004, capital
nepds include:

$35 billion for new vehicles, including 67,800 buses and 51,400 vans;
s $23 billion for new bus facilities including parking lots for bus passengers;
• $12 billion to modernize bus facilities and equipment;
• $22 billion to modernize and rehabilitate existing fixed guideway rail and bus routes, stations,

and maintenance facilities;
• $43 billion for additional fixed guideway services that respond to new customer demands; and
' $4 billion to rehabilitate more than 14,900 buses, rail cars, and other vehicles to extend their

useful lives.

Chart 3:
Pre-ISTEA and ISTEA Transit Capital Funding
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Accor ly, additiongi revee is needed to rapport the manteance of existing a fcilties and
srics transit operators' compare with federal mandates and ivestments in new transit fWilities
and mv that respond to unmetd adequate dra ppoart r the trans program under
a seif-wfidetv whol dedicated source helps to fWcltate preictable planning and investment by
iddu trans operators and local gov However, transt Bfnding needs great eceed
the avaiable resources in the Highway Trust Fund's Mass Transit Account To maintain a viable
trasitprogramwe urgethe Sucomtteto authorize the highest possil indin for formula and-Jcem caplud invters.

Torm the "Deficit Reduction" Gasollae Tax ever to the Highway Trust Fad,
With at least 20% deposited le the Mia Tamsi Account

We join other portation dusty oant s in calling for a return of the so-cdod
redctionns tax to the H wa Tust In keep with th p dent M by PresidentRan
when be signed the Surfic Trasportatio Assistance Act of 1982, a ininun of 20% of this

nount (.86 cents of the 4.3 cent~a on total) should be dep6sitd into the Mas Trnit Accout
The 196 Ac created the Mass Trans Account within the Higw Trust Fund and provided tha
the fTA would receive 20 percent of the revenue from a five-cent per gallon increase in the hederal
ids ccise tax In 1990, the Mass Trunit Account received the revenuem fr an additional one-hat

cent per gallon of the feera! B excism tax Th Oobus Budget Recnilia Act of 1990
established a 6.8 cents per gallon gasoline tax fbr d reduction purposes and provided that on
October 1, 1995.2.5 cents per pi of tis amount would be deposited in the Highwa Trust Fund,
with 20 percent of that amount deposited in tho Mas Transit Acwunt.

Oppose Atrak's Hd-Ceat Diveie

We urge the Sabcomtee in the -roInIe possible seu o oppo any leswa that would divet
reveue fto the Man Transit Account. Of paril concern is the curnt proposal that wadd
tale 25 percent ofthe MaN Traun Acxount's ecis tax revenue and turn it over to a ne Inty
Pmaegr Rl Thit Fund frm Jauay 1, 1997 tlo Sepecer 30,2001. Senator Wiim Ith
r. (R.DE) has madetsprop m in theSenatf

We oppose this proposal becs it would deprive the Mia Transt Account of reveme thit is
needed to Ad the rans program A reducdon in revenue to the MTA would reduce by $800
miln per pyr, on averg, the amount of Anding that could be mathoded for the Itrans program.
Tte Accou would lose 25 percent oftho ci tax mvnue also a portioo ofits Inteest income
It would continue to m Intere Wt income after the restomtion ofthe half cant becaum ofdeplabed
balances From FY 197 through FY 2004, the amdative loss of income would exceed $5 bilo

This loss ofMTFA revenue would occur at a time when the MTA is expected to provide a much as
90 pierce of ederd tros Bnding. The General Fund portion of trmaIt proga initn has.
declined se in recen ar , and is down to only 13 percent in the President's budget mission
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APTA mpport adequate funding for intercity passenger rail needs. Nonetheless, we believe that it
is appropriate to preserve revenue for a transit program that supports more rides per day than Amtrak

.provides in a year.,

We also believe that it is appropriate to consider the role of governors and state departments of
transportation over the useof intercity passenger rail finds. In the Northeast Corridor, for example,
there is-a wide variety of rail services and contractual arrangements involving freight rail facilities,
intercity passenger rail, and commuter rail services operated under a variety of arrangements. We
believe that New Jersey Transit, the New York City Metropolitan Transportation Authority, and
other agencies should have a strong role in decisions about rail service.

APTA'S REAUTHORIZATION POLICY

APTA's ISTEA Reautborization Task Force is developing recommendations for our reauthorization
proposal. The Task Force has met regularly over the past several months and has carefully reviewed
JSTEA's successes and shortcomings. In the coming months, we will keep the Subcommittee
apprised as APTA's Legislative Committee and Executive Committee review and approve the Task
Force's proposals.

Our members support the retention of ISTEA's overall structure, including its innovative flexible
fun0.ing programs and its provisions that contribute to a level playing field between transit and
highway ,investments., Among tbesK important programs and principles are the Surface
Transportation Program and th9 Congestion Mitigation and Air Quality (CMAQ) program, with
metropolitan suballocations; the equal, 80 percent federal shares of highway and transit projects; and
the use of local "soft match" for transit projects.

Retain the Existing Transit Program Structure.

Federal surface transportation programs provide essential funding for infrastructure investments that
promote economic development, increased productivity, and individual opportunity. The Federal
Transit Program is a vital component of this program: It supports transit systems that fill critical gaps
in the comprehensive national transportation network, and it creates more transportation choices so
that our infrastructure can move peopleand goods more efficiently and provide an alternative to .ever
more costly congestion.

The' existing transit program structure should be retained because it does a good job of meeting a
large number of critical needs. The discretionary new start, fixed guideway modernization, and
biisus fiwility programs the urban, rural, and elderly/disabled formula programs; and the planning,
research,' and administrative functions, all support critical needs and encourage innovative projects
and management practices in all regions of the country.

We support increased flexibility for transit operators within the transit program but do not suppoq
a block grant that would eliminate the federal program. We also believe that, within DOT, the
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federal program should be admiistered by'a transit administrations or advoctte with status equal.to
its modal counterparts. A categorical program:

' Provides a base level of predictable, stable finding that is important to all transit operators
including those in small urbanized areas and rural areas;

Retains a focus on the needs oftransit-dependent individuals and the high quality service that
can attract and keep new customers, which might be ignored or undervalued in the allocation
of block grant finds,

Allows transit agencies to participate in local and regional planning as fill partners with their
own assets to contribute; and

Increases the likelihood that DOT will consider transit needs consistently and fairly.

We recommend that Mass Transit Account finding for the transit program be authorized at the
highest possible level. We also support the highest possible authorization level of General Fund
support for transit although we recognize that, in recent years, General Fund support for transit has
declined steadily in relative and absolute terms.

Equity within the Transit Program

We support retention of the ISTEA-authorized funding ratios for the formula and discretionary
components of the transit program:

Them should be $1.36 in Formula funding for every $1.00 in Discretionary finding.

The Discretiona Program should coinm to be divided on a 40:40:20 basis among the New
Start, Fixed Guideway Modernization, and Bus/Bus Facility programs, respectively.

Within the Formula program, we support the division of funds authorized in ISTEA. Thus
the Rural program should receive 5.5 percent of the total funding provided for the Urban and
Rural programs.

DiscreIonary Programs

APTA supports the existing discretionary programs, because they provide a strong incentive for
innovative, customer-responsive transit investments.

The New Start program creates incentives for metropolitan areas to develop and implement
innovative transit alternatives in high density corridors. This program promotes greater choices for
commuters who would otherwise have fewer alternatives to congestion and rush hour travel. It is
essential not to limit the New Start program to existing projects or otherwise inhibit the efforts of
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more metropolitan areas to incorporate innovative rail and busway options into their long-range
planning processes. The next authorization act should establish equitable planning requirements for
all modes, so that transit New Starts and highway projects would receive comparable treatment under
the Major Investment Study (MIS) process. Incidentally, Canwvivs and Mass 7hasll: Is It Thme
far a New Look?, a report by Paul M. Weyrich and William S. Lind of the Free Congress Research
an Education Foundation, includes some insihtfiul comments on the benefits of well-designed transit
projects, including new light rail and commuter rail services.

The Fixed Guldewy Modernization program helps maintain and extend the useful life of major
capital investments in many of our largest metropolitan areas. It has enabled the historic rail cities
to maz,'ain infrastructure which, in many cases, had suffered decades of neglect. As more cities
invest in fixed guideway systems, there will continue to be a need for this program'so that the full
value ol'these systems can be maintained.

The Bus/Bus Facilities program meets major facility and equipment purchase needs that cannot be

accommodated through the formula program.

Improve the Federal Transit Program's Efficiency

We are developing proposals to improve the federal transit program's efficiency. Like other business
people, transit managers want to reduce unnecessary regulatory burdens and to manage their firms
in the most cost-effective and customer-friendly ways. The need for cost savings and more efficient
operations has grown as federal mandate costs have gone up and federal operating aid has declined.

Despite ISTEA's overall record oftsuccess, annual appropriations measres have significantly reduced
urbanized area (UZA) transit operating assistance, causing serious problems for transit agencies.
APTA has provided the Subcommittee with copies of Effects of Federal Transit Assistaince
Redmction: 7)asit Agency Actions and Community Impacts, which analyzes the consequences of
federal operating assistance reductions in Fiscal Years 1995 and 1996.

It is important to preserve the existing operating assistance rules for rural areas and we would like
transit systems in small urbanized areas (those with populations under 200,000) to be able to use all
of their federal assistance for operating as well as capital needs. We therefore urge you not to restrict
the use of funds for UZAs with fewer than 200,000 people and rural areas, as is now the case for
rural areas.

Operating assistance for urbanized areas with populations greater than 200,000 is not likely to be
provided at levels anywhere near the amounts authorized in ISTEA. We would therefore like the
definition of allowable capital expenditures to be broadened. Congress and the Administration have
undertaken several initiatives to ameliorate the problems caused by the decline in operating assistance,
including measures to reduce unneeded regulations and to expand the definition of allowable capital
expenditures. APTA is working on proposals to carry these changes as far as possible.
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An expanded definition of capital expenditures would increa flexibility and help transit operators
adjust to federal finding cuts. Ultimately, we would like to end the annual appropriations debate on
where to set the operating assistance cap; instead, appropriators would set overall transit fd
levels that would be apportioned to programs and recipients as directed by authorizing legislation.

In addition, we are developing proposals to make the federal transit program more cost-effective.
We support changes that would increase regulatory flexibility without compromising safety, ensure
equitable tax treatment oftransit benefits, allow transit operators to act as entrepreneurs, and allow
compliance with federal mandates to be achieved easily. We will provide detailed recommendations
to allow flexibility under the drug and alcohol testing program, to allow transit operators to provide
charter bus service with fewer restrictions, and to reform section 13(c) legislatively.

Because they increase transit operating costs, federal mandates limit transit agencies' ability to
provide their cwtomers with efficient, affordable service. Federal mandates add more to annual
transit operating casts than the authorized level of operating assistance, and far more than the actual
operating aid lels appropriated during the ISTEA era. Federal policy makers must weigh the need
for affordable transit service as well as their desire to achieve the laudable goals of federal mandates.
To reduce the conflict among these competing needs, federal policy should increase the resources
available to transit agencies and reduce the regulatory burden on them.

Smai City and Rural Transit

Transit operators provide essential mobility for millions of people in the nation's small urbanized
areafs and rural areas. ISTEA affirmed the importance of federal support for these programs by
epWandg the exois formula programs that assist them; transit operators in these areas also receive
discretionary funds, chiefly through the bus/bus facility program. (See Chart 4.1

For transit-dependent residents of these communities, including many elderly and low-income
wodming people and people with disabilities, transit service is a critical lifeline to jobs, stores, schools,
churches, and health care. The next authorization act must protect the programs that give these
Americans access to affordable transit service.

APTA supports the existing ISTEA formulas for smaller UZA and non-urban funding. The current
relationship between Section 9 and 18 should be maintained: The Section 18 non-urban program
should receive 5.5 percent of the total funding provided to Sections 9 and 18. As noted above, we
recommend that all of these finds should be available for capital and operating needs.

The Elderly/Disabled Program

The Elderly and Disabled Program provides capital finds to meet the needs of senior citizens and
people with disabilities in area where public transportation services are inadequate or unavailable.
The program, which works through nearly 3,700 non-profit agencies, should be maintained in the
next authorization act.
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Transit Research

ISTEA established the Transit Cooperative Research Program (TCRP) to address a broad range of
unmet research needs. TCRP has been a valuable resource as the nation's transit agenie have
sought to improve productivity and identify more efficient management and operational techniques.
TCRP Reports have addressed a number of critical issues, includingx~nra transit planning and serve,
delivery assessment, access to transit for people with disabilities, and a wide range of operations,
scheduling, mantenance.nd other issues. TCRP is responsive to transit gency needs and

suggestions because it solicits and evaluates research proposals from all sources..

There is no othr" source for these studies; they cannot be carried out at the local lel. Moreover,
they enhance transit service providers' ability to help achieve a wide range of federal objectives
including those outlined in hSTEA. Like its highway counterpart, the TCRP's contribution to the

national interest is significant and thuss reeworthy of continued support.

il



CONCLUSION

investmentss In transit e medd to enhance the economic heth and the quality of lh In central
cities, suburbsmU towns, and rural areas. Transit investments wil Improve the quaity of al
te Ie and ar a Aan otcongestio economic stagnation, rom l deadtion, and,

severe cosri on mobft for aD people including those with no access to pemol

Ilk you f the oppounity to prmt APTA's views on these issum Under the leadership ofthe
TraSPOstatlon and Infrastrucue Comcnittee, Congress can acta suce, transportation legislation
tat readies our economy for globlW copetition in the next centwy while menacing and preserving
the quality ofeb in our commuities. The nation's transit industry looks forward to woddng with
you to craft the balanced translation policies that can reconcile these two obectves.
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STATEMENT OF EDWARD WYFKIND, EXECUTIVE DIRECTOR
TRANSPORTATION TRADES DEPARTMENT, AFL-CIO

BEFORE THE SURFACE TRANSPORTATION SUBCOMMITTEE OF THE
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE

US. HOUSE OF REPRESENTATIVES

ISTEA REA UTHORIZA TION

~~JUNE18,1"

Good morning. My name is Edward Wytkind. 1 am the Executive Director of the
Transportation Trades Department, AFL-CIO (TTD), a constitutional department of the AFL-CIO
whose 28 affiliated unions represent several million workers employed in all sectors of the
transportation industry and thus have a unique and direct stake in the reauthorization of ISTEA. I
have attached to my statement a list of our affiliates.

I am pleased to have the opportunity to express the views of transportation labor on the future
of ISTEA. Mr. Chairman, I want to commend you and this Committee for holding these hearings
and for inviting all interested parties to share their views and concerns about the future of
transportation policy. While ISTEA is not due to be reauthorized until next year, this legislation
eventually will bring us to the next century with what we hope will be a well balanced, truly
intermodal transportation policy blueprint for the nation's long-range surface transportation
infrastructure needs.

While many who will or have appeared before this Committee will bring different opinions
about certain aspects of ISTEA, I think we can, or least should, agree that ISTEA has been extremely
successful in developing long-term transportation infrastructure planning to the benefit of American
communities - large and small, urban, suburban and rural. The original landmark Act, which was
a broad bipartisan effort, authorized $155 billion for highways, bridges, and bus and rail transit
systems. It created millions of good paying jobs, inspired economic development, brought planning
decisions to a local level, and provided the nation with increased and safer transportation choices.

Transportation labor is hopeful that Congress will again act in a bipartisan manner to build
on the successes of ISTEA by maintaining the essential framework and focus of this landmark
surface transportation legislation. To that end, there are a number of issues that I will highli,ht as
Congress and the Administration move toward ISTEA reauthorization.

400N, Capitol Str,. , MY Suite 861
IHsingfon. DC 20001
phont 202.628.9262 . fax 202.628.0391

Ron Carv. Pmident
.8o1n1 Hall. .erretar 'ntJ-viutr
fiward I i~tind. Et ivw, Dirvetor
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Federal Tran Progrma

The Federal transit aid program, the subject of today's hearing, lies at the core of ISTEA's
mccess. It is a program whos long-term viability is dependent upon Congress' continued
comitment when ISTEA Is reahoried. At a tim ofgrowing budget constraints we must work

etr ur that federal budget objectives do not obstruct our goal of maintalning Aeas
nation transit network .Already, the dramatic decline in transit ndig is having serious
consequences across the country.

O pra30 ng assistnce cut, for vwmpi have c a nk orenao to i &m by 20
t 30 percent Unless reversd, these cuts wi force smaller operators to institute additional fir
hikes of upto 125 V Pr cent causing declines In ridership of 30 to S0 p-rcnt. Due to cuts in FY96,
more ta one In two transit systems raised or wil rai fares, abost half wifi slash seice, and
almost $2 billion in capital I o e will be canceled or deleve These fict d* the very
essence of ISTEA which made a bold and necesy stment about the role of transit in America.
We therefore sronly urge this Commitme to reaffirm the ned fora weltl financed Federal transit
investment pror and to ftht for a reversal of the current downward spiral Ib femding dit Is
literally strangling transit systems and their employees.

Under current law, a wide aMy of Ineest includisina Bao nlg io me pemittd to
recve, review, and comment on the amual and Ion-range truMMpo o investmentpogm

dvopdby Metropobtan Planning O rga lns (MPOs) befor final approval is graned for these
plans. As this Comnmittees 6wail awame workers are directly affectd by MMO spingi and Policy
decision and thus ther unions offer a unique perpeve to assist MPO I develop workJ ae
and efficient plans.

The role of workers and their unions at te plunin table Is to help ensur din employee
bse we not mery ca aside when core pluming decisions am made. Many of the maes that
ISTEA has pdw cmn be traced to the positive and constrctive rol du workers and their unions
have playe at the local leveL While we &Vport the MPO progrm dein embodled in ISTEA 91,
we believe a mandatory role for union rPresena should be reaffirmed and, to the extent
posWbl, stngthened in the uthorization bill ne year.
Irmp0,¥ve ! rftc

As we all know, die 1991 Act gruied states and localities added flexibility In adknm/s-tun
traspotation programs - a policy doth portion labor supported so long as federally
established labor stmdads and worker prvtections wer not undermined in the process Forunae,
the 1991 legislation insisted on de maintenance ofthese basic protections. I canot urdercore bow
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important these protections are to working men and women.

Laws like Section 13(c) of The Federal Transit Act and the Davis-Bacon Act have been
instrumental in allowing workers to earn a living wage. If we eliminate these protections in the
name of "reform," or try to waive their application in certain instances, we threaten the basic rights
and jobs of workers. In this Congress some have tried io attack programs like Section 13(c) and
Davis-Bacon despite their indispensable role in guarding against the use of federal dollars to bring
down the.wages and standards of living in communities.,

Some in Congress have called for sensible reform of these and other programs. Others,
unfttunately, are ideologically committed to their destruction.. Transportation labor will fight any
-and all efforts to use ISTEA to attack longstanding worker protections. Transportation labor is
strongly committed to advancing theISTEA legislation next year, but we will vigorously commit
ourselves to defeat any measurescontained in ISTEA that would harm working men and women.

Transportation Safety

I also want to touch on the critical role that the federal government must play in ensuring that
all modes of transportation are safe. Workers employed in the motor carrier and rail-industries are
increasingly confronted with a dangerous and unpredictable workplace. In its zeal to deregulate,
Congress has been all too willing to advance legislative measures that had the net effect of narrowing
the margin of safety for workers and the general public.

During last year's debate over the critically important National Highway Systems (NHS)
legislation, forexample, Congress attached a provision that exempted some 2 million trucks from
record-keeping, hours-of-service, safety inspections, insurance requirements, the National Driver
Register- which tracks repeat traffic violators - and other safety-related requirements. Unler this
io-called "pilot" provision, delivery trucks weighing between 10,001 and 26,000 pounds would be
exempt from major safety requirements even though they account for 50 deaths and 1,000 injuries
per month, at a cost of $500 million annually. This is the type of policy that undermines
transportation safety and that we will vigorously oppose when ISTEA is reauthorized.

Private Enterprise Participation

As all of ut know, there has been increased attention placed on the role the private sector
should play in the delivery of transportation services. While transportation labor recognizes the
longstanding role of private sector participation in our industry, I want to emphasis that decisions
relating to public or private control of the transportation infrastructure, and particularly transit
service, should be left to local planners.

Congress recognized the wisdom of this policy during consideration of the original ISTEA
bill when it included specific protections against the use of federal transportation grants to force
privatization on communities ill-prepared for or disinterested in this type of transition or service
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4
option. We recognize the need to encourage private investment in our transportation infiastructure
and the desire to develop new ways to finance important investments, but we warn against heavy-
handed policies that would permit, or in fact promote, the irresponsible sell-off of our transportation
network in the name of cost savings that have usually proven illusory.

I must emphasize that we ultimately believe that transportation facilities should continue to
primarily serve the public interest and not be dedicated to generating profits for private interests.
At the very least, these decisions should be left to local authorities who are better equipped to make
transportation decisions based on their local needs. To that end, transportation labor wants to state
our continuing support for President Clinton's recision of transit privatization rules born in the
1980s that placed undue pressure on local grant recipients to explore privatization options at any and
all costs. Those policies distracted attention and resources from providing vital services to the
traveling public and harmed workers and communities. Transportation labor is committed to
preserving current privatization policies governing the federal transit grant program and will combat
any proposals in ISTEA to turn back the clock.

Final Observations

ISTEA has represented a historic shift in transportation policy for this country. Thousands
of communities, businesses and workers have benefited greatly from the 1991 Act. However, as this
Committee works towards reauthorization of this legislation, we believe there are many pitfalls
(some of which we have identified in this statement) which we must avoid. It will be most
unfortunate if some choose to use the ISTEA reauthorization process to advance their extreme
agenda. If forced, transportation labor is more than prepared to wage a spirited campaign against
any measures that will hurt workers or delay completion of this crucial transportation infrastructure
bill.

Mr. Chairman, we will look for your leadership to help craft a bill that meets the nation's
surface transportation needs by building on the successes of ISTEA.

Thank you for providing us this opportunity to share our views.
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TTD A FFIL IA TES
The following labor organizations are members of and represented by the Th3):

Air Line Pilots Association
Amalgamated Transit Union

American Federation of State, County and Municipal Employees
American Federation of Teachers
Association of Flight Attendants

American Train Dispatchers Association
Brotherhood of Locomotive Engineers

Brotherhood of Maintenance of Way Employes
Brotherhood of Railroad Signalmen

Communications Workers ofAmerica
Hotel Employees and Restaurant Employees Union

International Association of Fire Fighters
International Association of Machinists and Aerospace Workers

International Brotherhood of Boilermakers Blacksmiths, Forgers and Helpers
International Brotherhood of Electrical Workers

International Brotherhood of Teamsters
International Longshoremen's and Warehousemen's Union

International Union of Operating Engineers
Marine Engineers Beneficial Association

Retail, Wholesale and Department Store Union
Service Employees International Union

Sheet Metal Workers International Association
Transportation - Communications International Union

Transport Workers Union ofAmerica
United Brotherhood of Carpenters kind Joiners ofAmerica

United Mine Workers ofAmerica
United Steelworkers ofAmerica
United Transportation Union

"we* A 19%
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S ISTEA REAUTHORIZATION: PROMOTING AN
INTERMODAL TRANSPORTATION NETWORK

Reauthorization of the landmark Intermodal Surface Transportation Efficiency Act of 1991
(ISTEA 91) will be debated in 1996 and reauthorized early in the next Congress. A series of hearings
will be held this year in both bodies of Congress and by the Department of Trarsportation (DOT).

This legislation, passed by the 102nd Congress and signed into law by President Bush, has
enabled our nation to begin advancing a truly intermodal transportation system. The Act, which
authorized $155' billion over six years for highways, bus and rail transit, and bridges, has created
millions ofjobs in transportation, construction, and related industries. It was a major first step in
providing expanded funding, flexibility and improved planning requirements to meet our nation's
infrastructure needs, and transportation labor supports a reauthorization that will build on the
progress made to date.

Protecting The Planning Process

Recognizing that state and local governments have their rightful place at the planning table,
we believe the federal government has a duty to develop balanced transportation policies that foster
an intermodal system that ensures full participation in the planning process.

Under current law, Metropolitan Planning Organizations (MPOs) have the authority to make
decisions regarding local priorities in the spending of federal surface transportation dollars. We will
seek to retain existing provisions that allow transportation and building trades unions, among a broad
array of interests; to receive, review, and comment on the annual and long-range transportation
improvement programs developed by MPOs prior to their final approval. Maintaining the role of
unions in the planning process will ensure employee considerations are addressed when investment
decisions are considered and debated.

We support the current program design embodied in ISTEA 91 including its flexibility
provisions, and stand opposed to any structural changes that weaken local choice and flexibility, or
proposals that would collapse the current structure for a unitary block grant approach.

Employee Protections

In ISTEA 91, the House and Senate retained Section 13(c) collective bargaining protections
with continued application to all elements of the federal transit grant program. The bill also ensured
the application of Davis-Bacon protections for building and construction workers. It is significant
that the 13(c) program and Davis-Bacon are the subject of bipartisan reform efforts. The Labor
Department has recently finalized significant 13(c) reforms that will streamline the program and
ensure the timely release of federal transit grants. Similarly, bipartisan legislation is being
ISTMA I of 3

considered in the Senate and House that would reform Davis-Bacon without weakening the vital
protections it provides to communities and workers. Transportation labor supports these efforts and

37-734 97-15
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urges Congress not to use the reauthorization of ISTEA to repeal or weaken basic worker
protections.

Another important employee protection is safety in the workplace. Recent statistics show that
for many Americans who earn their living on our nation's highways, that workplace is becoming
increasingly more dangerous. The number of fatal truck accidents rose for the second year in a row,and highway accidents were the single largest cause of death, accounting for 20 percent of all fatal
workplace injuries for the year 1994. In 1994, truck drivers were three times more likely to be killedthan a worker in any occupation. Despite these disturbing trends, the Congress took action in the
first session of the 104th Congress to exempt commercial motor vehicles weighing between 10,001
and 26,000 pounds from numerous vehicle safety and operator standards. In addition, hours-of-
service regulations for drivers were eliminated or eased by adopting industry-specific exemptions
affecting agriculture, construction and public utility vehicles. This occurred despite the fact that
accidents caused by driver fatigue have increased as a percentage of total accidents. Exempting
trucks and their drivers from safety requirements puts workers who make their living behind the
wheel of commercial motor vehicles at greater risk in their workplace and poses a dangerous threatto the motoring public who share the roads with them. The TTD will not permit a further erosion
of adequate safety standards for this group of workers.

Private Enterprise Participation

Transportation labor remains opposed to any efforts to turn back the clock on federal transitprivatization policies currently in effect. The private sector has had an historically significant role inthe delivery of vital transportation services, but choices between public and private should be made
at the local level. ISTEA 91 contains specific protections against allowing Congress to use the
federal transportation grant process as a hammer on local officials to influence their decisions on
privatization. At the same time, the legislation retained a proper place for private enterprise
participation without placing expensive and administratively burdensome federal privatization
mandates on local transportation planners.

THEREFORE, BE IT RESOLVED:

EThat TTD and its affiliates will communicate the vision for ISTEA reauthorization embodied in this
statement to Congress, DOT and the Administration; and,

EThat TTD will take a lead coordinating role -- together with the AFL-CIO -- as Congressional
committees and the DOT launch a series of hearing; and,

wThat TTD will seek retention of labor's proper place at the planning table so that transportation and
building trades unions have equal access in the vitally important planning process; and,
ISTEA 2 of 3
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aThat TTD will fight to retain adequate suface transportation spending levels in ISTEA and will
strong oppose any meansres considered in this egiksaion that would undermine worker protections
or place unwanted privatization mandates on local transportation officials.

Resolution No. 396()
Submitted by: ATU, IBT, UBC and IUOE

(AdogisFerUWY IS, 1996

FOR MORE INFORMATIONCALL: 202-628.9262
ISTEA 3 of(3
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REOUTO NO 5

Strangling America's Transit Systems
SUIMM!D BY.'
Amalgamated Transit Union and
Transport Workers Union of America

In the 1990s, a a time when our cdsar
sterling to. ommuniry needs
of their readentsi mass transit offias mean-
ingful solutions to gidlodck decaying

&Mrsrctr n the structural dwaraes
In commuting Patterns that A ake aing
hold of ma metropolitan are acrss
the init SrsrM M ansit operaom
and workers provide a vital servce to evry
community, large And sml. throughout
the country. Invstment in awit stem
has always been linked to economic
expansion, new businemapwes and
the creation of playing 1oba,

UortAnately fulfillment of the govern-
mmts vision, which gav rise to the
Federal mawit investment program many
decades ago, will evade our nations cities
with deep and unwise cuts enacted this
yer by Congress and that have been pro-
pond for de next severalyeam The
assault on mass transit began in May
199 5, when the Howe Budget
Resolution, under the leadership of
Chairman John Kasich (R-OH), called
for a five-year phase-out of Federal transit
operating assistance Md viral capital
expenditures, allowed no new funding
for New Scars and xed guideway catal
grants, a proposed adverse changes in
the Federal matching race.

Following chat direcive, both the House
and Senate completed action on FY96
spending biHs for transportation that
damages transit system, riders and thou-
sands of workers. The Senate bill pro-
vides $4 billion for trait, $86 million
mor than the House-passed bill, but
$535.4 million les than the FY95 total
of $4.6 billion - an 11.6 percent cut.

Section 1003(c) of the Intermodal
Surface Transportation Efflciency Act of
1991 (ISTEA) established a cap on total
highway authorizations for FY92 through
FY96. The Federal Highway

Administration (FHWA) estimates that
spending will exceed the cap by $4.2 bil-
lion in FY96. As a result, some are seek-
ing greater flexibility with their trans-
portaon funds. which potentially under-
mines the intention of ISTEA to estab.
liA national transportation investment
priorities Transportation labor believes
that any solution to this problem shoud
not undennine the comprebenive plan-
ning provisions encompassed in ISTEA
empowering local metropolitan planning
organizatons to establish priorities for
and fund the transportation projects in
their communities. To the extent that
any proposals harm a specific modal
spending priority such as mass transit,
TID will insist on a level playing fdd
for all competing mode It will also be
important to guad again decertralizing
Federal decision-making at the expem
of worked' rights such as the Section
13(c) employee protection program.

7he proposed cuts in operating assistance
would have a devastating effect on transit
services and transit users particularly the
working poor, the disabled, elderly and
young people in Is populated areas. No
less than 43 smaller transit systems could
face shutdown because of the drastic cus
in Federal assistance. Overall, the $310
million cut could result in the layoff of
more than 20.000 workers.

While some transit systems would be able
to make up for the shonill with addition-
A stat aistance or modest Fire increases,
many cities face mass service reductions
or outright default. Fxamples of ar=
hardest hit by thecut indude Oklahoma
City. OK Yow town and Canton,
Ohio; Wichita, KS; Jackson and
Tuscaloosa, MS; Fayetteville and
Greensboro. NQi Leington, "-
Evansvil IN; Amarillo TX; Lincoln,
NE Fa-.o, Na and Billings, MT In
Alabama, pressure from already enacted
reductions in Federal assistance has caused
maj layoffs in Birningham and the out-
right shutdown of service in Mobile.
Unfortunately, this is just the beginning of

the demse of mass ran systems; if this
investment uend is not reversed

The American Public Transit Association
predicts that if proposed cuts ar imple-
mented in urban areas with populations
between 200,000 and 500,000, fares will
see an average increase of 44 perce
Urban ars with populations under
200,000 will se fare increases averaging
733 percent. It is dear that forsome
cities the cut in Federal assistance will
make it almost impossible to maintain
decent and affordale eviea

If dese drastic cuts are adopted transit
employees in both urban and rural arm
will lose their jobs; serv will bedashed
denying the traveling public am to
what, for many, is their only means of
transportation; and fare increases will be
substantial, placing a signifficanat burden
on those in our society unable to take on
additional transorttion conts.

THEREFORE. BE r RESOLVED,
a That T ID and its affiliates will con-

demn in the strongest of terms
efforts in future transportation
appropriations bills to carry out the
spending blueprint of the House
and Senate Budget Committees,
which called for the phase-out of
mass transit operating assistance,

* That transportation labor will sup-
port transit unions in their ongoing
efforts to maintain a Federal trans-
portation investment program that
does not place a disproportionate
shar of the burden of funding cuts
on the transit industry, its riders,
and employees; and

" That "TD will continue to work
with other like-minded groups con-
cerned about the effects mass transit
cuts will have on transit systems,
local economies, communities and
riders, jobs, and the environment.

ADOPTED SEPTEMBER 27-28. 1995
CONVENTION. TRANSPORTATION
TRADES DEPARTMENT. AFL-CIO
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RESOLU TI NO].. a

Stopping Assaults on Section 13(c)
Collective Bargaining Rights

SU ITTED By.

AmalgamatedTransit Union and
Transport Workers Union of America

Section 13(c) of the Federal Transit Act
has come under attack from many in
Congress who would see the program
abolished and the collective bargaining
rights of transit workers threatened or
outright destroyed.

The 13(c) program, embodied in
Federal transit law since 1964, guaran-
tees that existing collective bargaining
rights and long-standing employee pro-
tective arrangements are in place before
Federal transit grants are disbursed.
This creates insurance that our coun-
try's more than 200.000 urban, rural,
and suburban transit employees are not
negatively affected when Federal dollars
are invested to operate, capitalize or
otherwise change or expand local transit
systems.

Since its inception, the 13(c) program
has been remarkably successful, provid-
ing considerable benefit at virtually no
cost. Over three decades, employee
claims have been negligible while more
than $70 billion in Federal grants has
been distributed.

Among the benefits of 13(c) have been
its positive role in managing growth
and restructuring in the rapidly chang-
ing transit industry in a way that has
induded the fair treatment of employ-
ees affected by Federal transit invest-
ment policy. This strong component of
the program has helped workers and
transit systems introduce new services,
expand from bus to light rail, and oth-

erwise lead the industry in an anprece-
dented period of growth. All this
occurred while at the same time safe-
guading employees' existing rights.
including collective bargaining.

Those who now seek to destroy the
13(c) program ignore the transit indus-
try's history. In 1964, when the Federal
Transit Act was enacted, private bus sys-
team nationwide were on the brink of
insolvency. inspiring massive Federal
investment to ensure the continuation
of vital transit services. That important
government investment included a dear
statement of'policy by a bipartisan
Congress to sure that as Federal tran-
sit policy was enacted and implement-
ed, local transit employees would not
see their rights or jobs harmed.

The core complaint against the 13(c)
program by certain elements of the
transit industry is the need to minimize
delay in the release of grants. While
transportation labor believes the 13(c)
program has served the industry and iu
employees well, it is clear that sensible
procedural reforms would improve the
administration of this worker program.

The Department of Labor recently
issued proposed changes to streamline
13(c) grant certification, including a
requirement that all grants receive certi-
fication within 60 days. Additionally,
proposed changes would apply "model'
labor arrangements whenever appropri-
ate, thereby greatly increasing the speed
of grant certification.

Transportation labor condemns recent
efforts led by the House Subcommittee
on Transportation Appropriations to
repeal this program, and stands on.
guard against further attacks from that

or any other congressional committee
to substantively weaken the 13(c) pro-
gram. In 1996 efforts will begin to
reauthorize the Intermodal Surface
Transportation Efficiency Act (1STEA)
of 1991. Transportation labor will
predicate its support for this legislation
upon the inclusion of 13(c) and other
employee protections in that legisa-
tion.

THEREFORE, BE IT RESOLVED.
I That TTD and its affiliates will con-

tinue to vigorously oppose legila-
tion that threatens the 13(c) pro-
gram, and will take appropriate
action to deft such legislative
efforts;

" That TTD will closely monitor
13(c) reform proposals to ensure
that employee collective bargaining
rights remain fully intact and that
longstanding protective arrange-
ments are not altered or under-
mined; and

" That TTD will demand full reten-
tion of 13(c) and similar labor pro-
tections in upcoming major trans-
portation lgiation.

ADOPTED SEPTEMBER 27-28, M
CONVENTION. TRANSPORTATION
TRADES DEPARTMENT, AFL-00
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l S L I N 1

Guarding Against Federal Privatization Mandates
SUUMTTED I.
Amalgamated Transit Union and
American Federatmion of Sta,
County and Municipal Employees

Acr o the nation, both public and pri-
vate transit service providers comprise
the nation's transit network in cities
h6W and small. urban, suburban and
nua,. ,hroughout the Federal transit
programs 30-year history, it has been
the view of transportation unions and
many like-minded organizations that
decisions regarding public versus private
operation of transit service should be
left to local and state decsion-makers.

The landmrk Intermodal Surface
Transportation Effkiency Act of I991
(ISTEA) embodied this same view in
language contained in Section
5305(e)(3), stating that the transporta-
tion secretary could not withhold the
Department of Trmnsportatios certifi-
cation of submitted transit plans and
programs based upon the disposition of
local planning organizations on issues
surrounding private enterprise partici.
pation. as encouraged in Section
5306(a) of ISTEA.

By enacting the private enterprise par-
ticipation measure, Congress affirmed
its support for the private sectors role
in delivering transit services. but
reserved decision-maing to those best
equipped to determine the needs of
their cities: state and local authorities
and their planning organizations.
Congm made it dear that Federal pri-
vatiuaion mandates, regulations guide-
lines or other intrusive directives - pro
or con - were not necessary.

In response to Congress' desire to lift
unnecessary Federal rules governing
operating chokes in April 1994 the
Federal Transit Administration (FTA)
revoked privatization requirements
embodied in two agency arclar. issued
in 1984 and 1986, respectively. In
doing so, the FTA reflected dear
Congressional intent to rely on local
decision-making and ohenise elimi-
nated unnecessary and burdensome
mandates that existed during the 1980s.
The FTA adopted a balanced policy that
deferred to local transportation planners
on questions such as pubk versus pri-
vate operation of transit service.

Depte the balance achieved in ISTEA
and subsequendy affirmed in the FTA
regulatory initiative in 1994. some in
Congress want to tamper with th poli-
cy and return to the days of ecsave
Federal intrusion into local decision-
making. Transportation labor is &*%re
of no circumstance where the right , of
local planners to consider pn.atc-sector
participation in their transit service
plans have been undermined by the
present policies. Quite the contrary:
today transit agencies and their local
planning organizations retain the free-
dom to make the most appropriate
choices to ensure improved transit ser-
vic in their communities.

TTD strongly urges Congress to refrain
from exerting undue influence on local
transit planners. The FTA has wisely
concluded that the premise upon which
the Reagan-Bush privatizaion policy
was founded was contrary to the best
interests of transit systems, commuters,
employees, and taxpayers. Under the
present policy regime, the Clinton
Administration has disposed of rules
that imposed burdensome and costly
administrative requirements and denied
communities their rightful authority to
make operating decisions in consulta-
tion with local leaders, riders, business-
es and employees.

However. the threat remains - and
efforts are underway to unnecessarily
force privatization of local transit sys-
tcm Transportation labor is commit-
ted to preserving the current Federal
transit program des governing privai-
zation. Tley are founded on sound poli-
cy principles that draw on the expertise
of local decision-makers while preserving
the Federal government's role in estab-
lishing transit investment priorities.

THEREFORE, BE IT RESOWED,
" That TTD commnas President

Clinton and the Federal Transit
Administration for their commit-
ment to balanced transit privatiza-
tion policies that recognize the role
of local transportation planners in
making decisions concerning the
participation of the private recto.
and

" That transportation labor will not
relent in its opposition to legislative
or regulatory measures that would
undo current FTA privatization
polices by imposing unwise Federal
mandates that force prvatization
decisions on local authorities who
are better-suited to make such cru-
cial decisions in the best interests of
local communities.

ADOPTED SEPTEMBER 27-28, IM95
CONVENTION, TRANSPORTATION
TRADES DEPARTMENT AFL-00
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Statement of-
The Honorable Larry Zarian,

Chair, MTA Board of Directors, Councilmember, City of Glendale

Before the
House Committee on Transportation and Infrastructure

Subcommittee on Surface Transportation
United States House of Representatives

June 18, 1996

Exo.~3.Jq696
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STATEMENT OF LARRY ZARIAN
CHAIRMAN,

LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY
AND

COUNCILMEMBER, CITY OF GLENDALE

Mr. Chairman, members of the Committee, on behalf of the Los Angeles County
Metropolitan Transportation Authority (MTA) we appreciate the opportunity to appear
before you today as part of this national transit panel, to present testimony supporting the
reauthorization of the landmark federal transportation legislation referred to as Intermodal
Surface Transportation Efficiency Act.

Mr. Chairman and members of the Committee, on behalf of Southern California,
I applaud you for undertaking these hearings, and for providing leadership in moving
forward on legislation which will reauthorize ISTEA. Numerous witnesses have
appeared before the committee to applaud this innovative transportation legislation and to
seek its continued growth. The Los Angeles County MTA joins those who have testified
before committing to furthering the reauthorization of ISTEA. We look forward to
working with our national transportation partners to ensure the successes under ISTEA
are continued and strengthened.

With the creation of ISTEA, the country recognized that the nation's ability to compete
successfully in the fast paced global economy depends upon moving people and goods
safely and efficiently. The partnership among federal, state, regional and local
transportation agencies fostered by ISTEA, has ensured the coordination required to
integrate transportation facilities and services into an efficient intermodal transportation
network.

ISTEA's partnerships has created recognition that a transportation system - and not any
single individual mode of transportation - is key. Those of us in Los Angeles County can
certainly testify with first-hand knowledge of the need to balance a transportation
network, and does not rely exclusively on a single mode of transportation. The
Northridge earthquake of 1994 and its devastating impact on our automobile oriented
freeway system was a sobering reminder of how vital and basic an integrated
transportation system is to everyday life.

PLANNING, FUNDING, BUILDING AND OPERA TING A TRANSPOR TA TION
SYSTEM FOR LOS ANGELES COUNTY

As the transportation agency for Los Angeles County, the MTA has accepted the
leadership challenge to plan and operate a comprehensive transportation system which is
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safe, reliable and cost-efficient. The MTA is governed by a 13 member Board of
Directors which consists of the Mayor of Los Angeles and three appointees, the five
County of Los Angeles Supervisors and four elected officials who represent the other 87
cities that makeup Los Angeles County.

Over 9 million residents call Los Angeles County home. Based on demographic forecasts
prepared by the Southern California Association of Governments (SCAG), the regions
MPO, our population will increase by nearly 3 million people over the next twenty years
- a 35 percent increase from the 1990 Census. The five-county region known as Southern
California, will increase by more than 6 million by the year 2015, to over 20 million
people.

Without improvements to our current transportation system, the projected increase in
population and employment would reduce average countywide commuting speeds from a
current level of approximately 35 milers per hour to 15 miles per hour or, in some rapidly
growing outlying areas, to less than 10 miles per hour. This is unacceptable. It
contradicts national policies and goals for sustaining economic growth through mobility.

The role the MTA plays as both the regional transportation planner as well as primary
service provider for Los Angeles County is unlike any other transit agency in the country.
The MTA programs ISTEA Highway, Surface Transportation Program (STP), and
Congestion Mitigation and Air Quality (CMAQ) funds through the statutorily defined
process contained in the State Transportation Improvement Program (STIP).

The goal of the MTA is to develop, over the next twenty years, an integrated Metro
system that includes rail transit, commuter rail, extensive bus and paratransit services,
carpool and bus lanes, an improved street, highway, freeway and High Occupancy
Vehicle (HOV) network, state-of-the-art traffic management techniques and increased
employer-based programs all to reduce commuter trips.

In addition, as the region's largest provider of public transportation, the MTA is also the
regional coordinator for allocating federal, state and local funds to 16 of the area's
Municipal transit operators. Collectively, the MTA and these municipal operators provide
approximately 425 million passenger trips annually.

As an Operator, the MTA is one of the largest public transit carriers in the United States.
We provide over 250,000 miles of revenue service daily. MTA has over 340 million
boardings annually, on 185 routes, with over 18,000 bus stops. We cover a service area
of 1,442 square miles.

Additionally, we operate the expanding rail service network. In 1993, we opened the first
4.4 mile segment of the Metro Rail Red Line in downtown Los Angeles. The subway
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carries over 22,500 riders a day, almost doubling ridership estimates. In a few weeks we
will be opening the Wilshire/Western, 3-mile segment of the Red Line. The MTA is
responsible for rail construction in Los Angeles County and is the federal grantee for
Section 3 "New Start" funds to continue construction of the 23-mile, $5.8 billion Metro
Rail Red Line. On several occasions, Los Angeles County voters have voted to tax
themselves, including a one-cent sales tax, demonstrating a strong commitment to
funding the needed investment in transportation infrastructure. When complete the
currea t 79-mile Metro Rail system will be funded with 62 percent state and local funds.

For example, projects built with all state and local funds include the 22-mile Metro Blue
Line light-rail to Long Beach which is carrying over 43,000 passengers each day. In
1995, we opened the Metro Green Line, which runs mainly down the center median of the
newly opened Glenn Anderson Freeway and is carrying 14,000 passengers each day.

Another success story in Southern California is the five-county state and locally funded
commuter rail service known as Metrolink. Metrolink is the West Coast's largest
commuter rail service, which is now the nation's fastest growing commuter rail system.
Metrolink trains travel over 404 miles, with 87 daily trains on six separate routes that
parallel significant freeways. The newest route has the distinction of being the nation's
first suburb-to-suburb line originating from the Inland Empire to Orange County.
Metrolink began service 43 months ago with just 2,400 patrons each day. Today,
passengers trips have soared to over 23,000. Caltrans officials indicate that if everyone
now-riding Metrolink got into cars instead, the increased traffic would add 30 to 60
minutes to rush-hour commutes to some corridors.

IS TEA - AN INTER GRAL PART OF THE TRANSPORTATION SYSTEM

The numerous transportation programs and projects in Los Angeles County could not be
achieved without the partnerships fostered in ISTEA. Approximately 66 percent of our
bus capital budget; 43 percent of our rail capital budgets; and 22 percent of highway
budgets are funded with ISTEA dollars.

The MTA, as identified in our Long Range Transportation Plan with the continued federal
partnership, will make a $72.4 billion investment in transportation for Los Angeles
County. Our Long Range Plan covers 20-years, is financially constrained and prepared in
accordance with ISTEA planning factors. As indicated earlier, with the increase in
population and employment projected, the Long Range Plan seeks a 25 percent reduction
in traffic congestion at the end of the Plan period. Additionally, the Plan eliminates over
150 metric tons of various air pollutants per day. The Plan invests in numerous
transportation programs and projects such as:

* The daily operation of 2,800 buses;
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* 94-mile Metro Rail system complete and operating;
* 280 miles of new carpool lanes;
* Alameda Corridor project and other port access projects;
* Numerous Automated Traffic Surveillance and Control - Traffic Systems

Management - Travel Demand Management Improvements;
* Numerous Highway, Street and Road projects; and
* Numerous Transit Center projects.

The economic impact of these transportation investments will enable the Southern
California region to remain competitive in today's global economy. In one day of Metro
Rail construction alone, the MTA invests approximately $3 million in the economy,
mostly in the Southern California region with the remainder spent for goods and services
from throughout the nation. Of this investment, approximately $650,000 goes to
DBE/WBE firms. In 1995, the MTA created over 15,000 jobs through Metro Rail

construction and over 100,000 jobs will be created during the six-year period covered by
ISTEA.

Besides providing immediate jobs, transportation funding allows expanded opportunities
for business, industry, households, and individuals to grow and improve their quality of
life. One such opportunity can be demonstrated by the fact that seven new businesses
were created within the first 90-days of the opening of the Metro Rail Red Line Segment.
I am pleased to report that those businesses, created in 1994, are still in operation.

Another example of expanded economic opportunity can be demonstrated by the joint
development opportunities in and around transit corridors. For example, on the

Hollywood extension of Segment 2 of the Metro Rail Red Line, in cooperation with

Kaiser Permanente Hospital, a portal exit will allow direct access to the hospitals' 3,000
employees and their customers. There are numerous other examples ofjoint development
projects that allow for expanded social and economic opportunity.

There are many joint development opportunities planned once we achieve another
milestone on July 13 th - the opening of the WilshirefWestern segment of the Metro Rail

Red Line. This segment will add approximately 3-miles and 3 stations. We expect the

current Red Line ridership to double to over 40,000 weekday patrons by year's end.

ISTEA TAKES TRANSPORTATION INTO THE 21s t CENTURY

The MTA joined transportation stakeholders statewide to develop the California

Consensus Principles which provides a framework for the reauthorization of ISTEA.
Numerous agencies and groups have endorsed the Consensus Principles including: the

State Business, Transportation, and Housing Agency, CALTRANS, the California

Association of Counties, the League of California Cities, Southern California
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Associations of Governments, and numerous transportation providers throughout the
State. I have attached a copy of the Consensus Principles for your review.

In closing, MTA looks forward to the lively debate as the reauthorization of ISTEA
continues through the process. The MTA will continue to strive for the continuation of
important ISTEA programs. For ISTEA to partner with Los Angeles County the
following programs must continue:

e Retain Section 3 - New Starts, Rail Modernization and Bus funding
categories;

o Retain Section 9 Capital/Operating Grant Formula Program;
o Maintain current 80/20 capital match requirement for Section 3 and 9

programs;
• Retain local decision making with the Surface Transportation Program (STP);
• Retain local decision making with the Congestion Mitigation and Air Quality

(CMAQ);
* Continue Transportation Research and Development including Intelligent

Transportation Systems; and
* Mass Transit Account - maintain and increase gas tax revenue dedicated to

transit fund.

Additionally, MTA would like to work with the Committee and our transportation peers
to identify federal policies which stifle innovative management techniques. We believe
the commitment Congress has shown to eliminate burdensome regulations and unfunded
mandates provides local decision makers with more flexibility to improve transit service
at reduced costs.

I trust my comments have demonstrated to members of this Committee, and to the
Congress, the absolute need for the continuation of ISTEA. Together, we will build a
better America with more choices for our citizens. ISTEA is the cornerstone of our
continued partnership to invest in our future.

I would be happy to answer iny questions you may have.
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DEPARTMENT OF T"ANSPORTATo-'

SACKMiT0. CMAL% SUM

March 26, 1996

Individually Addresmed to Mmnbers of California's Congres*ioaal Delegadon

When the Inte-modal Surface Transportation Efficiency Act (ISTE)
sunsets on September 30, 1997, all current transportation authorizations will
expire. Though the deadline for reauthorization is more than a year away,
transportation interests in California and around the nation are already
preparing for the reauthorization debate.

I want to share with you, on behalf of my co-signatories, the Califiornia
Consensus Policy Principles on the Reauthorization of ISTEA. This
compendium of key policy tenants will act as California's road map during
mauthori=tion and will form the basis for our forthcoming legislative
proposals.

California's ISTEA reauthorization strategy is relatively simple-take
the team approach. This strategy is a reflection of the state's success in
partnering with local and regional governments to deliver transportation
project and services.

Last year, the California Department of Transportation (Caltrans)
launched its ISTEA reauthorization efforts by inviting local and regional
representatives to join with the state in an effort to identify a common set of
reauthorization policy principles. I challenged this diverse group to refi-ain
from narrow, provincial interests and, instead, to develop a doc uent that
would serve as the foundation for a collaborative ISTEA reauthorization
effort. This chall; has been admirably met.

We recognize and appreciate that there may be unavoidable differences
that reflect the self.interests of our respective political subdivisions, but we
are convinced that the vast majority of our views will remain in harmony.
Therefbre, we believe that these principles will go a long way toward helping
the many "Californias" to speak with a unified voice.
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andividuay Addreued to Member of C&'Irnas Conpeaional Dleptimo
March X,196
Page 2

Caltrans looks forward to working with you and your staff in the months
to come. If you have any questions or concerns regarding the California
Consensus Policy Prip lu, or any other transportation-related issue,
please contact me or Caltrns' Federal Liaison Bruce (B.J.) Watrous, Jr., at
(916) 63-2062.

Sincerely,

k=1 IA WN Ym Vt. van Lcbc 5dB

JAMES W. VAN LOBEN SELS
Director

Enclosure

c: Honorable John Chafee, United States Senate
Honorable John Warner, United States Senate
Honorable Bud Shuster, United States House of Representatives
Honorable Thomas E. Petri, United States House of Representatives
Mr. Frank Francois, Executive Director, AASHTO
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California Consensus Policy Principles
on the Reauthorization of ISTEA

Passage of the Intermodal Surface Transportadon Efficiency Act (ISrEA) in 1991
represented a watershed event in the evolution of federal transportation policy. It marked
the end of the Interstate Highway construction period and the beginning of an era
emphasizing system preservation, the efficient operation of existing transportation
networks. improved intemodal integration, and significantly increased state and localdiscretion and control over financing decisions. ISTEA firmly established the principle

that transportation issues should be addressed on the basis of multi-modal systems rather
than groups of competing modes, categories, projects, and jurisdictions.

California was instrumental in shaping the ISTEA of 1991 and is well advanced in applyin
many of the important changes which it advocated. Ih is in'the interest of California's
transportation sector to continue to influence national transportation policy. Accordingly,
the following consensus policy principles on the reauthorization of ISTEA have been
endorsed by the state and local government agencies identified below to guide the state's
legislative efforts and to build on the fundamentals enacted in the original ISTEA.

9 FUNDING FLEXIBILITY

ISTEA Reauthorization should preserve the basic architecture of ISTEA's current
program categories and refrain from creating any new funding pots, categories or
take-downs for specific transportation modes or purposes. Transferability and
flexibility should be expanded.

• STREAMLINING FEDERAL REGULATORY OVERSIGHT

ISTEA Reauthorization should restrain the rulemaking authority of the US DOT and
US EPA, reconcile the conformity requirements of the Clean Air Act of 1990 with the
limited effect of transportation projects and programs on air quality, eliminate
federal/state duplication (e.g. NEPA/CEQA), limit review of state and local activities.
and (to the maximum extent possible) provide for the increased self-cenification and
delegation of current federal regulatory au&ority to the State, metropolitan planning
organizations (1POs), regional transportation planning agencies (RTPAs), cities,
counties, and other local agencies.

9 NATIONAL HIGHWAY SYSTEM

ISTEA Reauthbrization should reflect a significantly reduced federal oversight role
while ensuring the effective functioning of a limited National Highway System that
supports intercity corridors and national defense, as well as both interstate and
international mobility. Cities and counties acting through the MPOs and RTPAs
should have full authority and flexibility to integrate the NHS with other public and
private modes, metropolitan systems, and rural roads to ensure the effective
movement of goods, services, people and information.

* FEDERAL MANDATES

ISTEA Reauthohzation should restrict or eliminate federal sanctions and fully fund
transportation mandates imposed by Congress through legislation or the Executive
Branch through adminisrradve regulation. Federal mandates and regulations should
be required to demonstrate their cost-effectiveness. Full -funding should not be at the
expense of other transportation programs.



464

Caiornia Consensus Policy Principles on tha Resuthorizaf" of ISTEA
Page 2

FEDERAIJSTATELOCAL RELATIONSHIPS

The federal role in transportation policy should be reduced and state/local decisionmaing should be sftngtfned. Accoingly. ISTEA reauthorizaou should limitfederal involve priipally to stragic planning, Uaportation safety, andapplied reseah and deelopmenL A eauthorization also should continue therequiremen for joint statefllcal aPM val of the Transportation Improvement Program
CMI) designed to expend fedea fuds.

" FUNDING DEDICATION AND EQUITY

ISTEA Reauthoriza Won should ensure tw all federally imposed transportation excisetaxes and fees are devoted exclusively to transportation purposes by returning all fueltax revenue diverted for other p to the Highway Ths Fund, removing the.transportation trust funds from the unified federal budget and spending down tbeavailable balances in the trust fnds. ISTEA Reauthorization should reestablish thatfederally imposed trasporation excise taxes and user fees will be equitably assessedand equitably distrnibuted. Donor states should receive minimum allocations of no
less than 95%.

* INNOVATIVE FINANCING

ISTEA Reauthorizantion should authorize and encourage state and local jurisdictions toapply innovative solutions including privatriation, public-private partnerships,
intelligent transportation systems, joint development projecs, and public agency tollpricing as ways to address the growing transportation financing gap and to encouragethe rapid deployment of transportation technology.

" DEMONSTRATION PROJECTS

ISTEA Reathorization should limit highway demonstration projects to state TIPprojects that meet strictly applied state criteria, including approval by local and state
transportation authorities.

" SYSTEM PRESERVATION

Consistent with ISTEA's declaration of National Transportation Policy and fiscallysound management practices, ISTEA Reauthorization should recogniie thepreeminent importance of maintaining the existing transportation system.Accordingly, state and local officials should be able to program maintenance andrehabilitation projects of all modes in the TIP, exempt from the conformity
requiremnts.

DEAN R. DULNPHTY /ROBERT A. WOLF -
Secret Chairman
Business, Transportation California Transportation Commission& Housing Agency (BTH) (CTC)
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(signatures continued...)

Callfornia Department Of

nspor n- (Caltras)

S ALLm STANDS
President
League of CA Cities
Mayor, El Centro

BROWN
xective Director

Merced County Assod tion of
Governments

Tu otive Director
Butte County Assoc. Of GOvernents

(BCAG)

Mi NEVIN
President
CA State Association of Counties

(San Mateo County)

VICORS4ZHAU
Proesd
CA Coundlo oGo,-maits (CaLCOG)
C(ainnan, Hamboldt County COG

Executive Director
Kern Council of Governments

Executive Director
Metropolitan Transportation

Commission ("MTC)
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RONALD L DECARL
Executive Director
San Luis Obispo Council of

Governments

BARBARA GOODWIN
Executive Director
Council of Fresno County Governments

GERALD R. LORDEN
Executive Director
Santa Barbara County Governments

BARToN R. MA YS

Executive Director
San Joaquin County Council of
Governments

GARY DICKSON
Executive Director
Stanislaus Area Association of

Governments

,MHOFFACKE
Executive Directorm 0
Sacramento Area Counm of

Governments (SACOG)

BELL LYMAIN

Shasta County Regional Transportation
Planning Agency

Exe ve D ArAssoc. of _ay Area.
Governments OAMAG)
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MARK PISANO
Executive Director
Southern Caliornla Association
of Governments (SCAG)

DOU9W WiLON
Execftiveecretary
Tulare County Assocatlon of

Governments

Executive Director
San Diego Association of

Governments (SANDAG)

D5ANIE, B. LANDON
Executive Director
Nevada County Transportation

Conudssion

xe-utive Director
Placer County Transportation
Planning Agency

Chairman, Rural Counties Task Force
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ISTEA REAUTHORIZATION: FEDERAL
FUNDING DISTRIBUTION FORMULAS

THURSDAY, JULY 11, 1996

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITfEE ON SURFACE TRANSPORTATION,

COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The subcommittee met, pursuant to notice at 9:31 a.m. in room
2167 Rayburn House Office Building, Hon. Thomas E. Petri (chair-
man of the subcommittee) presildinc o

Mr. PETRI. The subcommittee wig come to order.
This morning we continue our series of hearings on the reauthor-

ization of ISEA and turn our attention to the formulas used to
distribute Federal highway funds.

To many, this issue is among the most Important surrounding
the highway program and the highway trust fund. It is these com-
Flex formulas that create what we've come to know as "donors" and
donees," words I'm sure we'll be hearing more often as the reau-

thorization process continues.
Being a representative from a State that historically has contrib-

uted more than it has received in return, I can understand the
frustration that many donor States feel, and from a national point
of view there is the need for some degree of redistribution in order
to maintain a national system of roads that are in good repair.

How to maintain roads and bridges that carry high levels of
interstate traffic but are located in sparsely-populated areas with
smaller tax bases has been a challenge since the creation of the
Federal aid system.

It is important to note that there is widespread agreement that
some redistribution is desirable. The question is how much of a
donor or donee anyparticular State should really have to be.

Beyond donor and donee questions, it is also true that the cur-
rent ISTEA formulas are so complicated it's almost impossible to
understand the rationale behind the formulas for each program
and how each one relates to the other.

Here is the 87 pages that they have to wade through to actually
make the formulas work now. It takes days and it is very, very
hard to figure out.

In an effort to pass ISTEA back in 1991, many equity adjustment
programs had to be developed, which further confused the program.
In addition, many object to a large portion of highway funds being
distributed based on a historic share of the program with little rel-
evance to today's transportation network, and that's what we'll be
looking at today.

(459)
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We will be hearing from a wide variety of witnesses who have
diverse points of view, including many Members of Congress. I'd
like to note that although most of our witnesses today do represent,
if not all of them, donor States, an open invitation was offered to
any Member of Congress who wished to testify on the formulas.
Had any Members representing donee States requested an oppor-
tunity to testify at this hearing, they would have been promptly in-
cluded on the agenda.

I expect that this is only the opening round in a long bout con-
cerning the formulas. The final round I'm sure will not conclude
until the very last hour of the reauthorization process.

My colleague, Mr. Rahall, I suspect may have an insight or two
ont is issue, and I'd like to yield to you at this time.

Mt. RAHALL. Well, I guess, Mr. Chairman, I could start by imme-
diately agreeing with your last statement-not decided until the
very last hours, as was in the last reauthorization.

Today's continuation of our hearings on the reauthorization of
ISTEA does, as you have said, focus on the Federal highway funds
to the States. This will be the most hotly-contested and controver-
sial issue we will face in the reauthorization.

Since the establishment of the interstate highway system in
1956, it has been in the national interest to construct roads of an
interstate nature, those which transcend the transportation needs
of any single State. In order to accomplish this goal, some States
contribute more money into the highway trust fund than they re-
ceive back. In effect, the national highway system simply cannot be
constructed and maintained without what is known as a "donor"
and "donee" States.

I would submit today, Mr. Chairman, with the designation of a
new national highway system, as we did just last year, this ar-
rangement is as important today as it was back in 1956 when we
embarked on the construction of the interstate system.

In this regard, there are, as we all know, basically two delivery
mechanisms through which Federal highway money is distributed
to the States. Funds are either apportioned or they are allocated.
Apportioned funds are divvied up by formula, and, as a result of
the various equity adjustments, each State is assured of a mini-
mum 90 percent return on the amount of its estimated contribu-
tions to the highway trust fund.

It is important to note that out of all the Federal highway funds
available to States in a given year, the vast majo.'ity, 89 percent,
are apportioned by formula for such major programs as the Na-
tional highway system, interstate maintenance, the surface trans-
portation program, and the bridge program.

Allocated funds, on the other hand, are discretionary in nature.
Allocated funding categories include such items as the bridge dis-
cretionary program and the interstate maintenance discretionary
program.

These monies, which only account for 11 percent of the amount
of Federal highway funds available to the States, are primarily al-
located on a needs basis.

As I mentioned earlier, the formulas used for the distribution of
Federal highway funds to the States will be a hotly-debated topic
as part of ISTEA's reauthorization, as they have during the past.
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This year, the battle lines are already being drawn, with the
opening salvo fired by a coalition of States calling themselves the
"Step 21 Coalition."

With all due respect to my colleagues in support of this Step 21,
I believe that what Step 21 is calling for is out of step with the
best interest of America.

Apparently the Step 21 Coalition is not satisfied with receiving
a 90 percent return on apportioned funds-those funds which make
up the vast majority of the Federal highway program. No. Support-
ers of Step 21 want a 95 percent return. If that means eroding the
interstate nature of our national highway system, then so be it.
After all, I suppose people traveling to Florida to spend tourist dol-
lars there-their biggest industry-never need to drive over roads
in donee States in order to get to Florida.

They also want a 95 percent return on those funds which are
currently allocated to the States on a discretionary needs test
basis. If some other State has a greater need for bridge money,
that's their problem, say the supporters of Step 21. And they ap-
parently even want a 95 percent return of those funds which are
currently used by FHWA to administer the Federal highway pro-
gram, to conduct highway R&D, and even those funds that are
used to construct national significant roads in our national park
system.

Really, who cares about the roads and parkways in America's
crown jewels, I suppose the supporters of Step 21 say, the Yellow-
stone's and the Yosemite's, so long as we, the supporters of Step
21, get our 95 percent return?

Blindly, their bottom line is a 95 percent return on their con-
tributions into the highway trust fund for their highway programs.
Period. That's it, regardless of need, regardless of national prior-
ities, and regardless of the overriding national interest in main-
taining our interstate highway system in this country and, I think
it should be noted, without respect to what they receive out of the
highway trust fund for transit purposes.

So I would submit that these proposals destroy the fundamental
basis of having a Federal highway program. It is a thinly-disguised
version of the turnback initiative being advanced by certain States
who seem to forget that we are, after all, a Federal republic of 50
States, united together, with no one State standing alone.

The philosophies behind turn-back and Step 21, in my view, rep-
resent nothing short of a type of secessionist aspirations which
once threatened to tear this count .a art in a past era.

Conflict over the distribution of ghway funds has a potential to
do to the Federal highway program what that conflict did to the
Union-to tear the Federal program asunder.

West Virginia, which I have the honor of representing in the
Congress, became a State as a result of that conflict between the
States, and we stood proudly with the Union.

During the reauthorization of ISTEA, Mr. Chairman, I intend to
do the same-to stand with the Union, with the national interest
in the hi ghway program.

With at sal, I guess it could be said in conclusion, Mr. Chair-
man, my bottom line is that my pledge is this: one national high-
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way system under the FHffWA, indivisible, with liberty and justice
for all.

Thank you.
[Laughter.]
Mr. PEi. Thank you. Are there other opening statements? Yes,

Mr. Baker?
Mr. BAKER. California also came in during the Civil War era on

the side of the Union, aid we're tired of paying our 100 percent for
West Virginia.

Mr. PETRi. And now we turn to our very distinguished bipartisan
panel, representatives 1'rom two of the largest and fastest-growing

states in the country, The Honorable Tom DeLay from Texas and
Gary Condit from Califbrnia.

Gentlemen, which of you would like to proceed? Mr. DeLay?
Mr. DELAY. I guess I'll go first, Mr. Chairman.

TESTIMONY OF HON. TOM DELAY, A REPRESENTATIVE IN
CONGRESS FROM TEXAS; AND HON. GARY A. CONDIT, A PEP-
RESENTATIVE I, CONGRESS FROM CALIFORNIA
Mr. DELAY. I appreciate your giving us this opportunity. I have

to say, though, I'm upstairs in an appropriations markup, and I
may be called to vote any minute now, so I'll start and if you have
questions later I1.1 come back after the vote.

After hearing the remarks of my good friend from West Virginia,
I can see that this is obviously the beginning of a very lively debate
that will carry on through next year, but I know it's a tremendous
process as you explore the issues surrounding reauthorization of
ISTEA, and I commend you for it.

Although I shared in the excitement of celebrating the 40-year
anniversary of our interstate system last month, it saddens me to
think that the formulas we use to distribute Federal highway funds
to the States have broken down along the roadside. One man's jus-
tice may be another man's pork, I've got to say.

To try to remedy this situation, yesterday my colleague, Mr.
Condit, amd I introduced the ISTEA Integrity Restoration Act. It is
our hope that this legislation serves as a basis for discussion dur-
ingthe reauthorization process. I . . f

Our biUl accomplishes four primary objectives: it funds the Na-
tional Highway System as the key Federal responsibility; it sim-
plifios and makes more flexible the Federal highway program; it
updates the antiquated Federal funding distribution formulas; and
it equitably balances the amount of Federal gas tax dollars col-
lected from each State, with the amount of funding each State re-
ceives back from the Federal highway trust fund.

By maintaining a strong national highway system program that
includes the interstates, our bill recognizes that interstate and
international commerce, national defense, and the safety and mo-
bility of our people are the basic responsibilities of the Federal
Government and should be our priorities.

To streamline the Federal surface transportation program, our
bill consolidates various existing highway programs into two: the
national highway system program and the streamlined surface
transportation program.
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Our bill continues the eligibility of all current ISTEA activities,
but gives the State and the local transportation officials the respon-
sibility, as well as the authority, to decide on what, when, where,
and how much to spend to meet their diverse transportation needs.

Since ISTEA went into effect, each State's share of highway
funds has been determined by factors that are completely outdated,
including the 1980 census and the number of rural postal delivery
miles in the State, a measure the Post Office quit using more than
4 years ago.

These formulas penalize States that are home to increasing num-
bers of Americans and dramatically increasing traffic.

Our bill's system of apportionment is based on factors that dem-
onstrate where highways are actually being used. These include
the size of the public highway system in each State, the number
of vehicle miles traveled, and the amount of diesel fuel purchased.

Our bill also creates an objective, simple method of distributing
highway funds among the States that strikes a more equitable bal-
ance between taxes paid and funds returned.

We established the following two programs: an equity program
which ensures that all States receive at least 95 percent return on
the payments made to the Federal highway trust fund. Ideally the
NHS program and the SSTP would provide more than a 95 percent
return for all States. If not, the equity program would ensure this
95 percent return level.

Second, an access program which ensures an adequate level of
resources for highways in low population density States with either
large or small land area to guarantee a strong national road sys-
tem.

The DeLay-Condit ISTEA Integrity Restoration Act is not a radi-
cal departure from ISTEA. It builds on traditional partnerships
while modernizing Federal aid formulas that are inadequate to
meet the mobility and the economic development needs of the next
century.

This act strikes the appropriate balance between the national in-
terest in highways and the rights and responsibilities of each State.
I hope this committee will look favorably upon it in the months to
come.

I thank you, Mr. Chairman.
Mr. PETRi. Thank you.
Mr. Condit?
Mr. CoNDT. Good morning, Mr. Chairman.
First, I would like to thank you, Mr. Chairman, for holding this

hearing and the committee, as well, and applaud you for your ef-
forts in exploring this issue of great importance to Americans ev-
erywhere.

As America moves into the 21st century, our transportation
needs will change and our policies must change to meet those
needs. ISTEA made some desirable policy changes, but in some
cases it went too far, in other cases it didn't go far enough.

We must effectively build on the many successes of ISTEA, yet
also address its shortcomings. This can be accomplished in three
ways.
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States' needs are ver diverse, and we must move from a one-
size-fits-all policy to a exile policy that gives States the freedom
to deal with their unique problems.

Two, we must distribute Federal trust funds on a more equitable
basis so that populous donor States receive the money they need
without under-funding smaller States.

Number three, we also need to simplify funding allocation for-
mulas so that transportation officials can do their jobs without fac-
ing bureaucratic roadblocks.

Mr. Chairman, the bill that Mr. DeLay and I are proposing does
two things. It's a bill about fairness. It makes receiving funds a
more fair and reasonable proposition. In addition to that, it also
streamlines and simplifies and reduces red tape on States across
this country.

We think it's a reasonable proposal. We think it's a place to
start. We appreciate the committee holding this hearing this morn-
ing, and I look forward to this hearing to explore ways in which
we can implement these kind of proposals.

I'm available for any questions, Mr. Chairman. I do have an ex-
tensive statement I'd like to add in the record. Because of time-
I want Mr. DeLay to be here and answer questions-I'll just put
it in the record. 

q

Mr. PETRI. Without objection, it will be included in the record.
Mr. Rahall, do you have any questions for the witness?
Mr. RAHALL. Thank you, Mr. Chairman.
Just quickly I'd like to ask Tom about recent a proposal of his

to create a new highway category called "highest priority" category
when we authorize ISTEA. I guess you made this in reference to
the 1-69 project, which, as you well know, is a high priority under
ISTEA. This travels, I guess, through about eight States, from
Texas to Indiana and Michigan. A great deal of this corridor does
not exist, so it is going to be a very expensive proposition to build.

Do you believe we would be able to build the 1-69 project under
your Step 21 approach?

Mr. DELAY. No doubt about it, Mr. Rahall, because I feel what
will ha ppen in our bill is that the flexibility that is given not only
to local communities but also to State DOTs will allow them to
move money where it is more efficiently spent within their State.
I think this refocused the notion that the Federal Government does
have a role in moving goods and services across State lines and
now has a major role in moving goods and services from Canada
through the United States down to Mexico and all between.

Soi really believe that this gives States the kind of flexibility
they need and breaks the chains that I think ISTEA has put on
their ability to make smart, efficient decisions on where the high-
way dollar ought to go.

Mr. RAHALL. I don't disagree with your answer at all, and obvi-
ously 1-69 would still be built under your proposal, but my ques-
tion I guess gets to the equity of the Step 21 approach, because
while f-69 would be built and while I agree with you perfectly
about its significance, as I've already written to you and written in
the confirmation, I can assure you that 1-73, a national high-prior-
ity corridor through southern West Virginia, would not be built
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under your proposal. According to the information that you've put
out, West Virginia loses highway funds under your pro sal.

So I guess the question is: what's the equity in this approach
when your high-priority corridor would be built and mine would
not?

Mr. DELAY. Well, I don't think that's the case. In fact, I think,
frankly, it has been shown in other kinds of programs, that if you
give the States the flexibility to meet certain standards laid out by
the Federal Government they can find ways that not only save
money but are able to do even more with the money that they
have.

I guess it's a philosophical difference thLt you and I have, but I
feel very strongly that if you let the West Virginia DOT make the
decision about how money ought to be spent, it will be able to
spend it more efficiently and have more money available and it
won't need the $1.49 that it gets presently for every $1 it send.

Mr. RAHALL. Well, I think West Virginia has made that $1.10,
but I might say that West Virginia ranks up there as one of the
top five States in the way they make an effort at the local level and
State level, as well. Our State has made a tremendous effort, by
raising State gasoline taxes and other decisions, to meet the local
match. So we ve made a tremendous effort and rank up there
among the bp in the 50 States in that regard.

Let me ask you both-and you, Gary, will probably want to an-
swer this-but if you're proposing this 95 percent return from the
hghway trust fund through the Step 21 approach, and just for the
highway trust fund why not carry that same line of reasoning over
to the other trust Kinds, like the aviation trust fund? Why not to
the general fund, and say that each State should receive back at
least 95 percent of the amount they pay into the Federal fund in
taxes?

Mr. DELAY. I apologize, Mr. Rahall. I'm being buzzed for a vote
upstairs, and I didn'tear your entire question. Would you repeat
what you said?

Mr. RAHALL. Why not carry the philosophy of the Step 21 over
to the other trust funds and even the general fund and say that
every State should get back 95 percent?

Mr. DELAY. Actually, that's what we're trying to do in the Repub-
lican Congress. We're trying to return decisions back to the local
and State level.

Mr. RAHALL. Guarantee a 95 percent return of Federal taxes?
Mr. DELAY. But this is different. This is a highway trust fund.

It's not a general fund. Monies coming from Texas or California or
other States are dedicated to be spent on highways.

Mr. RAHAL. Aviation trust funds are dedicated.
Mr. DELAY. Same thing. Il be glad to co-sponsor a bill that

might do the same thing on the aviation trust fund.
Mr. CommIT. Can I just respond?
Mr. RAHALL. Sure.
Mr. CoNDrr. I think it is vitally important that we try to retain

a balance here, that there should be some Federal involvement in
transportation policy, and there ought to be some Federal involve-
ment in some of the other policies that you suggested, too, but this
is a balancing act that you need to balance States and the Federal
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responsibility. States need to have more autonomy, they need to
make decisions that are better for them to get a better bang for
their buck if they're able to make those decisions themselves.

You're overall question about should we do this in other areas,
I frankly think we should explore that, but I don't think that we
ought-at least I'm not here saying that there ought not to be some
Federal standard or some Federal involvement, but I think it ought
to be balanced and it ought to go hand in hand with the States.

Mr. RAHALL. Thank you, Mr. Chairman.
Mr. PETRi. Mr. Baker, do you have any questions?
Mr. BAKER. Just a reminder, as Mr. DeLay said, this is a trust

fund paid for by users. It's a user fee. Aviation used also? Good.
I'd be for that. But the income tax you probably could -are is a
user fee also, but I would not because It s used for such things as
national defense and other non-geographic-specific.

But in the case of-and there was a vote earlier this year to redo
a formula made, I think, by someone from Pennsylvania that
helped New York and California and all these other States. Mr.
Horn and I voted against that because we didn't feel that our
porking out was going to help this particular program area.

But in this particular instance, it is a user fee paid by people
who are using roads, and there is no measurement to get it back
to their own area.

What the States are asking for is less delay time, allowed to
spend their own tax revenue on their own roads, on their own na-
tional highways.

I think wel hear later today from State officials who will regale
us in how long it takes to get clearance through DOT and clearance
through the EIR process in order that they build projects on the
national highway system, so it's not just "I want my money because
West Virginia is getting it all." There is also a big delay in cost in-
crease factor here by our running it through this mishmash of bu-
reaucracy.

So what the States are going to ask for is independence, taking
their user fees and spending it.

Lastly, I'd like to remind the audience and Mr. Rahall that in my
bay area we spend a half cent sales tax on our roads in BART, in
addition to the State taxes--which are very generous, let me assure
you. I participated in the raising, with Mr. Condit, in early 1990s,
late 1980s. We participated in raising the gas tax nine cents in
California. It started at five and went up to nine in order to build
roads.

So we have given at the office, thank you very much. We'd like
a little autonomy in spending some of that money that now comes
to the Federal Government and somehow gets lost.

We are a huge donor State and we have huge transportation
problems for the 31 million people that are using it.

Mr. CoNDrr. Mr. Baker would you yield?
Mr. BAKER. Mr. Conditf
Mr. CoNDrr. I'd like to underscore what Mr. Baker says. The

money is extremely important, obviously, to all of us and all of our
States, but flexibility and giving States more autonomy and flexi-
bility to get a better bang for the buck I think is equally as impor-
tant.
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Mr. RAHALL. Would the gentleman from California yield?
Mr. BAKER. I'd be happy to yield.
Mr. RAHALL. I agree you've given at the office, but you haven't

given as much as West Virginia has given at the office, because ac-
cording to the latest tax rates, California's State gasoline tax is
$0.18, and West Virginia's is $0.2523, so we've given more at the
office than you have.

Mr. BAKER. We're only at $0.18?
Mr. RAHALL. Yes. That's according to the latest 1994 highway

statistics.
Mr. BAKER. Then let me ask you how much of that $0.18-well,

that's a State tax. How much of the Federal tax do we get back
compared to West Virginia's? How much do they pay to the Federal
Government that they get back? We are a huge donor State.

Mr. RAHALL. I agree with that. The point I'm making is the local
effort and giving at the office, as you stated, thank you very much.

Mr. BAKER. We give State, and then we go out and raise local
taxes, including a half cent sales tax on everything that's pur-
chased in the bay area goes into transportation, so we really are
taxing ourselves.

What the State is as-ing is not just that we stick it to West Vir-
ginia, but we are allowed some flexibility in spending that money
more rapidly.

Let me give you an example. We had a depression caused by
some Defense cutbacks, by aerospace folding in southern Califor-
nia. We went through about a 4-year recession in California. That
affected construction. So in the BART area and in the area of high-
way programs, we went out to bid and were receivin bids at some-
thing like 35 percent off the engineers' estimates. ut those bids
were made on the presumption that we could get the work done in
our lifetime.

So the delays going through the Federal bureaucracy and going
through the duplicative EIR process, State and local, prevented us,
in many cases, from getting those good bids that we had gotten
during the recession.

So we're as interested in speeding up the process as we are in
getting our fair share.

National anthem, please.
Mr. PETRI. Mr. Cramer, do you have any questions?
Mr. CRAMER. I do not. Thank you, Mr. Chairman.
Mr. PETRI. All right. Mr. Horn?
Mr. HoRN. Thank you, Mr. Chairman. I'm glad to hear about the

delays going through the Federal bureaucracy. There are several
types I know in that variety.

Did your staff, in working on that formula, look at what a 90 per-
cent formula would do when we have to take into account the Mon-
tana's, the Wyoming's that have vast stretches of interstate that we
Californians drive over as much as any other State? And how do
we provide for those States such as Wyoming and Montana where
there are very few people paying gas taxes and there are vast
stretches of hundreds of miles tat we all need to keep main-
tained-bridges and all the rest?

Mr. DELAY. Mr. Horn, in our bill we make provision for those
States that have vast amounts of land and very little population so

A
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that they can compete for this money, and that is, as I mentioned
earlier in my remarks, the equity program that ensures that all
States receive at least a 95 percent return and that these States
are held harmless. They're not going to lose any monies that they
have already been getting.

Mr. HoRN. Well, I thank you, because I'm strongly for what you
are proposing, and I think, as Mr. Baker noted, the flexibility is the
key, and that applies not just to California and the large States,
it applies to every single State in the Union. We're losing money
because we're losing time.

When you have to go and have waivers granted on everything
that makes sense and nothing happens for months and months and
months, that's counterproductive to what we need to get the econ-
omy moving again and to get the infrastructure of this Nation mov-
ing again, which I thought we would do in 1993, but we haven't
really done much since all Presidents like to use it as a deficit bal-
ancer.

Mr. DELAY. If I may, it's a general philosophy, that ISTEA, as
well as it has been implemented, has a lot of problems. I was here
when it was first passed, and knew that we were going to have a
lot of problems with it. There are exceptions to this, but overall
you're sending money to States because they happen to be a State,
rather than sending monies to areas called States that have trans-
portation needs.

The dollar ought to follow the needs for transportation. The dol-
lar shouldn't follow just because you're a State you get "X" number
of dollars.

But, at the same time, when you're raising the funds within your
State, your taxpayers ought to be assured that their hard-earned
monies come back to that State for transportation needs.

Mr. HORN. Thank you.
Mr. PETRI. Ms. Danner?
Ms. DANNER. Thank you, Mr. Chairman.
Because I believe I see some of you referring to a chart that is

actually in Mark Sanford's comments, let me ask a question. I'm
looking at-is there a page number? No. "Comparison of Federal
highway trust fund receipts into the fund by State versus Federalaild11

According to this, my State of Missouri is getting back 78 percent
of what we are sending to the Federal Government.

If someone on staff is looking at that chart, will they tell me if,
where the States have no percentage behind them, am I to assume
that each of those States is getting in excess of 100 percent? Why
are there blanks there?_For example, I notice that West Virginia
has a blank behind it. Pennsylvania has a blank behind its return
ratio.

So my question is: where there are blanks, is this an indication
that they receive in excess of 100 percent?

For the benefit of those in the audience, I'm told that I will have
to raise this question with the representative when he testifies so
that I can ascertain from him from what source he secured this,
although it seems to me that if it says "Federal highway statistics"
and lists the table, I would think that would be adequate, but I will
inquire of the appropriate witness.
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Thank you, Mr. Chairman.
Mr. PETRl. Thank you.
Mr. Kim?
Mr. KiM. Thank you, Mr. Chairman.
I'd like to take this opportunity to recognize Mr. Dean Dunphy,

who is the Secretary of the California Transportation Department
and will testify here later today. He has done a tremendous job for
California.

I would like to have a little colloquy with Mr. DeLay. Not men-
tioning donor State, do you know the existing funding formula is
really unfair to States--to growing States such as California and
Texas? What I'm saying is that existing funding formula is very
complicated, because it involves a lot of economic factors population
growth and total highway mileage. All these complicated criteria
are combined together to come up with this formula.

I used to get in here myself. I can deal with the formula. I'd ask
them to explain it to me, and no one could explain it to me. It's
such a complicated formula.

Besides, what really bothers me is that they are using 1980 cen-
sus information. We have a 1990 census. Can you imagine that?
They're still using 1980 census information. No wonder California
and Texas are being ripped off by using this old formula.

We're talking about billions of dollars that have been unfairly
ripped off from those fast-growing States, and I intend to-Mr.
Chairman, I intend to introduce legislation to correct this totally
unfair funding formula. But I'm glad that you came up with this
idea of 95 percent, Mr. DeLay. I totally support the idea.

Mr. DELAY. Mr. Kim, I can save you a lot of time and staff time.
If you'll just co-sponsor my bill, I think we've taken care of it.

[Laughter.]
Mr. KiM. I think it's simpler that way than to try and come up

with another complicated formula.
Mr. DELAY. Okay.
Mr. KiM. I think it's a good idea.
Mr. Chairman, I appreciate that. I support the concept.
Mr. DELAY. Thank you, Mr. Kim.
Mr. Km. Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Mr. Mascara?
Mr. MASCARA. Thank you. Thank you, gentlemen.
I'd like a little equal time for Pennsylvania. I've heard about

California, Texas, and West Virginia.
As a former chairman of the Southwestern Pennsylvania Re-

gional Planning Commission for 15 years and a chairman of the
Plan Policy Committee that had the responsibility of implementing
ISTEA for the Pittsburgh region and the development of a plan for
the national highway system, my question is: your remarks, Mr.
Condit and Mr. DeLay, speak about flexibility that Step 21 has,
and I'm curious because the 1990 Clean Air Act and the companion
bill, the ISTEA of 1991, provided a lot of responsibility to both the
regional planning groups and the State Department of Transpor-
tation.
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If I recall the numbers, I think ISTEA generated somewhere
around $156 billion over its life, and to Pennsylvania that meant
$9 billion.

The State and the Regional Planning Commission decided to
spend 80 percent of that, or $7.2 billion, on maintenance. I see you
address maintenance, both of you, in your statements.

What changes in Step 21 as it refers to the maintenance part of
a new ISTEA? I bitterly complained about 80 percent going to
maintenance and only $1.8 billion going to new highway develop-
ment over 7 years. Does your bill do something else that permits
more flexibility than that?

I was outraged that the State would have that much authority
and not give more responsibility to local governments.

Mr. DELAY. Well, you may not appreciate the way Pennsylvania
DOT spent Pennsylvania's money, and I can sympathize with you.
We basically say that the State decides where the money goes.

Now, if they want to spend 80 percent on maintenance, then
that's a decision that they have to make.

I think our DOTs around the country have become so sophisti-
cated that they can spend the monies in the right ways for the
right programs, and they can move monies across programs.

Right now we have too many categories and too many Federal
mandates that require States to spend "X" number of dollars for
this particular program. We're saying the Federal Government will
maintain its standards, whether it be environmental standards or
so forth, but you have the flexibility to comply with those stand-
ards based upon what you think is the best way to do that.

Mr. MASCARA. But that's my point. It already exists. States al-
ready-and one of the staff people are shaking their heads no, but
I can tell you yes, that the current ISTEA provides flexibility for
the DOTs around the country to make the decision whether or not
they want to use the ISTEA money for maintenance rather than
new highway development.

I was just wondering, is there something different in this bill?
Mr. DELAY. I think it's very different, and I know how-I've been

dealing with transportation now, not in the way that you have, but
I've been involved in transportation my entire political career, and
I know that money is fungible and they can move monies around
and make it move around, but still there's the bottom line when
it comes to CMAQ, for instance. You've got to spend 10 percent of
your money on CMAQ.

Well, Philadelphia may want to spend 20 percent of its money on
CMAQ, and Abilene, Texas, may want to only spend 5 percent. Abi-
lene's kind of wide open. They may not need a bike trail. But you're
re uired to spend 10 percent.

We're saying we're giving even more flexibility than they pres-ently have.9r. MASCR. So if they want to spend more money on CMAQ,

congestion management funds, they could do that?
Mr. DELAY. Sure.
Mr. MASAm. I would support that. And I'm not trying to imply

that this doesn't need fixed. I think it does need fixed.
Mr. DELAY. Yes.
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Mr. MASCARA. And I would like to see something factored in for
economic development highways. I represent an area. We're build-
ing the Monfayette Expressway, which is a 68-mile highway that
costs somewhere around $1.8 billion. But the areas that I represent
along that highway are having serious problems. We rank-two of
the five counties I represent are the highest poverty in Pennsylva-
nia and probably across the country, that somehow we could factor
in these funds for areas that need help as it relates to economic
development highways.

Thank you,_gentlemen. Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Ms. Johnson, do you have any questions?
Ms. JOHNSON. No, Mr. Chairman.
Mr. PETRI. Ms. McCarthy?
MS. MCCARTHY. Not at this time, Mr. Chairman.
Mr. PETRI. I just had one. I wondered if-we're going to be hear-

ing from another panel that is taking a little more radical ap-
roach, probably inspired by the same problem, and that is a turn-
ack approach. I'd be interested in your ideas or reactions wheth-

er-obviously, this isn't your first choice. Would that be preferable
to the current program, or would you go even further, cut the Fed-
eral gas tax and get rid of the Federal program, except for the
interstate, and let the States raise the money and spend the money
in the old-fashioned way that they used to do years ago?

Mr. DELAY. Well, Mr. Chairman, you know me. We've served to-
gether for a very long time, and I never take the radical approach.

[Laughter.]
Mr. DELAY. This is a reasonable approach to what I think is a

problem that needs a solution.
I do believe that the Federal Government has a role to play and

it is in the Constitution for the Federal Government to play a role
in developing an interstate highway system and maintaining that
system, and now has an even more expanded role in developing an
international highway system.

I might just say I was corrected by my crack staff that the high-
est-priority corridor definition includes a number of the corridors
across the Nation.

But I think this Step 21 approach reflects my philosophy that the
States need to participate and be a partner in the interstate system
and the international system, but, frankly, I think the Federal Gov-
ernment needs to get out of the business of building farm roads
and streets and in some cases post offices with highway money.

Mr. CONDIT. Mr. Chairman, may I just reiterate that this is a
proposal that tries to put a balance between Federal responsibility
and the State responsibility, recognizing that we want to give
States more flexibility and more autonomy, but we do have a role.

There are some other proposals, and they may have some merit
to them, but, as Mr. DeLay has indicated, we've tried to strike a
balance.

There will be some changes, and we think this is the best pro-
posal if people want a balanced proposal that says there is some
Federal responsibility, but at the same time trying to give States
some autonomy and flexibility, which they deserve.

Mr. PETRI. Thank you both.

37-734 97-16
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Mr. Brewster, did you have any questions at all?
Mr. BREWSTER. No, Mr. Chairman.
Mr. PETRI. Gentlemen, you've been very generous with your time.
Mr. DELAY. Thank you.
Mr. PETRI. The second panel is made up another three of our col-

leagues: Mark Sanford, Bill Brewster, and Steve Largent. I don't
know if Mr. Sanford is here.

Gentlemen, have you figured out which order you'd like to be in?
Bill, do you want to start, or Steve?

TESTIMONY OF HON. MARSHALL "MARK" SANFORD, A REP-
RESENTATIVE IN CONGRESS FROM SOUTH CAROLINA; HON.
BILL K. BREWSTER, A REPRESENTATIVE IN CONGRESS
FROM OKLAHOMA; AND HON. STEVE LARGENT, A REP-
RESENTATIVE IN CONGRESS FROM OKIAHOMA
Mr. BREWSTER. Thank you, Mr. Chairman. I appreciate the op-

portunity to testify today on the reauthorization of ISTEA. I have
a written statement I'd like to request be submitted for the record.

Mr. Chairman, as you know, I will not be here next year for the
reauthorization of ISEA; however, as the issue of donor States is
so vitally important, I have sponsored legislation with Congress-
man Mark Sanford and Congressman Steve Largent to add fairness
back to the system of transportation funding to States.

The national highway system is in dire need of preservation and
repair. It is important to give all 50 States their fair share of the
highway trust fund.

Our legislation proposes to calculate a State's apportionment
from the trust fund based on the percentage of total contribution
to the trust fund.

The logic for this formula is very simple. The contributions from
the States are a collection of user fees and therefore indicate actual
and current usages of the roads.

This is a more equitable and honest way to approach highway
funding in the future. States receive back what they, the users of
those roads, have put into the trust fund.

The current system of the minimum allocation guarantees a 90
percent return on the dollar for each State. In all actuality, how-
ever, Oklahoma currently only receives $0.78 on each dollar put in
the fund.

By computing the allocation to States by the percentage that
State contributes to the trust fund, we guarantee 100 percent re-
turn for a State's investment for its highway system.

This is a simple solution to a complicated, confusing, and ex-
tremely unfair formula system.

Over $2.26 billion would be returned to the donor States under
our legislation. According to the Federal Highway Administration,
over 95,000 full-time jobs could be created in these donor States.
My State of Oklahoma, alone, would gain more than 2,500 much-
needed good-paying jobs.

In closing, Mr. Chairman, every State's infrastructure needs are
important. We're trying to determine the most equitable approach
to meeting the needs of everyone. Our bill, I think, proposes a fair
solution. f hope this committee takes ideas such as our bill into
consideration during the ISTEA reauthorization next year.
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Thank you for your time, Mr. Chairman.
Mr. PETRi. Thank you.
Mr. Sanford?
Mr. SANFORD. I would say thank you, as well, for allowing us to

testify before you and the rest of this committee.
I would say that we're probably here because we agree. I agree

with my colleague from West Virginia in that our Nation's infra-
structure problems are so significant that it needs to be addressed
at the national level.

Unlike some of the more radical approaches which you alluded
to, this bill does not dismantle highway funding and transportation
funding as a national priority.

The question is: how do we address those national infrastructure
needs? I think what we would all agree on is that we would, one,
want to do it in a way that anticipates future problems, not simply
a mechanism that looks backwards, but one that looku forwards,
and in so doing allows us to be proactive.

Two, I would think that we want to do it in a way that's fair.
I mean, if you really stop and think about it, if you think about,
for instance, the Boston Tea Party, in many of the children's books
that I read to my three infant sons, the one thing that they share
in common is this simple theme called "fairness." It wasn't just the
Boston Tea Party. It could be the Revolutionary War that was built
on the concept of fairness. In fact, the idea of democracy is built
on one man, one vote, the idea of fairness.

So I think that a lot of the, in essence, American traditions that
we enjoy are built on the concept of fairness.

What we have, unfortunately, right now with the funding for-
mula is a skewed process that is inequitable. As is suggested by
the chart to my left, you could go down the different numbers. For
instance, in South Carolina last year we got back $0.52 of every
dollar that was sent to Washington. In Virginia they got back
$0.73. In Tennessee they got back $0.81. You could go down a lot
of numbers that would suggest inequity.

On that same scale-again, this is represented in this chart to
my left-New York paid in around $900 million and got back
around $1.1 billion; Pennsylvania would have put in around $800
million and got back around $1 billion; Massachusetts would have
ut in around $370 million and got back around $800 million-
ardly equitable.
In fact, when you look at the next chart, what you'll see is that

inequity goes to just a few States. In fact, it goes to about 10 States
along the northeastern corridor.

So in fixing the formula, I think we have to go back to: one, how
do we do it in a way that's fair? Two, how do we do it in a way
that looks forward?

Our formula, as suggested by Congressman Brewster, simply ties
it to contributions.

It's interesting that Jack Fawcetts and Associates in the GAO re-
port tried to correlate highway needs to something, and what they
found, number one in terms of correlation, was interstate vehicle

miles traveled, which would be awfully difficult unless we had little
radar detectors or some kind of detector on top of cars, to follow.
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But what was number two was highway trust fund contributions,
with 90 percent correlation.

So one, there is good correlation; two, it seems fair. It does a
number of technical things which I won't go to. But most of all
what it does is it does avoid a future Boston Tea Party and it pre-
vents my three infant sons from insomnia because they will know
that fairness is alive and well in Washington.

Mr. PETRI. Mr. Largent?
Mr. LARGENT. Thank you', Mr. Chairman and members of the

subcommittee. I'd like to submit my entire testimony and briefly go
over that.

Thank you for granting me the opportunity to offer my thoughts
and perspective on what changes I think need to be made to the
current Federal funding distribution formula in next year's ISTEA
reauthorization.

My colleague, Mr. Sanford, has given a thorough overview of our
bill, H.R. 3195, the Highway Trust Fund Fairness Act, and I will
summarize my prepared testimony that I've submitted for the
record.

It is apparent that the present ISTEA Federal distribution for-
mula is of concern to a great many Members of Congress. I became
interested and involved with this issue after learning that Okla-
homa has historically contributed millions of dollars more to the
Federal highway trust fund than It has received in return since its
inception in 1956.

In fact, according to the Oklahoma Department of Transpor-
tation, over the course of the last 40 years Oklahoma has contrib-
uted close to $2 billion more to the Federal highway trust fund
than it has gotten back.

This funding inequity is not just an Oklahoma-specific problem.
According to the Federal Highway Administration in 1 year, fiscal
year 1994, 29 States contributed approximately 2.7 billion more
than they will receive in apportionments in fiscal year 1996.

Some proponents of the current Federal funding distribution sys-
tem advocate that this is a small price for donor States to pay for
people to enjoy the benefits of interstate commerce and travel con-
veniently around this country.

I would submit that my State of Oklahoma has some real press-
ing transportation infrastructure needs of its own, and the nearly
$61 million that were redistributed to other States in fiscal year
1996 could help address some of those needs.

Obviously, coming from a donor State I am somewhat biased
against the current ISTEA funding system; however, in my submit-
ted testimony I cite a November, 1995, GAO report which con-
cludes that the present Federal highway funding formula is obso-
lete and overly complex.

Mr. Chairman, for the sake of saving time, I will briefly summa-
rize the intent of the Sanford-Brewster-Largent bill. It's relatively
simple and straightforward.

States shall receive the same amount of funding from the Fed-
eral highway. trust fund that they contribute into it.

I think this common-sense approach appeals to a great many
Members of Congress. Currently, H.R. 3195 already has 52 spon-
sors. Although H.R. 3195 does not make any reforms to the Federal
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mass transit account, I would briefly like to touch upon this sub-
account of the Federal highway trust fund.

For every fiscal year 1994 dollar Oklahoma contributed to the
Federal mass transit account, it received only $0.33 in return. Con-
trast that with the District of Columbia, which collected $18.42 for
every dollar it contributed.

I will concede that Oklahoma does not have metropolitan areas
the size of Washington, D.C.; however, my District in Tulsa does
have traffic congestion problems, and during the summer months
Tulsa comes perilously close to reaching non-attainment air quality
status under the Clean Air Act.

I hope that you would agree that this distribution disparity is in-
equitable and needs to be corrected during the reauthorization of
ISTEA next year.

In closing, I realize that under H.R. 3195 the States that have
been historically recipient States under the current Federal fund-
ing formula willsacrifice some Federal transportation dollars; how-
ever, I believe that this issue basically comes down to fairness and
equity.

For 40 years Oklahoma motorists have subsidized other parts of
the country's transportation needs. The 104th Congress has
pledged to change the status quo and it is my hope that next year
during the 105th session this committee will continue its reform-
oriented agenda and develop an ISTEA reauthorization bill that
provides equity and fairness for all States.

Thank you, Mr. Chairman.
Mr. PETaI. Thank you. I think you may have been a little gener-

ous to the District ofColumbia. We had to pass a bill last year be-
cause they had no money for their matching at all, but that was
for highways.

Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
Let me say to the panel that I certainly understand where you're

coming from and your desire to seek a greater share of Federal
highway funding. After all, both your States are among the lowest
of the 50 in State effort in the State gasoline taxes. So, while I
don't endorse your proposal, I certainly understand and respect
where you are coming from.

But to get to the bottom line, and especially in regard to your
opening statement, Mark, about agreeing with the national effort
needed in building our highway system, your proposal, though, by
modifying the minimum allocation from 90 percent to 100 percent
and the 90 percent of payments adjustment to 100 percent, you're
basically saying that each State receive back 100 percent of its con-
tributions into the highway trust fund plus a share of interest.

So, in other words, I see this proposal as very similar to the so-
called "turn-back" approach, and I have trouble seeing how there
would be a Federal program left after each State receives back 100
percent. Where is then the national interest and the national struc-
ture left to maintain a national interstate system?

Mr. BREWSTER. Let me address that, Mr. Chairman. This Nation
is nothing but a collection of States. We talk about a national inter-
est. Yes, we have a national interest, but it's what's in the best in-
terest of those States, as well.
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As you know, there is more money allocated out of the TrustFund than is going into the Fund. Oklahoma may be getting backsomewhere close to 90 percent of the part total dollars we put inthis year, but we're getting back 78 percent of the total percentage
Oklahoma contributes to the Fund.

But this Nation-we talk about a national interest. Yes, we havea national interest, but we are a collection of States, and the
States' interests should certainly have an overriding factor.I keep thinking, Mr. Rahall, that one of these days you all aregoing to have everything paved in West Virginia and you won't
needso much over there.(Laughe.Mr. R .Well, it would cost us a little more than it does in

a State like you, too. Do you want to compare mile-per-mile what
it costs to build?

Mr. SANORD. Two thoughts. One is that, as you know, this billwould do much less damage in terms of specific damage to a par-ticular State, to your State than, for instance, Step 21. Leaving
specific States aside, I think you'd have to go to the overall ques-tion which has to be asked, which is: national interest relative to
what?

I think, in answering that question, we'd have to look at that
chart.

Right now all donor State monies from all States that contribute
goes, in essence, not, in fact, to West Virginia, but to about tenStates in the northeast. What is in the national interest in funding
ten States in the northeast when, in fact, demographic change isoccurring throughout the Sun Belt, throughout California, and
throughout the southeast.

Mr. LARGENT. I would just add that I understand that in Wash-ington it's still a pretty relatively radical idea to think that wecould give the taxpayers back their own money to be spent onroads in their own State, and yet I would still submit that that is
the right direction.

I also would submit that I would say that our Federal highway
system, itself, is fairly well developed at this point-not totally, butfairly developed, and now we're looking at a matter of maintaining
those roads, which I think is fairly easy to conclude is not as ex-pensive as building a Federal highway system was 30 and 40 years
ago.

Mr. RAHALL. Well, if I have any time left, Mr. Chairman, I'd justfollow up on the last comment of Mr. Largent. While it's true theinterstates are fairly well complete and maintaining them is theproblem now, we also have the corridors of high priority that were
established in ISTEA---some 21 corridors, I believe, and an addi-tional seven corridors of national significance established under
NHS.

For example, the 1-69 project, which I questioned Mr. DeLay
about, is mostly unbuilt at this time. Those corridors still need to
be built.

The bottom line, I guess my concern with your proposal is I justcannot see how you still have a Federal responsibility or a Federal
national role when you have a 100 percent turn-back.

Thank you, Mr. Chairman.
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Mr. PETRI. Mr. Hutchinson, any questions?
Mr. HUTCHINSON. No.
Mr. PETRI. All right. Ms. Danner, do you have any?
Ms. DANNER. No, Mr. Chairman.
Mr. PETRI. All right. Mr. Baker?
Mr. BAKER. No questions, Mr. Chairman.
Mr. PETRI. Ms. Johnson?
Ms. JOHNSON. None.
Mr. PETRI. Mr. Kim?
Mr. KIM. Thank you, Mr. Chairman. I would like to express the

same opinion as our witness today.
Do you know that we used to put all the gas tax money into the

highway trust fund, but not any more. Now only about $0.10 out
of the $0.186 gas tax goes into highway trust fund. The remaining
goes out to some place else.

For example, I believe a penny goes into leaking underground
storage tank programs, $0.043 goes to some other social programs
under the name of "deficit reduction."

That's another problem we have. The money is not spent on
highways--fixing badly needed highways at all. Almost 40 percent
is being ripped off from the highway trust fund.

So we are trying to correct the situation, by putting the highway
trust fund off-budget. That was heavily opposed by the current Ad-
ministration.

I would like say I think it's an excellent idea. Instead of coming
back with a complicated formula that people can't understand, let's
use this 95 percent proposal Mr. DeLay mentioned a little while
ago. I think that's an excellent idea and that's the way it should
be.

The more money taken out from the highway trust fund, the
worse it is right now. All the highways have serious problems.
Even in California, according to AAA report, 50 percent of the
bridges are considered unsafe. We don't have enough money to fix
them.

Especially when a penny goes into mass transit system, a lot of
States like you don't have any mass transit. We've been subsidizing
this thing for so many years. I think it's about time we get our
share back.

Thank you for your excellent testimony.
Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Mr. Mascara?
Mr. MASCARA. Gentlemen, mine is more of a statement than a

question.
Oftentimes when we're seeking simplification, simplifying the

matter just doesn't simply guarantee equity. I understand where
you're coming from, but I would like to follow up on Congressman
Rahall's question about the States-having returned to the States
everything they paid in. How would that work? We're just a recep-
tacle for fuds that are being generated by Federal taxes in the
various States? Would someone explain to me how that works?

Mr. SANFOD. If I might, as you know, this particular bill does
not dismantle, for instance, the interstate highway program or any
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of the other programs. All it addresses is the equity adjustment ele-
ment of existing highway gas tax formula.

Right now, for instance, if I was to get in my car and drive to
Texas, passing through West Virginia on the way there, if I
stopped at a gas station and bought gas, those monies would go to
West Virginia. Therefore, in fact, I think this helps the problem
that you're concerned about, which is any new interstates that
might be built will probably be going in areas where there is need,
and the area that is, again, most highly correlated to need is high-
way trust fund contributions.

I think this actually helps us to build the kind of roads that you
are concerned about.

Mr. MASCARA. Steve, did you want to take a shot?
Mr. LARGENT. Yes. All I would add to that, Frank, is that the bill

that we've introduced doesn't affect the policy of the ISTEA. What
it does affect is the funding formula.

Mr. MASCARA. Thank you, Mr. Chairman.
Mr. PETRL Mr. Franks, any questions?
Mr. FRANKS. Mr. Chairman, thank you. I congratulate my col-

leagues on some excellent testimony, but I want to try, as a rep-
resentative from admittedly one of the donee States, to put this
issue in a somewhat different perspective.

I think it's dangerous to isolate just transportation aid when we
talk about investments made from State taxpayers to the Federal
Government. I would point out that on a dollar-for-dollar basis of
return, of the Federal taxes paid, New Jersey ranks 49th in the en-
tire Nation. New Jersey is a donor State in the aggregate to the
Federal Government by the tune of some $18 billion annually.

I would also point out that our State is a naturally-situated cor-
ridor State on the east coast, and it's also the most densely-popu-
lated State in the entire Nation.

The intense uses of its highways, its bridges, and mass transit
require substantial sums to maintain.

astly, I would indicate that the State taxpayers in New Jersey
have made a very conscious decision to invest their own State dol-
lars in their transportation system. We are first in the entire Na-
tion when it comes to investments in our own State transportation
system.

So I would only indicate that, as we talk about making these
changes, Mr. Chairman, we do, indeed, need to recognize the
unique situation that is faced by a variety of States.

Thank you.
Mr. LARGENT. I would just make one comment, since Mr. Franks

and I both serve on the Budget Committee, that I think that's a
totally legitimate argument about four months ago, until the trans-
portation fund became an off-budget item so that you isolated the

budget and we didn't. So at that point I think that we can isolate
this situation in the call for equity within this off-budget item
today.

Mr. MASCARA. Would the gentleman yield?
Mr. FRANKS. Sure.
Mr. MASCARA. I'm curious. Te House passed H.R. 842. That

bill-it's not off budget.
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Mr. LARGENT. But in our discussions within the context of the
House of Representatives, we have voted on that particular issue.

Mr. MAscAA. But that's not law.
Mr. LARGENT. No. You're correct.
Mr. MAScAA. Okay. Yes.
Mr. PETRI. I just wonder if you might care to comment, in clos-

ing, on the proposal that Mr. DeLay and Mr. Condit have been ad-
vancing called "Step 21." Do you have any views or reactions on
that particular proposal, Mr. Brewster?

Mr. BREWSTER. Mr. Chairman, I certainly would. I see any
change to help the donor States get back a part of the user fees
paid in by those States to be positive, whether it's our approach,
or whether it's Mr. DeLay's and Mr. Condit's.

You can look at the chart that we have here and see where many
of our States are collecting larger amounts of money-much larger
amounts of money for the systems that are being utilized in those
States.

Take your State of Wisconsin, Mr. Chairman. You're paying in
2.01 percent of the total payments, yet you're only getting appor-
tioned out 1.77. So you're losing $41 million that I'm sure is sorely
needed for interstates, for all kinds of roads in your State.

Driving up and down the interstates in Oklahoma and Texas and
many of the States that I am in, our interstates are getting in bad
shape. You have bridges that need paint, that are rusting. You
have many, many problems, and our States are not receiving the
amount back that users in those States are paying. I don't care
where they are from. If they are driving through Pennsylvania,
they buy fuel in Pennsylvania, Pennsylvania should get the money.

This is a user fee system, and whether it be Mr. Condit's, Mr.
DeLay's, or any other system that helps solve the problem, I think
that I'm certainly for it.

Mr. LARGENT. Yes. I would echo those sentiments and just say
that if you view the Condit-DeLay bill as being a bill that not only
tampers with the funding formula, but also changes the policy side,
and then you view the other extreme as being the Kasich and Sen-
ator Mack bill that abolishes the funding formula and all policy,
that ours could be viewed as sort of the modest middle ground
where we tamper with the funding mechanism but not the policy
side.

Mr. PETRI. All right. Thank you, gentlemen. If there are no fur-
ther questions, we appreciate your coming very much.

Mr. LARGENT. Thank you.
Mr. PETRI. The third panel is our colleague Tim Hutchinson.

TESTIMONY OF HON. TIM HUTCHINSON, A REPRESENTATIVE
IN CONGRESS FROM ARKANSAS

Mr. HUTCHINSON. Thank you, Mr. Chairman.
Before I begin, I want to compliment and associate myself with

the testimony of my colleagues on the previous panel. I think they
have been diligent leaders in their fight for reform of the minimum
allocation formula, and I'm very proud to be a co-sponsor of their
legislation.

Mr. Chairman, this hearing today tackles one of the most con-
troversial aspects of the Intermodal Surface Transportation Effi-
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ciency Act, devising a method that distributes transportation funds
in an fair and equitable manner, and that's no easy task. However,
it is a very crucial task.

I've heard the funding formula referred to as the heart of the
ISTEA legislation, and I think that's a very accurate description.

As a member of the committee, and particularly this subcommit-
tee, I have an appreciation for the overriding national interests
that we must take into consideration as we draft this legislation.
In these times of shrinking Federal resources, we must work to en-
sure that we make the best possible use of our Federal dollars.
However, we must not push aside issues of fundamental fairness
in the process.

My own State of Arkansas is currently a donor State. As such,
we have received an annual average of $34.3 million in minimum
allocation funding under ISTEA. If the formula were at least 100
percent, Arkansas would have received an annual average of 38.1
million, or approximately $23 million more over the 6-year period
of ISTEA.

If the mass transit account is included in the 100 percent mini-
mum allocation calculation, Arkansas would receive even more
funds.

My State contributes about $23 million annually to the MTA and
receives approximately $6 million in return. This will result in a
total negative return for Arkansas of over $100 million to the tran-
sit systems of our State during the 6-year period of ISTEA.

The transportation needs of the State of Arkansas are no less
compelling than those of other States. We have tremendous infra-
structure needs. Compounding our infrastructure problem is the
fact that we are a relatively poor State, as well as a fast-growing
State. We simply do not have the State money available to meet
the needs of our increasing population.

It becomes more critical then that we at least receive back the
full Federal contribution, which is collected from the citizens of the
State of Arkansas.

To give you an example of the needs that we face, northwest Ar-
kansas, the area that I currently have the privilege to represent-
I hope some day to represent the whole State, but currently north-
west Arkansas--is one of the largest metropolitan areas in the
country without an interstate highway. It's the eighth-fastest-grow-
ing region in the Nation, and yet has no interstate system.

Yet, as many of my committee colleagues know-many of you
have visited my District-despite this lack of infrastructure, sev-
eral nationally-recognized trucking companies have chosen to head-
quarter in my District.

According to estimates by the Arkansas Highway Department
and the Arkansas Motor Carriers' Association, approximately
15,000 to 20,000 trucks travel on the interstate highways in Arkan-
sas every day, and once NAFTA is fully implemented, the State of
Arkansas expects to see an even higher percentage of trucks on the
road.

The 1-30/1-40 corridor stretching from Texarkana, Texas, through
Little Rock to Memphis, Tennessee, will be a major shipping cor-
ridor between Mexico and the eastern United States.
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The construction and maintenance of an adequate interstate sys-
tem is essential to our ability to be a full partner in the NAFTA
agreement.

Mr. Chairman-and I'll be brief-I just want to return in closing
to the simple argument of fairness. Arkansas has one of the lowest
per capita incomes in the Nation. I think we're 48th or 49th in the
Nation. I think it is obviously unfair for the people of Arkansas--
a rural State, a poor State, heavily dependent upon highways-
travel more miles to get to work than most of our more urbanized
States in the Nation. It is simply unfair to ask them to subsidize
the transportation systems of areas in the country where, in many
cases, the per capita income will be as much as twice that of the
State of Arkansas.

We're supposed to have in this country a progressive income tax
system, and the logic behind the progressive income tax is that
those who earn more will pay more than those who are poor.

Unfortunately, when it comes to our transportation funding for-
mula, it is often just the opposite. Some of our lowest income citi-
zens are footing the bill for the regions of the Nation with the high-
est incomes.

I think it's impossible to justify the current funding formula in
the ISTEA bill. We must ensure a more equitable distribution of
funds in the next reauthorization, and I look forward to working
with the members of the committee toward that goal.

Thank you, Mr. Chairman.
Mr. PETRI. Thank you for your excellent statement.
Are there any questions?
Mr. RAHALL. Mr. Chairman, just quickly, I appreciate our col-

league's testimony this morning, but I'm not sure I understand
completely your bottom line, which is that Arkansas, with one of
the lowest per capita income States in the Nation, is subsidizing
the transportation needs of other States.

The figures I'm looking at, the official figures from FHWA, show
that traditionally Arkansas has been getting back dollar for dollar
its gas taxes into the highway trust fund, and most recently under
ISTEA they've been getting back $1.34 for every dollar.

Mr. HUTcHINSON. Mr. Rahall, I'm not sure where you are getting
your figures.

Mr. RAHALL. I'm getting it from the 1994 highway stats put out
by the FHWA.

Mr. HUTCHINSON. The figures that I quoted in my testimony
were cited as of yesterday from the Arkansas Highway and Trans-
portation Department, and I have figures in front of me showing
quite to the contrary of the figures you're using that our traditional
return is far, far less than what we pay in.

For years I have heard Congressman Hammerschmidt, my prede-
cessor, return to the State of Arkansas decrying the situation of Ar-
kansas as a poor State being a donor State.

All the evidence that I've been able to gather indicates that that
is, in fact, the case.

I certainly could not legitimately make the arguments I do today
about the inequity of the current distribution and allocation system
if we were, in fact, getting back dollar for dollar. We're not. We his-
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torically have not. I would have few complaints if we were getting
back at least what we paid in, but we don t.

Mr. RAHALL. I guess the bottom line is you're relying on your
State's perspective--Mr. HUTCHINSON. No.

Mr. RAHALL. -on your State's figures, on your State's interpreta-
tion, on your State's angle on these stats, and I'm relying on the
national Federal book, and I guess that's probably where the dif-
ference lies.

Mr. HUTCHINSON. No. I don't think that's exactly where the dif-
ference lies. I think that you can do a lot of things with figures and
statistics, and I certainly don't accept that we're getting a dollar for
dollar, and I don't think that those who objectively look at what Ar-
kansas receives would come to that conclusion.

Mr. PETRI. Well, we'll have to see what the next chapter is to
that.

Mr. Brewster?
Mr. BREWSTER. If I could ask the gentleman a couple of questions

here, according to my figures I think that you and Mr. Rahall are
talking about different kind of trees--one of them an apple and
maybe the other an orange.

Arkansas pays in 1.39 percent of the total payments. Arkansas
got out 1.08 percent of the payments. The apportionment back was
.31 percent less than Arkansas paid in.
The total apportionments coming out are greater than the total

sum going in right now, so Arkansas may have actually gotten
more dollars than it paid in last year, but it didn't get its percent-
age of the total, and that's the problem all the way through what
we're talking about.

Arkansas, had it gotten the proper percentage, would have re-
ceived $52,763 000 additional. That's the figures I have. I hope
they correspond with the ones you have.

One other question. It would appear to me that the States that
are benefitting largely as recipient States, with maybe the excep-
tion of West Virginia, have large metropolitan areas, such as New
York City, such as Boston, Philadelphia. Many of the people in
those communities, from what I've seen, don't even haLve auto-
mobiles and are contributing nothing into a user fee-type basis.

I notice you don't have a lot of metropolitan areas in the State
of Arkansas, nor do we have many in Oklahoma.

I was curious if your feelings were that the large metropolitan
areas like that are skewing the figures to give those States heater
amounts of dollars than the user fees going in from those States.

Mr. HUTCHINSON. I think your point is exactly right, and I thank
ou also, for clarification on the discrepancy between what Mr. Ra-

was quoting and what I was saying.
You're emphasizing exactly the pot I'm making. Arkansas is a

poor State and we are a rural State. We pay a relatively high
amount in fuel taxes, and I think if you look nationally at what Ar-
kansas is paying in fuel taxes, what they voted on themselves to
pay on the State, as well as the Federal, that they are making a
big sacrifice in what they are paying on those fuel taxes. They trav-
el a lot of miles to get to work because of the rural nature of the
State. They have virtually no mass transit. There is no mass tran-
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connect communities, but as far as traditionally the mass transit
there is none.

So we are paying, in effect, to help those heavily-urbanized
areas, and those heavily-urbanized areas of the northeast have a
much higher per capita income than does the State of Arkansas.

On the surface of that, it seems to be impossible to justify that
kind of a situation.

Mr. BREWSTER. But on a user fee-type basis, what is bought in
that State and is taxed in that State should be returned to that
State? Is that your feeling?

Mr. HUTCHINSON. That is my feeling.
Mr. BREWSTER. Thank you.
Mr. PETRI. Are there other questions?
[No response.]
Mr. PETRI. If not, we thank you very much.
Mr. HUTCHINSON. Thank you, Mr. Chairman. I appreciate the op-

portunity.
Mr. PETRI. Thank you for your excellent testimony.
The fourth panel is made up of three of our colleagues on the

committee from the State of Florida. I see Representative Tillie
Fowler here. I don't see Mr. Mica or Ms. Brown, but if they do have
statements, they will be included in the record.

Representative Fowler, if you would like to proceed, you are in-
vited to do so.

TESTIMONY OF HON. JOHN L. MICA, A REPRESENTATIVE IN
CONGRESS FROM FLORIDA; HON. TILLIE FOWLER, A REP-
RESENTATIVE IN CONGRESS FROM FLORIDA AND HON.
CORRINE BROWN, A REPRESENTATIVE IN CONGRESS FROM
FLORIDA
Mrs. FOWLER. Thank you, Mr. Chairman. I think they are on the

way, but in order to keep your hearing moving I'll go ahead and
begin, and hopefully they will join me in a minute.

I'm. pleased to be here today to discuss with you this issue of
funding formulas.

As you know, my assignment to this committee started with this
curreiit Congress, and one of the first things that I discussed with
the chairman of the subcommittee was the need to address the
funding formulas under ISTEA.

As a representative of a donor State, I'm acutely aware of the
shortfalls experienced in my State due to the current funding for-
mulas.

-Florida has received a mere $0.73 for every dollar sent to the
highway trust fund since 1994. This shortfall of $0.27 is devastat-
ing to the transportation infrastructure and needs of my State. Its
impact is best illustrated in comparison with other States.

%though Florida ranks third among the States in population
growth, third in terms of vehicles, third in terms of vehicle miles
traveled, and fourth in terms of population, the State ranks a dis-
mal 47th in terms of receipts from the highway trust fund.

Not only would a shortfall of this size hurt any State, but it's
particularly devastating to Florida for two reasons.
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First, as was noted, Florida is a growth State, ranked third na-
tionwide for population growth since 1990. Increased population
means Increased transportation needs. We simply cannot continue
to send revenues generated within the State to other States when
our own needs are so apparent and growing daily.

Second, Florida is host on a daily basis to millions of tourists.
Now, we welcome those tourists, but we are responsible for provid-
ing transportation infrastructure for these visitors, yet cannot re-
tain control over the user fees or taxes collected from these visitors.

Mr. Chairman, the current funding formulas have to be changed.
If Florida were the only State so disparately treated, then maybe
this would be a futile issue for my colleagues and I to pursue but
application of the current formula results in almost half o? the
States being donor States.

While most of us may agree in the need for maintaining an inter-
state highway system, a formula that leaves half of the States atsuch a significant disadvantage simply must be changed.

I look forward to working with the chairman and the subcommit-
tee in addressing this shortfall and providing a more equitable dis-
tribution of these precious Federal highway dollars.

Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Representative Brown?
Ms. BROWN. Thank you. Thank you, Mr. Chairman and Con-

gressman Rahall, for holding today's hearings. This is an important
issue that deserves serious consideration.

I have with me the statement from Governor-LawtonChiles,-_who_ ..............
was scheduled to be here today but could not make it, and I want
to submit that for the record.

I also want to acknowledge the fact that Congressman Charlie
Bennett first started trying to get some fair equity in the formula
for Florida.

I won't repeat everything Congresswoman Fowler stated, but I
just want to say something about the highway formula.

Florida has received $0.80 for every dollar sent to Washington
since 1956. In fiscal year 1994, the amount dropped to $0.73. At
the same time, smaller, less-populated States are receiving $1.50
on every dollar or two dollars. Does that make any sense? It cer-
tainly doesn't make any sense to the Floridians that I represent.

Florida has enormous transportation needs because of the grow-
ing population and the economy. My constituents want their tax
dollars to be used to meet our transportation needs so that Florida
can continue to be the most attractive place to live and visit in
America.

I am looking forward to working with my colleagues on this sub-
comnttee and in the House to address this serious, serious prob-
lem.

Thank you. I want to submit my entire statement for the record.
I do want to mention one other thing. This is a very bipartisan

issue for Florida, and our entire delegation supports changes in the
formula, including both of our Senators.

Mr. PETRI. Thank you both. Our colleague, Mr. Mica's, statement
will be included in the record.

Are there any questions?
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[No response.]
Mr. PETRI. Florida is especially penalized because it's fast-grow-

ing, and the way the figures are collected, you're always a little be-
hind the curve.

Mrs. FOWLER. Exactly, Mr. Chairman.
Mr. PETRI. Mr. Brewster?
Mr. BREWSTER. Just one quick question. According to the figures

I have-I was kind of curious if they correlated with yours-Florida
paid in 5.02 percent in 1994 and received out 3.84 percent. In other
words, Florida, had it got equity on the money out for money paid
in, would have received $201,441,000 additional dollars and would
have had an increase in jobs of 8,481.

I was kind of curious if that kind of tracks your numbers.
Mrs. FOWLER. That tracks with what we are hearing too, Mr.

Brewster, and that's a deep concern to us because we could have
done a lot with that money to continue to improve our infrastruc-
ture.

Mr. BREWSTER. Thank you.
Mr. RAHALL. Would the gentleman from Oklahoma yield?
Mr. BREWSTER. Yes, sir. I'd be glad to.
Mr. RAHALL. Could I just see that chart you've been referring to

all morning?
[Laughter.]
Mr. BREWSTER. Yes, sir. I'd be glad to give you a copy of it if I

can get it back.
Mr. RAHALL. Who made it up?

Mr. RAHALL. Is this something you coo ed up on your home com-
puter?

Mr. BREWSTER. I don't know how to operate a computer.
[Laughter.]
Mr. RAHALL. Where is the official "by-line"?
Mr. BREWSTER. The chart is Table S94-9 and 10 from the Fed-

eral Highway Administration.
Mr. RAHALL. Thank you.
Mr. PETRI. Mr. Mascara?
Mr. MASCARA. Thank you, Mr. Chairman.
States have to generate sufficient revenues to draw down Federal

funds, and I'm just wondering, not only for the two or three of you,
but those who preceded you, is the State effort there to generate
sufficient revenues, gasoline taxes, to draw down Federal funds?

In prior years, has the State of Florida, for instance, or any other
State, been unable to draw down Federal funds because the State
effort wasn't there to generate sufficient revenues?

Ms. BROWN. I can address that issue because I served in the
Florida House of Representatives for 10 years, and on the Trans-
portation Committee, and I may stand to be corrected, but Florida
puts in more than any other State as far as addressing their trans-
portation needs, and we're penalized once our money gets to Wash-
ington.

Mr. MASCAA. I appreciate that, and I appreciate that all of you
donor States have a problem, and you should be here doing what
you're doing. My question is: is Pennsylvania, where I come from,
or Florida or any other State-what kind of a levy currently do you
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have in Florida? And is that levy sufficient enough to draw down
Federal funds from the ISTEA fund? That's the question. Are you
leavng some money down here in D.C. that you shouldn't be leav-
ing here because there is insufficient effort on the part of Florida,
Pennsylvania, Oklahoma?

Ms. BROWN. The answer is no, emphatically no.
Mrs. FOWLER. Not in Florida. I can't speak for other States, butin Florida we are collecting more than our fair share, I think, on

that, and yet receiving very little back. In our own community wehave a great example. We have a bridge that's on the interstate
system. 1-95 goes right over it. We paid or it 100 percent. The Fed-
eral Government didn't pay a penny. We're getting ready to replace
it, and about 80 percent of it is going to be paid for again by the
State of Florida funds instead of the Federal Government, and it's
due to the fact we're collecting the money to pay more than our fair
share, but we'd like to start getting our fair share back.

Mr. MASCARA. I understand you can't answer for the State Legis-
lature in Florida or-none of the Members of Congress can answer
for the members of their State Legislatures, but I'm just wonder-
ing-in Kasich's bill he's talking about taking some Federal gastaxes off and returning those to the respective States.

I wonder how many legislatures throughout the country would
possess the visceral organs to levy a tax on their drivers in their
respective States if that bill were to pass somehow.

Ms. BROWN. Let me say that Florida has already passed a bill
waiting on-if the Federal Government take away that gas tax, it
will go into play right away, so it would be no lax time. Florida is
Mr. MASCARA. Good for Florida.

Mr. MICA. Could I respond, Mr. Chairman?
Mr. PETRI. Yes. You're recognized to make your statement, if you

wish to.
Mr. MICA. I'll just make my statement as part of the record and

submit it, if I may, having the privilege of serving on this commit-
tee and subcommittee.

I just want to respond to Mr. Mascara and tell you about our sit-
uation. You asked about monies left in other locales. I'm sure their
testimony-my colleagues' testimony told you that in Florida for
every dollar we pay in gas tax we get back, in the last 3 years, be-
tween $0.73 and $0.80 on a dollar.

Is there money left other places? Well, Washington, D.C., right
here, we put in about $3.50 for every dollar they send in.

So there is a great deal of inequity.
I'm a former member of State Legilature. My colleague, Corrine

Brown, talked about what they're doing. Ms. Fowler talked about
what they are doing. Let me tell you about the situation there.

We got $1 million for an interchange on the interstate which we
have no bypass around Orlando. You can go to almost any other
major city-I'll take you to Pennsylvania and New York and West
Virginia-and we have no bypass, Federal bypass.
We have .an interstate which was built in the 1950s through

central Florida. It goes right through the center. Not only did the
State contribute money, but the locals who are paying this gasoline
tax funded an almost $1 billion in bonded indebtedness and get the
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great opportunity to pay twice in toll booths that are on over 50
miles of a bypass which still isn't completed.

So we get the privilege of sending the money here, getting a 20
percent shortchange at very best, and then the opportunity to build
toll roads for a bypass to an interstate which we pay tolls again.

So we're addressing our problems. We're trying to do it on our
own. We're just asking for a little help from our friends in Waiih-
ington and a little bit more equitable distribution.

Mr. MAScARA. Well, I agree with most of what you said. I'm just
having the problem reconciling what we do as it relates to this
country having a national interest in the interstate program.

I'm old enough to remember the Eisenhower Federal Highway
Act, and most of that system has been built. I understand that we
need to maintain that system. I understand that. But what I'm
hearing is that we have 29 States that are donor States, and most
of you are here making a pitch for equity, and I agree with that.

I'm just looking for some help from those people who have served
on this committee for a long time. Are most of you saying then we
should disband the ISTEA and let the States decide how much they
should levy, and then just forget about the national highway sys-
tem and the national interest that we have in that system?

I don't look to you for an answer. I'm just saying someone needs
to answer that.

Ms. BROWN. Well, I want to try to answer it.
Mr. MASCARA. Everybody's saying-before you got here, Con-

gressman, people were saying they want 100 percent back. So why
should we collect 100 percent of the taxes and return them to the
respective States to guarantee equity? I mean, how do we reconcile
that? Let you collect and we'll go out of business.

Ms. BROWN. What I'm saying is we realize that there is a na-
tional interest, but most of the national highway is complete. We're
not asking for 100 percent back, but clearly you've got to see that
we-I mean, we are prepared to give, but let me look at it this way.
We're prepared to give blood, but not the whole organ, and that's
what's happening.

Mr. MASCARA. There is a bill-and I forget whether it was
Largent and Sanford-that they want 100 percent of their money
back. Someone has to explain to me how we continue to operate
here in D.C. as far as a national highway system is concerned. If
everybody is going to get their money back, let them levy their own
taxes and save some money by us collecting that and returning it.
That's the only thing I'm-no one has answered that question.

Mr. PETRI. Mr. Brewster?
Mr. BREWSTER. Along with Mr. Mascara's question, Ms. Brown,

I would like to ask: how is it in the national interest for Florida
to pay in $736 million and only get back $652 million, when Massa-
chusetts pays in $259 million and gets back $1,000,139,000? How
is that in the national interest?

We talk about national interest. I don't understand how it's in
the national interest for Massachusetts to get back 6.70 percent
and only pay in 1.77, when Florida pays in 5.02 and only gets back
3.84.
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Maybe I'm missing something. We out in Oklahoma are kind of
slow, but I don't understand how that is in the national interest,
either.

Mr. MASCARA. That wasn't my question. I understand the prob-
lem of equity, and I think this Congress should solve that problem.
My question is: how do we return 100 percent of the taxes collected
by the Federal Government to the respective States and continue
to operate a Federal program. Someone has to tell me this.

Mr. BREWSTER. If I could answer a little of that for Ms. Brown,
we're talking about allocating out the percentage that you paid in.
Whatever is allocated out-if Florida pays in 5.02 percent and the
apportionment out is $17 billion, Florida ought to get 5.02 percent
of that $17 billion. And I don't see how that is not in the national
interest.

We're not saying that the apportionment has to be a certain
amount, but the percentage allocated out-if Florida's users of
their highways pay an 'X" number of dollars, 'X" percentage of the
total, my goodness, why wouldn't it be in the national interest for
them to receive that percentage?

And, Ms. Brown, I hope I didn't infringe on your answer.
Ms. BROWN. I want to thank you for that comment, but there are

other things we can do also. For example, more flexibility in the
program, giving the State and local more authority to use the
money. We can block grant it and take away some of the regula-
tions and have a system that will work and be a win/win for every-
one.

Mr. PETRI. Mr. Mica?
Mr. MICA. Well, I think that if you don't address this problem

and there is inequity, I think you're going to face a rebellion, and
some of the proposals that have been brought up as far as even
abolishing the Federal gas tax are looking very attractive in giving
the State the option to pick that up. Then we don't have the carry-
ing charge in Washington, D.C., which, for a State like Florida, the
carrying charge is getting awfully heavy.

And the inequity is building. When you have 29 States that are
on the short end of the receiving stick, I think that next year you're
going to see some changes. And if it isn't in ISTEA, it will be in
the way that the tax is applied.

Mr. PETRI. All right. Any other questions?
[No response.]
Mr. PETRI. If not, we'd like to thank you very much for your-
Ms. BROWN. Thank you. I would like to submit the governor's

statement.
Mr. PETRL Yes. It will be made a part of the record.
Mrs. FOWLER. Thank you, Mr. Chairman.
Mr. PETRI. Our fifth panel is made up of a number of distin-

guished representatives from the State of Indiana, led by The Hon-
orable Lee Hamilton, and also consisting of Steve Buyer and John
Hostettler, accompanied by Dennis Faulkenberg, the deputy com-
missioner and chief financial officer of the Indiana Department of
Transportation.

Mr. Hamilton?
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TESTIMONY OF HON. STEVE BUYER, A REPRESENTATIVE IN
CONGRESS FROM INDIANA.- HON. LEE HAMILTON, A REP-
RESENTATWE IN CONGRESS FROM INDIANA AND HON.
JOHN HOSTETTLER, A REPRESENTATIVE IN CON(-RESS
FROM INDIANA, ACCOMPANIED BY DENNIS FAULKEN"ERG,
DEPUTY COMMISSIONER AND CHIEF FINANCIAL OFFICER,
INDIANA DEPARTMENT OF TRANSPORTATION
Mr. HAMILTON. Thank you very much, Mr. Chairman.
Let me just express appreciation to you and all the members of

the committee for taking on this task this morning and listening
to all of us talk about our highway problems in our respective
States.

I would just ask permission to submit my statement in full and
really make only one point that I'm sure is familiar to all the mem-
bers of the committee.

I don't see how you have economic growth in any area of this
country without good infrastructure, especially highways. I don't
think you can continue and sustain support for the highway pro-
gram and other infrastructure programs unless it is perceived by
the American people as being fair.

I think what's happening-and I agree with some of my, col-
leagues that have spoken ahead of me here that the program is no
longer perceived as fair by many Americans. In Indiana I think we
get about $0.82 back on the dollar. I'm told by our experts there
that that's declining, and pretty soon we're going to dro into the
$0.70 range. Already there is a good bit of feeling in the State that
this is not fair to us after the interstate system has basically been
completed.

So I just urge you to take a hard look at ISTEA Integrity Res-
toration Act. We're not asking for 100 percent back. We understand
there are special problems with getting back 100 percent. But it is
a matter of the utmost importance to us in the Hoosier delegation,
to Indiana, that we get a better, fairer return on the amount of
money we put in.

I thank you very much for your consideration of this. It is an ex-
ceedingly important matter to each one of us in the Indiana delega-
tion.

Mr. PETRI. Thank you.
Representative Buyer?
Mr. BUYER. Thank you, Mr. Chairman.
I don't want to be redundant. You're having a lot of Members

come in from a lot of donor States discussing the issue.
The ISTEA Integrity Restoration Act has the bipartisan support

of the entire Indiana delegation. All ten members of the Indiana
delegation have signed on: the three of us that are here, Pete Vis-
closky, Tim Roemer, Mark Souder, David McIntosh, Andy Jacobs,
Dan Burton, and John Myers have also-all ten of us are in sup-
port of that. We're in support of it because of actually what Lee
just said-we recognize-not only just us, but people in Indiana
recognize the maturity of the transportation systems.

This committee has done very well over the years to make sure
that we provide not only our seaports, but our airports and our sur-
face transportation. As that system matures, we need to continue
to satisfy the needs of States, as we have, to grow our economies.
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In Indiana, whether it's in southern Indiana where Lee is or up
in the north central part of Indiana where you have some small,
rural counties, we trying to mature our economic expansion; there-
fore, our surface transportation is extraordinarily important.

When we change the funding formula, we're able to bring back
dollars to meet those needs, and those are decisions that could be
made by State officials. That's what's important about the
empowerment of States.

I want governors out there to be able to make those decisions for
those needs, not here in Washington.

In Indiana we have two very strong needs: the extension of I-
69 and the completion of the Hoosier Heartland Corridor.

Let me share something with you. In Indiana we built two
bridges. I testified 3 years ago to this committee about these two
bridges that were about to be built. Now they're complete.

I've got two bridges built across the Wabash River, and I don't
have a road on either side of them.

Let me share this with the committee. Three years ago when I
shared that with the committee, somebody from the committee
said, "Steve, don't worry about it. Sometimes we build bridges
without water and bring in the water later." So I guess maybe
we're a little ahead.

Look at this. This is a picture of the bridges there. They're
built-bridges to nowhere. That's what they call them back in Indi-
ana, the bridges to nowhere.

Now, they're the bridges to somewhere, and I think what's ex-
tremely important is when we bring equity, bring fairness, and
bring flexibility back into the equation, that's what's very impor-
tant.

To Mr. Mascara, sir, I did not sign onto the bill for 100 percent.
The Indiana delegation supports the 95 percent because we recog-
nize the importance of a Federal role in our national highway
transportation system.

I ask my full statement be entered in the record, Mr. Chairman.
Mr. PETRI. Without objection, all statements will be included in

the record.
Mr. Hostettler?
Mr. HOSTETTLER. Thank you, Mr. Chairman. Thank you, mem-

bers of this subcommittee, for hearing our testimony.
At the risk of sounding like-I could essentially say "ditto" to my

two colleagues from Indiana. I would just like to put my two cents
worth in as far as why I think the ISTEA Integrity Restoration Act
is important to Indiana and to our country, at large.

First of all, it does restore some respectability to the equity of the
program. The fact is, Indiana does receive $0.82 on every dollar
that we send in to the Federal Treasury for surface transportation
needs.

So, as Mr. Buyer pointed out earlier, we have projects in Indiana
that we need to complete. We have a highway interstate 69 that
ended in Indianapolis. It needs to be completed through the rest of
the State and ultimately down to the border of Mexico to create a
transportation-a corridor infrastructure for the heart of the Unit-
ed States of America, much like the Mississippi River was the boon
of the era for over 100 years ago.
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Secondly, we need the flexibility that this act will allow for the
State of Indiana, and that is important, especially in my area in
southwestern Indiana where we have most recently had a dis-
prortionate amount--ven though one is too many--of injuries
and fatalities as a result of highway rail grade problems in our Dis-
trict.

So I would just say that I think that the ISTEA Integrity Res-
toration Act is important to bring fairness back to the inequities
and the funding of various States, and, secondly, for the flexibility
it will give the State of Indiana so that we can meet the needs of
Hoosiers and not be necessarily dictated to by Washington, D.C.,
what's best for Indiana.

I thank the committee.
Mr. FAULKENBERG. Thank you, Mr. Chairman and members of

the subcommittee.
My name is Dennis Faulkenberg, and I'm a deputy commissioner

and the chief financial officer for the Indiana Department of Trans-
portation. I appreciate the opportunity to come before you here
today and talk with you about the views of the State of Indian on
the reauthorization of ISTEA, and specifically the formula issues.

Indiana has been a chronic donor State on the highway program
side since the inception of the highway trust fund in 1956. We've
been involved in past reauthorizations of transportation bills for
the donor equity issue year after year.

In 1991, when ISTEA passed, States like Indiana were promised
great gains in the equity challenge. Yet, as we look back we see
those rather convoluted and complicated attempts in ISTEA to
achieve more equity for States like ours, they were a rather dismal
failure.

In fact, every donor State pre-ISTEA remains a donor State
today. In Indiana we get back only $0.82 on the dollar, as you've
already heard, and that's becoming unacceptable to people in the
transportation community in Indiana, and you've heard the dis-
content from the members of the Indiana delegation here today and
the others who have co-sponsored the Step 21 bill.

Out of this discontent our charge that the Indiana DOT and the
administration in Indiana has been to get very involved in the
donor equity problem. Over a year ago we began working with
other donor States on what a solution to this problem would be, yet
maintaining good transportation policy.

Out of that effort we formed what is now called the Step 21 Coa-
lition. You're familiar with the Step 21 proposal, the ISTEA Integ-
rity Restoration Act that you've heard of here today and was intro-
duced yesterday.

A group of our States, nearly all donor States in the Nation, and
now three non-donor States have joined this coalition, for a total
of 22. In addition, there are 17 non-donor States that are included
as active observers of the coalition that are full partners at the
table in developing these programs; we have attracted non-donor
States for the program simplicity and flexibility features that we
offer.

So with that, we've developed a program that we think is tech-
nically sound, simple, and equitable. There are two programs: the
national highway system, which would receive 40 percent of the
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funding; and a streamlined surface transportation program that
would receive the remaining 60 percent of highway funding.

The formulas are simple, technically sound, and equitable. For
the national highway system, one-third of the funding would be al-
located based on public lane miles of roads, giving double weighting
to urban areas, recognizing the special cost and expense of main-
taining and operating roads in urban areas; one-third of the na-
tional highway system, based on vehicle miles of travel in a State-
again, double weighting in urban areas; and one-third based on die-
sel fuel consumption in a State, recognizing the damage that
freight movement causes to States like Indiana, which is a huge
cross State for trucking in the Nation.

The formula for the streamlined program is based on contribu-
tion of a State to the highway trust fund, or a dollar-in/dollar-out
basis.

In the Step 21 proposal, we retain all of the programmatic fea-
tures of ISTEA. They remain eligible. It returns decision-making
back to the State and local government so we can do what's right
in our State, what's good for us, not necessarily what a prescribed
formula, a one-size-fits-all approach might be for some States that
don't work for us. It allows us that kind of flexibility that will work
for us.

As we began this process, our many States began to talk first of
all, just as your committee probably will, what is the appropriate
Federal role in transportation in the future. There was long and
hard debate about that.

Yet, even among our vastly dominant group of donor States, we
said there is an important Federal role in transportation, and
that's the national highway system, building the other components
around it. Yet, with this predominantly donor group we now have
a program that, with this formula that finally achieves equity, a 95
percent true rate of return, that this group is in agreement that
there is an important Federal role in transportation in the future.

We hope that as your committee moves forward over the next 18
months in development of the next ISTEA you'll build upon the
consensus that we've gotten from this large group of States and use
this as a means to achieve equity finally and retain the important
Federal role in transportation in the future.

Thank you.
Mr. PETRI. Thank you. Thank you all.
Are there questions of this panel?
Mr. RAHALL. Mr. Chairman, I do have a couple questions, but be-

fore I do that I'd like to respond to a statement Mr. Buyer made
about there being a bridge and no roads coming to it, or no water
under that bridge. We often hear that as a tact on Congressional
projects, or those who label everything we do as pork.

I don't pretend to be any expert engineer in what I'm about to
say, but it is my layman's understanding that whenever you're
building any elevated road project, whether it's going over water,
i.e., a bridge, or whether it's just going over land, you must always
build the elevated aspect of that project first in order to let it settle
in, and then you build the roads up to the elevated structures.
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I believe that's why we see pictures taken around the country
often of a bridge, perhaps with no road leading to it, or some other
elevated project that does not even go over water.

So I just do that as a means of putting another perspective on
a bridge over not water.

But let me ask the entire panel-Lee had mentioned this, and all
of you referred to it as Indiana being perhaps low on the range as
far as what you receive back. While we may not agree on the bene-
fits of Step 21, I certainly respect your dedication in obtaining more
than what your State is currently receiving.

Perhaps Mr. Faulkenberg can best respond to this, because in
our State, when you indicated that Indiana is only receiving $0.82
ack for every dolar sent to the highway trust fund, according to

FHWA, on a cumulative basis since 1956 the figure for Indiana is
$0.89, with it recently being more in the dollar range. But even de-
spite that increase, I understand and agree that your State is still
in the low range, but I'd like to explore as to why that may be.

As you know, those funds apportioned by formula under ISTEA,
you are assured of a 90 percent return today. If you heard my
opening remarks, this means that you are receiving 90 percent re-
turn today on the 89 percent of Federal highway funds that are
made available to the States.

As such, your beef is primarily with the remaining 11 percent of
funding that is allocated to the States on a discretionary basis for
things like the discretionary bridge program and discretionary
interstate maintenance program.

To drop down to a total return of $0.89, or, to use your figure,
$0.82, seems to me that Indiana is receiving very little in the way
of discretionary funding from the allotment programs.

Is this the case? In other words, are you not seeking discre-
tionary bridge monies, for example?

Mr. FAULKENBERG. You had several points there, I guess, Mr.
Rahall.

Our rate of return at $0.82, we stand by that. I think there has
been some discussion here today I think.

We've argued with Federal Highway Administration over table
FE-221-I think you're looking at that-for several years, and I be-
lieve even they've given up using that table in trying to argue this
case.

If you're looking at fiscal year 1994's statistical table there, if you
look at the bottom line, $21 billion is paid out while only $14 bil-
lion is paid in on that chart, so hopefully every State could be a
donee under that kind of a situation.

It's a very misleading chart because of some errors in deposits
to the highway trust fund that year and so forth, that over $7 bil-
lion more was paid out than was brought in, as it doesn't count for
interest in the trust fund, also.

So on that chart every State in the Nation is a donee except Ken-
tucky, so it's not really indicative of the real situation of percent-
age-in/percentage-out as the best basis for viewing whether you are
a donee or donor.

But any way you look at it, we're a donor State in Indiana, as
I think you've even agreed.
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As to our situation as to whether or not we're seeking discre-
tionary funds, it's not worth the paperwork. The way the minimum
allocation law is written, any dollars we get from any other pro-
gram penalize us in our minimum allocation funding, so the work
that we put into preparing an application for discretionary bridge
funds, discretionary interstate rehabilitation projects, and so forth,
come out of next year's minimum allocation money.

We have an $84 million interstate rehabilitation project near
Gary, Indiana, in Congressman Visclosky's District that is on the
shelf. We've got it designed. We bought the land. We can't afford
to pay for it.

Our Federal Highway Administration is saying, "Vhy don't you
apply for discretionary interstate 4-R funds?" I say we'll lose all of
our minimum allocation funds for the rest of the State. So what's
Mr. Hamilton going to say about that? What will Mr. Buyer say
about that? On and on and on. I've, in effect, reallocated our mini-
mum allocation from the entire State of Indiana to a discretionary
project which will wipe that out the next year.

It has been a problem we have been fighting about for years and
years, that it's a penalty to donor States that we've just not been
able to overcome.

Mr. HAMILTON. Mr. Rahall, I think what's really driving us here
is that this return that we're getting is declining. It was, as you
point out, at one point $0.89. Now we think it's $0.82 or $0.83. but
the projection is that we're going slip below $0.80 here in a year
or two, so we're seeing a very fairly dramatic drop in our return.
That's driving our interest in the proposal before you.

Mr. RAHALL. Thank you. Thank you, Mr. Chairman.
Mr. PETRI. Mr. Brewster?
Mr. BREWSTER. Thank you, Mr. Chairman.
I'd like to address my question to Mr. Hamilton, as a leader and

the senior member of the Indiana delegation.
I notice on our chart Indiana paid in 2.77 percent of the total dol-

lars paid in. Indiana received out 2.18 percent of the total dollars
paid into the fund. In other words, had you received out the same
proportion, the same percentage that the users in your State paid
into it, you would have received $100,573,000 additional dollars,
which would have created 4,234 jobs in your State.

Now, a lot has been talked about on national interest today and
why it's in the national interest to have the particular formula.

As a person who has been around here several years, I think you
have a historical perspective maybe. Maybe you can explain to me
why it's in the national interest for Massachusetts, for instance, to
pay in $259 million and get out $1,139,000,000. They paid in 1.77
percent and got out 6.7 percent, while Indiana paid in 2.77 and
only got out 2.18.

As a person who I know is a great historian of Congress, maybe
you can explain the national interest to me.

Mr. HAMiLTON. Well, I don't want to try to defend those figures,
Mr. Brewster. I think you make our case for us, and I appreciate
it very, very much.

Mr. BREWSTER. Thank you.
Mr. HAMILTON. I happen to know why those Massachusetts fig-

ures are like they are, and I'm sure you do, too, but they really do
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point out the gross inequity involved, and I appreciate your com-
ment.

Mr. BREWSTER. Would you then agree that States, because it is
a user fee, should get out the proportionate share that they pay
into it? Whatever is apportioned out, whether it be $10 billion or
$20 billion, if your State pays in 2.77 percent, you should receive
that 2.77 percent?

Mr. HAMILTON. Yes. Yes, indeed.
Mr. BREWSTER. Thank you.
Mr. BUYER. Mr. Chairman, I just wanted to respond quickly.
My colleague, Lee Hamilton, opened up and talked about the

issue of fairness, and that's what Mr. Brewster is driving at.
The reason I brought in this picture of the bridges and even

talked about the bridges is because we can talk about the reality
and talk about the mechanics of the equations, but people in Indi-
ana look at the bridges, Mr. Rahall. They look at these bridges that
have been sitting there for 2 years. People fish off the bridges.
They can't wait to drive across the bridges.

They recognize that we are struggling in Indiana only to main-
tain our present system, and as we re struggling to maintain our
present system, they say, "Now will we ever get this built?"

Well, can we do bonding? Well, this is a national corridor. Can
we do a toll road? Boy, we've got problems if we do a toll road.
Should Indiana increase its own tax then for this? They say, "Wait
a minute. We're only getting $0.82 on the dollar that we paid in."
They go, "Whoa." Then it erupts-the question of fairness.

at's one of the reasons that we're here, and I want to share
that with you.

I also want to, I guess, say that I do enjoy driving from Indiana
to Washington, D.C., across a beautiful highway system in West
Virginia. The architecture that has been done is magnificent. The
bridge work-we don't have bridges in Indiana like you have-

Mr. RAHALL. But we still need more.
Mr. BUYER. Pardon?
Mr. RAHALL. We still need more.
Mr. BUYER. You still need more?
Mr. RAHALL. They didn't have those bridges before-
Mr. BUYER. I think one of those bridges out there is so beautiful

I could build the Hoosier Heartland Corridor just for the cost of one
of your bridges.

Mr. RAHALL. Just look over on the right, there. That's the pic-
ture. That's my District.

Mr. BUYER. All of them?
Mr. RAHALL. Yes. And there is water under that bridge.
Mr. PETRi. Between two fellows named Byrd and Rahall they've

managed to take care of it.
Mr. Baker?
Mr. BAKER. Well, I was going to ask Mr. Buyer how long that

bridge was going to settle before we considered on the committee
appropriating money to build a road up to it.

Mr. BUYER. How long what?
Mr. BAKER. How long would you suggest we let that bridge set-

tle?



496

Mr. BUYER. Not much longer. I will offer a standing invitation.
I know Mr. Brewster is a great fisherman. You can come out and
fish off my bridge any day, all right?

Mr. BREWSTER. If you can get-by horseback.
Mr. BAKER. By boat.
I have a question for Mr. Faulkenberg-a more serious question.

You're supporting the 95 percent allocation formula back. How
would you feel about a proposal that allowed the States to pick up
70 percent of the gas tax revenue coming to the Federal Govern-
ment as a State tax and including some requirement to maintain
the Federal highways, and 30 percent coming to the Federal Gov-
ernment for the maintenance of the interstate system plus realloca-
tion to the States?

Mr. FAULKENBERG. That particular proposal, 70/30 split, I'm not
sure how the numbers would work out on that. I guess, in general,
though, my feeling on a turn-back, which that is a 70 percent turn-
back you're talking about, as a 20-year transportation professional,
I'm not very attracted to turn-back. It's only as the people of Indi-
ana say "we can't take this much longer" are we driven that direc-
tion. We've been trying to hold people back and say it's in the na-
tional interest to have a Federal program, and we think Step 21
is a way to do both--equity and a Federal program.

So turn-backs, in general, I don't favor in particular.
My biggest problem with turn-back is that, as a whole for the

Nation it would work out fine, but as you look at the individual
States that make up our Nation, it doesn't work so well.

In Wyoming I believe a penny gas tax generates $4 million. In
Indiana, that's $29 million. So we can raise a penny and get a lot
of money out of it, but in Wyoming it takes a lot of pennies.

For replacing what wouldbe lost in some States like the expan-
sive western States, the gas tax increase would have to be tremen-
dous-prohibitive, most likely.

Mr. BAKER. I'm not suggesting that we're building new inter-
states in Wyoming, but if we reallocated your State for your re-
allocation based on the needs of Indiana and your department, not
based on the needs of this bureaucracy, to receive 70 percent
back-

Mr. FAULKENBERG. I guess our concern in indiana is, though,
that our products we produce are not all produced in the market
in which they are sold. We have to travel across those vast ex-
panses of interstate in the west.

I don't think we can take care of them-
Mr. BAKER. You don't think we could run the interstate on 30

percent of the-
Mr. FAuLKENBERG. Yes. The numbers on 30 percent, I say I don't

know how that would work out, but turn-back, in general, that's
my problem with.

Mr. BAKER. Well, 100 percent turn-back you could make your ar-
guments that we'd be eliminating the state highway program.
What I'm talking about is giving you greater flexibility over the
dollars used for roads, used for highways that come to Washington,
and then some time in the late future, as we talked about with this
bridge and approach, it works its way back to Indiana.
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Mr. FAULKENBERO. Conceptually, what you're talking about, if 30
percent works out, that would take care of the national needs, then
fine, sure, that works out. That would address my concern with the
turn-back problem.

But, on the other hand, the $0.70 that you're turning back to our
States, I'm concerned also about the political reality of re-enacting
that tax back home, not only in Indiana, but as I've surveyed the
other donor States and talked with them about that, and the will
is not necessarily there to reenact an $0.18 gas tax or $0.12 or
$0.10. We can't get a nickel in indiana.

Mr. BAKER. I doubt if you'd be given a great deal of flexibility
over that, let me assure you. We talk States' rights here, but we
love to apportion money. That's part of our-a positive part of our
job. So I don't think you'd be given a lot of flexibility.

But it doesn't sound to me like you have a great deal of con-
fidence over the allocation process in Indiana in how your State
would allocate money if we gave it to you.

Mr. FAULKENBERG. If you turn back the $0.70 to us and we re-
enacted that as a State tax, which is what I think you're saying,
I have complete confidence in that. We do that now and have fairly
general agreement among the State and local government officials
in Indiana that we do a pretty fair job of that.

We don't get a lot of complaints about that, and I think we'd do
a good job ofit in the future.

Our problem is: could we get that tax enacted? I know our gov-
ernor does not favor a tax increase, even though it's replacing a tax
from Washington. He would view it as a new tax.

The Indiana State Legislature says, "No new taxes," so I worry
about whether we would just lose that 70 percent of our current
Federal funding because of a lack of the ability to get it re-enacted
back home.

Mr. BAKER. Part of the fairness question is not just, "Can I get
more than the dollar I send to Washington," but part of it is to re-
move the bureaucratic hurdles we place in the way of projects, and
fairness is in the eye of the beholder.

I think just reallocating and shuffling the deck chairs on the "Ti-
tanic" is not going to make it float. And giving your States greater
authority to set your priorities based on the legislative needs and
the bureaucratic needs of your department are a lot more fair than
coming before this committee on bended knee.

I'm a little disappointed in your response.
Mr. PETRI. All right. Any other questions? Mr. Mascara?
Mr. MASCARA. In my previous life I was an accountant, so I like

things to sort of add up and the numbers to add up. We have a
saying, an adage in the accounting business, that figures don't lie
but liars figure. I've heard all kinds of numbers, and I don't know
where these numbers are being generated from, but I appreciate
you gentleman, Members of Congress and you, Mr. Faulkenberg,
for being here, because you certainly understand the problems as-
sociated with running a State department of transportation.

After we get over-and I think we all agree-after we get over
the over-simplification of the matter of equity and parity and all
those kinds of things, I think we all agree. Donor States should be
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receiving more money. We have 50 different States, diverse in cli-
mate and all of that.

In 1991, when ISTEA was passed, we divvied up $156 billion: $9
billion went to Pennsylvania, and the State department of trans-
portation decided that 80 percent of that should go to maintenance,
and there were arguments about that, but there is some flexibility
in the current ISTEA.

My question is: given the diversity, given the difference in the
taxes that are being levied by each of the 50 States, how much of
the inequity was a result of a lack of effort on the State, itself?
Whatever figure Indiana had-and I'm not sure what that figure
was-how much of that was not drawn down because the State
wasn't ready to go with the project?

We're talking over a period of 7 years here. We're not talking
about last year and this year. We're talking about that whole 7-
year span. I guess the new ISTEA will be another 7 years. How
much of the amounts of the inequity was a result of accident rather
than by design?

Mr. FAULKENBERG. In Indiana, as I believe is the case in all
donor States that I'm familiar with, no Federal funds were lapsed
because of the lack of ability to match them, and I believe that's
the root of your question.

We raise a sufficient amount of gas tax in Indiana to match all
Federal funds and have quite a healthy State funded only and lo-
cally-funded highway program in our States through locally-raised
taxes, also.

Part of our problem as donor States, though, Mr. Mascara, comes
from our willingness to help ourselves.

In many of our States, our willingness to put money into our
bridge programs and other infrastructure on which the formulas
are ased in a way that the better you do the less you get, we pe-
nalize ourselves.

In having good bridges in Indiana, we get less bridge money
back. But our willingness to raise local taxes in Indiana and do the
right thing on bridges is the right thing to do, and we're going to
do that, but we get penalized in the amount of bridge money we
get because bridge money is based on how bad your bridges are
and how much it costs to rehabilitate them.

But I think, as Step 21 does, it trusts we'll do the right thing.
We've shown we'll do the right thing on bridges and other pro-
grams like that in the past, and I think we'll continue to in the fu-
ture.

Mr. MAscARA. So then-and I don't want to put words in your
mouth-so then in 1991 when Indiana was supposed to get "X"
number of dollars from the ISTEA legislation, you drew down all
of those dollars, and the inequity existed at the time that ISTEA
was passed in 1991?

Mr. FAULKENBERG. It did. Some of it was latent. There were
some things in there we didn't realize were happening. Some of the
things, like the minimum allocation program, doesn't cover 90 per-
cent return on everything, as we thought we were being told.

We didn't read it during the night closely enough, I guess.
Mr. MAscARA. We suggest you read it very closely this time.
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Mr. FAULKENBERG. Yes. The interstate reimbursement program,
$2 billion a year program, isn't covered by minimum allocations
guarantee.

The demonstration projects, $6 billion program, no guarantee on
minimum allocation.

It is things like that that we didn't realize at the time, but
they've been in effect since ISTEA passed in 1991.

Mr. BUYER. Mr. Mascara?
Mr. MASCARA. Yes?
Mr. BUYER. In your question you were looking at that window

from 1991 to now.
Mr. MASCARA. Yes.
Mr. BUYER. I've got a comparison of Federal highway trust fund

receipts attributable to the States and Federal aid apportionments
and allocations from the fund dating fiscal years 1957 to 1995.

When Mr. Faulkenberg testified that Indiana has always been a
donor State, over that time period Indiana has received, accumu-
lated since 7/1 of 1956, $0.88 return on the dollar over that from
1967 all the way up to now.

Giving you an idea, the Chairman's home State of Wisconsin, has
a $0.90 return over that period of 1957 to now. You have--do I
dare? West Virginia-

[Laughter.]
Mr. UYER. West Virginia is at $2.06 over that time period. And

do I dare again? Where is-Pennsylvania is $1.16 over that time
period.

I just wanted to share that with you. You were looking at just
a window.

Mr. MASCARA. I'm a new Member of Congress. I didn't write
ISTEA. I implemented ISTEA. I didn't like a lot of things that were
in ISTEA, but that was our responsibility as part of the Southwest-
ern Pennsylvania Regional Planning Commission to do that. I'm
not here to argue whether Pennsylvania was treated fairly or not.

I need to meet with Mr. Rahall. Apparently all the money went
to West Virginia. I need to talk to you, Nick, after this meeting.

I'm just saying I want to avoid-as a member of this Surface
Transportation Committee, I hope that I'll have some input into
the new legislation. I just need to know that what happened here
was not by design, and hopefully it was by accident, and that we
can correct those inequities when we write the new legislation.

If Pennsylvania doesn't draw down its money, that's not our
fault, that's Governor Ridge's problem, not our problem, or Brad
Mallory, the Secretary of Transportation.

I'm here to gain some information.
Mr. BUYER. Mr. Mascara, you and I work together very well on

the Veterans Affairs Committee and I have great respect for you.
You are incredibly articulate and your integrity is unquestioned.

Mr. MASCARA. Thank you. And yours, too.
Mr. BUYER. I think that it was not by accident. It was by design.
Mr. MASCARA. Then we need to know that.
Thank you, Mr. Chairman.
Mr. PETRI. All right. Mr. Sawyer?
Mr. SAWYER. Thank you, Mr. Chairman.
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I like to think that at least some of the work that has been done
between 1957 and now has been done by design, and was done
with the highest of motive.

I suspect that a lot of it has to do with the density of population
and the location of markets, along with the patterns of travel that
prevailed and changed over that period of time.

But what a number of people have suggested at various times I
think is really maybe at the heart of what we're talking about, and
that is the differences in the cost of what it took to build a national
system and what it cost to maintain and sustain the national sys-
tem. Those cost differences have shifted over time, particularly as
population has moved southward and westward.

But there is an enormous complexity to the formula that has im-
plemented this.

I went and asked the chairman about one element, and he held
up-he showed me the formula and said that even matters as ar-
cane as a number of miles of rural letter carrier routes that are in
a particular State has an effect. He may have been exaggerating.

But there is a consequence that I'm not sure is adequately re-
flected in here, and I'd like to hear your comments on it, or perhaps
those of the gentlemen from Minnesota who will follow you.

I come from Ohio, which, like your State and Wisconsin and per-
haps to a lesser degree West Virginia, where, in the course of a
winter the temperature fluctuates around the freezing point and
causes a level of damage in the course of a winter that would be
characterized as phenomena-natural disaster. Don't ever try to
say "phenomenalogical" too quickly.

I keep asking, and have asked a number of people about the de-
gree to which climatic conditions that are chronic are reflected in
the formula and the degree to which it affects the comparative cost
in the maintenance of a system, and perhaps even in its initial con-
struction between various parts of a very diverse country.

It seems to me that over the period of time between 1957 and
now, we ought to have been able by now to have gathered enough
concrete, so to speak, evidence of the difference in those kinds of
costs of maintenance then we ought to reflect it. If it's not reflected
now in that formula, reflect it, period, or at least its better than
it appears to have been to this point.

Would any of you like to comment on that?
Mr. FAULKENBERG. There has been a lot of discussion about it.

I don't think anyone can really agree. The southern and western
states say 130 degree heat has an impact on their roads that we
just don't understand up north, and it's a debate we just-there
has been no answer people can agree upon yet, but it's certainly
something we argue also in Indiana.

Mr. BUYER. But you can localize this. In Indiana we've got a lot
of potholes, just like you've got a lot of potholes in Ohio and Penn-
sylvania, all across the midwest. A lot of those potholes get filled
by the county. County highway departments have those respon-
sibilities. That doesn't affect our interstate systems? Sure it does.
And a lot of those U.S. highways that are out there.

And Indiana finds itself in the same arena as Ohio with regard
to this issue.
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Mr. SAWYER. I think we trivialize it if we speak in terms of pot-
holes, and people

Mr. BUYER. I don't mean to trivialize. It doesn't trivialize when
I almost wreck my car and break the tie rod. The tie rod broke be-
cause I hit a pothole in Monticello, Indiana, and that's the respon-
sibility for theirs, but people-I'm not trivializing it, sir.

Mr. SAWYER. I used to be a mayor, and-
Mr. BUYER. Well you know enough about potholes.
Mr. SAWYER. I have a real appreciation for what you're talking

about. My predecessor had to pay a wrongful death settlement for
a woman whose front wheel went into a ditch at the berm and it
flipped the car over and killed her. So I don't trivialize it, either.

But what I'm speaking of is not even the kind of consequences
of either extreme heat or extreme cold that take place on a regular
basis and we ought to be able to budget for, but rather the con-
sequences of agng on a 40-year-old system.

Mr. BUYER. Sure.
Mr. SAWYER. And how the midwest and the eastern part of the

United States, as a product of conditions that prevailed then, are
facing the long-term aging of a highway system that was built and
designed at a very different time.

I believe and agree with you that climatic conditions and the con-
sequences of those on an annual basis ought to be included in this.
But it seems to me that we're facing the consequences today of a
highway system that is approaching a half century in age, and that
has very large consequences in terms of maintaining that national
system as populations move.

Mr. BUYER. Our testimony here from Indiana, in concert, is that
we struggle in Indiana just to maintain our present systems, while
we have growing needs and requirements, and that's why we're
here today.

Mr. SAWYER. And we agree.
Mr. BUYER. Thank you.
Mr. MASCARA. Would the gentleman yield? I'd like to match pot-

hole for pothole, Mr. Buyer, in Pennsylvania. Some time take a ride
out and I'll show you some real potholes.

Mr. PETRI. Very good. Any other questions?
Mr. MICA. Mr. Chairman, I don't have a question, but I have a

point of personal privilege.
Before I drink this water, could you tell me if it's from D.C. and

has it been treated or not?
Mr. PETRI. You're in good company.
Mr. MICA. Thank you.
Mr. PETRI. All right. Thank you very much, gentleman.
Our next panel consists of the Honorable Jim Ramstad of Min-

nesota, accompanied by Mayor Elwyn Tinklenberg of Blaine, Mi'-
nesota.
TESTIMONY OF ION. JIM RAMSTAD, A REPRESENTATIVE 1±1

CONGRESS FROM MINNESOTA, ACCOMPANIED BY MAYOR
ELWYN TINKLENBERG, BLAINE, MN
Mr. RAMSTAD. Thank you very much, Mr. Chairman Mr Rank-

ing Member, and all the members of this important subcommittee.
I appreciate the opportunity to testify along with two leaders of the
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North Metro Crossing Coalition before your subcommittee on the
very important issue of Federal highway funding distribution for-
mulas.

The North Metro Crossing Coalition, which is well-represented
here today by the gentlemen on either side of me, brings a unique
grassroots perspective to the important issue of Federal highway
funding distribution formulas.

The coalition, Mr. Chairman, is made up of over 20 municipal
governments north of the Twin Cities, representing over 860,000
citizens. Many of tb- - live in the Third Congressional District,
which I'm privileged fo rupes'nt.

I'm pleased to tnro4uceio all of you on the subcommittee Mayor
El Tinklenberg of B/ ne, Minnesota, who is sitting on my right.
Mayor Tinklenberg will offer testimony on behalf of the Coalition.
El has been a forceful and tireless advocate, both here in Washing-
ton and back home in Minnesota, for trunk highway 610, which all
of you are familiar with. Highway 610 is a critical project crossing
the northern Twin Cities suburbs.

I certainly appreciate, Mr. Chairman, your support for this im-
portant project. As you know, as we've discussed many times, this
pro ect is absolutely crucial to the Third Congressional District
and, indeed, to the entire State of Minnesota.

I look forward to continuing to work with all of you on the sub-
committee and members of the full committee to assure that trunk
highway 610 becomes Q "^-O~v %

I'm also pleased to .. ctudupwe -nother long-time highway and
transportation advocate : .... he Third District, the current presi-
dent of the North Metro Crossing Coalition, John Johnson, who is
sitting on my left. John is an engineering consultant who lives in
my District in Brooklyn Park, Minnesota. John dedicates literally
hundreds-probably thousands-of hours of his time to this effort,
heading the Coalition. He does it totally on a pro bono basis, and
represents the best, in my judgment, of public service.

Again, Mr. Chairman and members of the subcommittee, thank
you for the opportunity to present our views to you as you consider
the reauthorization of the Intermodal Surface Transportation Effi-
ciency Act of 1991.

I yield to Mayor Tinklenberg.
Mayor TanKLENBERG. Mr. Chairman and Members, my name is

El Tinklenberg. I'm the mayor of Blaine, Minnesota, and a long-
time member, as Congressman Ramstad has indicated, of the
,North Metro Crossing Coalition.

The Coalition is a group of 20 municipal governments that, as he
indicated, represent over 860,000 people living in and north of Min-
neapolis, Minnesota.
"T.he coalition was created nearly 10 years ago to provide grass-
roots support and advocacy for the construction of trunk highway
610-10, a critical highway linking 1-35W and 1-94 through the

,.,north metro area.
. As you know, we have been before your subcommittee and com-
mittee in the past seeking discretionary funding for this highway
from ISTEA, and we appreciate the support of this subcommittee,
including Chairman Shuster and Congressman Oberstar, in help-
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ing secure that funding and in designating trunk highway 610-10
onto the national highway system.

We would also like to thank Congressman Ramstad for his con-
tinuing strong support and for his accompanying us here today to
this hearing.

Mr. Chairman, we would obviously request your continued sup-
port of that funding and the trunk highway 610-10 project. How-
ever, that's not why we're here testifying before the subcommittee
today.

As a grassroots highway funding advocacy group, we support
higher levels of Federal highway funding, and we are strong sup-
porters of an active Federal role in funding our national system of
roads and highways.

Through our representatives, we have provided information to
our Federal elected officials on the need for the highway trust fund
to be taken off budget and ensure that gas taxes collected from our
motorists are spent as advertised, for the construction and mainte-
nance of our roads and bridges.

We believe the North Metro Crossing Coalition can provide a
unique perspective on the issue of updating the Federal highway
funding distribution formulas and on how such an update can help
empower State and local governments to better and more efficiently
try to meet the enormous highway infrastructure needs that exist
in Minnesota and elsewhere.

Minnesota is a large State of over 87,000 square miles, with a
growing population of 4.5 million people and 2.3 million licensed
drivers. We have over 42.3 billion vehicle miles traveled on over
130,000 miles of streets and highways.

Congestion in our urban areas is growing at an alarming rate,
and the overall condition of Minnesota's highways is deteriorating
rapidly.

In table one that I've included with my testimony, you can see
some of the results: 18.5 percent increase in mileage with pave-
ment condition listed in poor condition, 18.4 percent decrease in
pavement condition that is rated good.

The trunk highway system, of which trunk highway 610-10 is a
part, reflects the overall highway conditions.

Please also note the following that is listed in the information.
There are 518 trunk highway bridges over 20 feet in length that
are deficient in load capacity, width, and clearance. There are 4,100
miles, 34 percent of the State trunk highway system, that is over
50 years of age, and 8,200 miles, or 68 percent of that system,
that's over 35 years in age.

Of the Twin Cities' highways, 35 percent are rated with major
or severe congestion.

Trunk highway 610-10 is a prime example of a trunk highway
that is -badly in need of upgrading to at or near interstate stand-
ards in order to accommodate the rapidly-growing traffic needs in
the corridor.

It is clear from all the above data that Federal, State, and local
funds are not keeping pace with the needs to preserve the current
system or to keep up with the need to expand the system to accom-
modate growth.

37-734 97 -17
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In order to attempt to meet the funding challenge, it is nec-
essary, in our opinion, to update the current funding distribution
formula to meet the needs of our current transportation situation.

The current Federal funding distribution formulas have not been
modernized in over 20 years. In that time, the national interstate
system has been finished, the national highway system has been
created, and the increasing burden of Fe eral regulation has, in
some cases, slowed highway construction almost to a stand-still.

There is no time better than the present to reform these Federal
funding distribution formula as we head into the 21st century.

In table two that I've included with my comments, you can see
that Minnesota has been very fortunate over the last 20 years in
retrieving from the Federal highway program more than it sends
into the program in the form of taxes. The major point revealed in
that table is the many peaks and valleys in spending that have
been received from the Federal Government, making it extremely
difficult to plan effectively and efficiently for highway construction.
What results is a more expensive program with less highway mile-
age built for the dollar expended.

The Congress cannot allow this situation to continue.
As mentioned above, we in Minnesota bring to this debate the

fact that we have been a donee State but are rapidly moving to be-
come a donor State because we are becoming more urbanized and
our economy is growing.

In other words, the current Federal distribution formula is penal-
izing growth and prosperity, especially in our urban areas.

In addition, the Federal funding distribution program has seen
large swings from year to year in the amount of obligation author-
ity received under ISTEA. These swings have been as large as $50
to $100 million on an annual basis.

With such large swings, it makes it difficult for the Minnesota
Department of Transportation and others to look at projects such
as trunk highway 610-10, which needs about $70 million in addi-
tional Federal funds for completion, and be able to make authori-
tative, long-term commitments to completion with the available re-
sources.

However, with a long-term, predictable funding stream, such
commitments could be made and projects such as trunk highway
610-10 could move forward efficiently without significant delays or
cost increases.

Without such a predictable funding stream, it is often necessary
for projects such as trunk highway 610-10 to seek Federal discre-
tionary funds, and that might again be the case in the next round
of reauthorization.

We would like to make, Mr. Chairman, the following specific rec-
ommendations to reform the Federal highway funding distribution
formulas.

First, modify the funding formula with factors that reward
growth. We would recommend that geographic area and the actual
number of public road miles be taken into consideration. The future
funding of the Federal highway program is based largely on the
fact that significant Federal highway investments result in eco-
nomic growth. If the Federal funding distribution formula works
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against that justification, it may harm the program in the long
term.

Second we would recommend simplifying the Federal highway
funding distribution formula. Over the last 40 years of the Federal
highway program, the distribution formula have become too archaic
and conlicated to meet specific political requirements, and it has
become almost unintelligible to even highway professionals. The
trend in our national tax system has been towards simplification
to try to make it more user friendly, and we would make the same
recommendation for the distribution formula.

Three, establish a formula that will allow for predictable funding.
Table three illustrates the huge fluctuations in funds obligated
under the funding formula. Frankly, ISTEA was a step in the right
direction, but more needs to be done to improve the system in order
for obligated funds to be somewhat predictable, based on a fair and
simple funding formula,

We would recommend that, since the highway program is already
based on contract authority, that multi-year predictable ceilings be
established within the funding limitations of the Bird Amendment
that is already part of existing law. Such a long-term system of
predictable funding will allow the State DOTs to make long-term
plans and more efficiently program funds for projects. In many
cases, such long-term obligations have not been possible because
the funding was just not predictable.

In summary, Mr. Chairman, there is a strong case for the need
for more Federal highway funding support in the next Federal re-
authorization bill. We contend that within existing highway fund-
ing levels there also is a significant need to reform the Federal
funding distribution formulas. Such reform should entail changing
the current formula factors to those that promote growth and ac-
knowledge this country's move toward more urbanized centers, and
also are simple and assist in creating an overall system that will
allow for long-term, predictable funding levels.

Mr. Chairman and Members, we very much appreciate this op-
portunity to present our views. Thank you.

Mr. PETRI. Thank you. Thank you alfor being here today.
Are there any questions?
[No response.]
Mr. PETRI. If not, there is a vote on. We thank you for coming.
The subcommittee will recess for half an hour and we'll come

back at 12:30 if the remaining panels, or at least the next one-
we'll see you at 12:30 if that's all right.

[Recess.]
Mr. PETRI. The subcommittee will reconvene.
We are joined by panel seven, which consists of our colleague,

The Honorable Bob Inglis of South Carolina.
Welcome. You've been very patient. I'm sorry we couldn't get you

in before the last vote, but we're happy you're here now.
Any statement will be included in full in the record, and you are

invited to proceed as you may choose.

TESTIMONY OF HON. BOB INGLIS, A REPRESENTATIVE IN
CONGRESS FROM SOUTH CAROLINA

Mr. INGLIS. Thank you, Mr. Chairman.
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First of all, thank you very much and many thanks to Chairman
Shuster, as well for allowing me to testify today. This is, I think,
an important subject and one that's very appropriate for the com-mittee to be delving into at this point, so thank you very much for
letting my voice be heard here.

I am aware that the formula fights require the wisdom of Solo-
mon, and coming here this morning early to hear some of the dis-cussion made me even more aware of the complexity and how much
of the wisdom of Solomon each of you need on this committee.

I came this morning thinking that mostly it was a question ofhow you decide who is a donor and who is a donee, and Mr. Mas-
cara earlier said that the question is not that the figures lie, but
liars figure, and it does all depend on how you count it.

We in South Carolina count it that our return ratio is 74 percent,
which makes us tied for the lowest return ratio in the Nation with
Georgia and Arizona.

I'm sure that everybody else probably has different ways of cal-
culating it, and that's where the wisdom of Solomon comes in.But the thing that I found fascinating, Mr. Chairman, this morn-ing is the adtional complexity that r didn't think of until I got
over here and started hearing the kinds of things you all have todeal with every time this comes up, and maybe that's really on a
month-by-month basis.

We heard earlier about the complexity of bridges. If you fix yourbridges, then you're penalized. If you spend your State money, you
lose Federal money on your bridges.

Then we heard about the complexity of potholes and climactic
conditions that mean that if you fix those it's very complex.

And then we heard-it was fascinating. The last panel talked
about how if you grow as a State and become a donor rather than
a donee, you're penalized for growing.

It's very fascinating, really, to see all of this complexity that
comes out.

I think that that's part of the reason that this question was an-swered by the founding fathers. I think they had an idea. It's called
"Federalism." They put it in the 10th Amendment. The idea was
to have the Federal Government stay out of as many things likethis as possible and leave as much as possible to the States. Other-
wise, I see no way around the incredibly difficult decisions that y'ouall have to make from potholes to bridges to figuring out who is a
donor and who is really a donee.

It's also clear to me that when Washington sends money, notonly do I think we begin doing violence to some of that concept ofFederalism, but we also send it out with strings, and those strings
cause States to be forced to spend money in ways that maybe they
wouldn't otherwise spend money if they had their 'druthers.

It's also clear that formerly--thankfully this isn't the case now,
but formerly demonstration projects were probably the most egre-gious example of that trumping of the State priorities and replac-
ing it with Washington priorities, and in some cases individual
Member's priorities.

So I think that honoring the concept of Federalism and under-
standing that what we're about now is a downsizing, where we're
attempting to downsize this Federal Government and collapse the
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levels of management, I think that we need to think outside the
box and ask some real searching questions about how to solve the
problem.

Well, naturally, I've got an idea, and it's an idea that actually is
shared by John Kasich, of course, and Connie Mack and many oth-
ers-Nick Smith, for example. That's the Transportation
Empowerment Act.

Basically, the idea is to never send the money to Washington in
the first place, to take the $0.14 a gallon Federal fuel tax and re-

_ duce it to $0.02; leaving the $0.043 deficit reduction tax as a sepa-
rate issue, and that will be resolved separately.

But basically the idea is to take the $0.14 Federal fuel tax and
reduce it to $0.02, the $0.02 remaining in the Federal system to
handle the maintenance of interstate highway systems and some
other Federal priorities, and giving the flexibility to the States to
levy within their own States the tax to make up the difference and
to eliminate all or many of the complexities of that we were just
describing, what you've been hearing about all morning: who s a
donee, who's a donor, potholes, bridges, and those kind of things.
I think it eliminates a lot of those questions.

So the idea, as well, is to transition towards this--not to do it
immediately, but to give the States time to set up their own financ-
,g systems, their own funding streams, and to get their proce-
"ares in place.

So the idea in year one, beginning October 1, 1997, would be to
retain the $0.14 a gallon gas tax, $0.07 to be distributed as a block
grant, $0.07 to be sent into the current system, hopefully somewhat
simplified.

Year two, beginning October of 1998, concept would be to again
retain the Federal $0.14 a gallon tax. Of that, $0.12 would go into
the block grant distribution to the States, $0.02 would be retained
at the Federal level, again setting up that system of maintaining
the interstate system.

And in year three, beginning October 1, 1999, the idea would be
to drop the Federal tax from $0.14 to $0.02, and by then the States
would be in place with their funding systems.

I think it's important-I notice the light has gone on, so I'll be
very brief here at the end, and that is to say that it's important,
I think, to retain the $0.02 tax here at the Federal level to make
sure that we honor a federalism principle, and that is there are
some things that are a core business of the Federal Government.
Maintaining a Federal interstate system is one of those.

So it seems to me reasonable to retain $0.02 of that tax here and
maintain the interstate highway system well, because that's a na-
tional priority.

It would also--the beauty of this proposal is it gives States the
opportunity to fund transit systems locally rather than coming here
with all the strings attached.

In Greenville, South Carolina, we've had a very interesting expe-
rience recently with Federal mandates that require us to get big
busses rather than little vans, and all kinds of other things that
cause us to design a system that maybe doesn't work for Green-
ville.
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If we had our freedom to do that within our own State, I think
we could come up with a very good plan for transit in a place like
Greenville, South Carolina.

Finally, I'd mention that the bill sets up interstate compacts, or
the ability for States to enter into interstate compacts so that they
can design road systems that would serve in multi-state arrange-
ments.

So, Mr. Chairman, thank you again for the opportunity to testify.
I appreciate your hearing this idea.

Mr. PETRu. Thank you.
Mr. Poshard, any questions?
Mr. PosHARD. I have no questions, Mr. Chairman, except that I

would like to ask unanimous consent to submit a statement for the
record.

Mr. PETRI. Without objection, that will be done.
(The prepared statement of Mr. Poshard follows:]
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SUBCOMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE

HEARING ON MAINTAININGl ADEQUATE INFRASTRUCTURE: FEDERAL
FUNDING DISTRIBUTION FORMULAS

Opening Statement of Congressman Glenn Poshard

July 11, 1996

Mr. Chairman, thank you for bringing us together this morning to discuss what has
become one of the hottest topics concerning the reauthorization of ISTEA, the distribution of
federal mvnies to the states. Since every state has pressing infrastructure needs it is utterly
appropriate that we study the performance of the current apporionment formulas to
determine not only their equity to each state, but how these funds are divided between the
different ISTEA programs.

I would like to emphasize the primary importance of the National Highway System
(NHS), the Surface Transportation Program (STP), and the Bridge Program to our nation's
economy and the mobility of our citizenry. As I have stated before, the rural areas of our
country are especially dependent on surface transportation for their quality of life. It is
important that we remember this fact as the reauthorization process continues.

Mr. Chairman, I would like to recognize your continued dedication to this cause, as
well as the efforts of the Ranking Minority Member, Mr. Rahall. A special note of thanks to
the many members that have taken time out of their busy schedules to offer us their
comments and expertise. I appreciate all the witnesses for being with us here today, I look
forward to today's proceedings.
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Mr. PETRI. Have you listened to the-were you here when-not
when Tom DeLay, f guess, with the Step 21 proposal, but are you
familiar with that or-

Mr. INGLIS. Yes.
Mr. PETRI. -the other Sanford proposal?
Mr. INGLIS. I am familiar with both Sanford and Step 21. I heard

some of the Step 21 discussion, but not Tom DeLay's discussion of
it.

Mr. PETRI. Could you give us your view on those other proposals?
Obviously, they're not number one. What you're testifying for is
number one from your point of view, but I'd be interested in hear-ing your evaluation of them.

Mr. INGLIS. I think both are improvements over the current situ-
ation, and I think that both would be clearly preferable to what we
have.

It seems to me it's sort of a continuum that runs from the cur-
rent system with all of the apparatus in place, some of which I
think we need to-a fair amount of which we need to dismantle,
because if we really are going to downsize this Federal Govern-
ment, we have to collapse the management layers, just like they do
in the private sector.

So the current system is one end of the spectrum. What I've just
described is the opposite end of the spectrum, I think, and that is
a Federalism concept where the money never makes a trip to
Washington.

In between I would put the Sanford proposal on the spectrum,
moving toward where I'd like to be and where John Kasich and
people like that and Connie Mack would like to be, and that is that
it ensure that the percentage you get back is the same as the per-
centage you send in, as I understand it.

That's much better than what we've got now, and we will gladly
take that in South Carolina over what we've got now, but the-it
still would preserve all of that multiplicity of management, I be-
lieve.

And then the Step 21 is maybe a little bit closer toward the pro-
posal I'm here advancing in that it involves some simplification of
those management layers, but it basically is again dealing with an
existing formula kind of arrangement.

Mr. P Do you have any reaction to the concern that is ex-
pressed by many people that even though you do provide for, I
think, about 2 or 3 years for State Legislatures and State adminis-
trations to consider their needs and figure out how to meet them
by substituting State for Federal taxes, a number of people don't
think they're going to be able to do It because there is strong oppo-
sition toan kind of new taxes?

My own feeling is that if there is a real need out there. If they
don't do it before, they'll do it right afterward because people are
willing to spend money if they see a need and they know the
money is going for that need. But I'd like to hear your response.
What do you think will happen in South Caroina, or what would
you say to the people who raise that concern?

Mr. INGLIS. [ think it's a very legitimate concern, and I'd say that
it's really similar to the concern that a lot of people have with the
general concept of devolving a number of Federal functions to the



511

State level, and that is that a lot of hard decisions are going to
have to be made at the State level, and if we go forward with this
kind of approach that I'm describing here today and with block
granting Medicaid, for example, and many other kinds of concepts
we're talking about in the current Congress about devolving these
functions, basically what happens is the job of the State House
member and the State Senator becomes much more important.

They are already important positions, but they are going to be-
come much more important and the decisions they make are going
to be far more difficult.

Yes, one of the hard decisions is going to be: will you replace this
revenue that people are currently paying to the Federal Govern-
ment in the $0.14 a gallon tax? If we take of $0.12 of that, will the
State of South Carolina, at the House and the Senate and the gov-
ernor, approve putting on a $0.12 tax to make up the difference,
or whatever they determine is needed to fund the highway projects
that we need?

That will require some political courage on the part of those
folks, and that's hard, but I think that we can trust them to do
that, because we've got some major priorities in South Carolina
that are not being met: Cooper River Bridges in Charleston, the
Myrtle Beach-Conway connector, the transportation needs of the
up-state with 1-85 and the-there are tremendous needs, and we're
not meeting them, and this would be a way, I think, of looking for-
ward long-term to how we are going to solve these problems, and
I think that will cause them to summon the political courage to do
what they need to do to raise the revenue needed to fund those
projects.

Mr. PETRI. Are there any other questions?
[No response.]
Mr. PETRI. If not, thank you very much, Mr. Inglis.
Mr. INGLIS. Thank you again, Mr. Chairman, for the opportunity.
Mr. PETRI. We look forward to working with you as this interest-

ing process goes forward in the next Congress.
We are now privileged to hear from The Honorable Ron Lewis of

Kentucky.

TESTIMONY OF HON. RON LEWIS, A REPRESENTATIVE IN
CONGRESS FROM KENTUCKY

Mr. LEwis. Thank you, Mr. Chairman, for allowing me to speak
to your committee today.

As you may have guessed, like many of my colleagues testifying
today, I come from a donor State. Each year Kentuckians pay mil-
lions more to the highway trust fund than they get back through
the current ISTEA formulas, and that is wrong.

Last year my State got back $0.75 for every dollar they contrib-
uted to the trust fund. In 1994 we only got $0.65 of every dollar.
This funding inequity is unfair to Kentucky and the many drivers
paying their hard-earned dollars while traveling Kentucky's roads.

Kentucky is a State with a relatively small population and many
rural areas. Folks living in those rural areas are especially depend-
ent on Kentucky's highway system, and they depend on a good
transportation system to get to and from work each day. Many rely
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on the smaller parts of the system to connect them to Louisville,
Bowling Green, and other large cities within the District.

As tis committee knows, these roads are costly to build and
maintain, but without them many families and towns located in re-
mote areas would have fewer economic opportunities available to
them.

Our Federal policy should and must guarantee that all States,
large or small, are given every opportunity to meet their extensive
transportation costs. Fewer Federal restrictions on the use of trans-
portation dollars will help to some degree, but at the very least
States should get their fair share of their contributions to the high-
way trust fund.

Under existing ISTEA formulas, that doesn't happen, and it's
States like Kentucky, with smaller populations, that take the hit.

You've heard about several plans today to improve the distribu-
tion formulas for ISTEA. I'm here to lend my support, as well.

Mr. DeLay's bill, which would streamline the ISTEA program
and guarantee a 95 percent return in highway contributions, would
give Kentucky more of its share of contributions to the trust fund
annually. Even with the donor State programs available today,
Kentucky fares better under the ISTEA Integrity and Restoration
Act.

This plan could bring an additional $27 million each year to Ken-
tucky and help the Commonwealth meet its growing transportation
neects.

Kentucky and other small States would benefit even more under
H.R. 3195, the Highway Trust and Fairness Act. This measure
guarantees 100 percent fair treatment for donor States by guaran-
teeing compensation that equals a State's contributions to the trust
fund.

Both plans would help Kentucky and other donor States better
meet transportation needs. Both plans reduce bureaucratic restric-
tions that hinder State decision-making. Most important, both en-
sure equitable funding.

Mr. Chairman, these bills represent the direction this committee
should take when reauthorizing highway programs.

I want to mention one final item for your consideration as you
continue your review of ISTEA.

With the support of President Clinton and this Congress, we've
done away with demonstration projects through the annual appro-
priations process. As you know, demos were not added to the 1996
or the 1997 transportation appropriations. The reason has been
that demonstration projects restrict the overall funding levels given
to States. As a result, however, States must now pick up the tab
for completing these projects without any additional earmarks.

In my District, the William H. Natcher Bridge in Owensboro is
one of those projects.

This issue may be addressed separately by your committee; none-
theless, I urge you to consider these demonstration projects and
their added funding burden to States as you set highway formula
policies during ISTEA reauthorization.

Once again, I thank you for allowing me to testify.
Mr. PETmi. Thank you.
Are there any questions of Mr. Lewis?
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[No response.]
Mr. PETm. Well, we will be-we are aware, and we have dis-

cussed on a number of occasions the Natcher Bridge, and I look for-
ward to trying to accommodate you as best we can as we move for-
ward.

Mr. LEWIs. You know, there are some of these projects that are
out there that are in a certain stage of development, and I realize
that we want to stop earmarking and doing demonstration projects
and allowing more flexibility with governors, but those projects
that have several million dollars already invested in them, it might
be a good idea to go ahead and clean those projects up and get
them finished.

Mr. PETRi. Thank you.
Mr. LEWIs. Thank you.
Mr. PETRi. Now we're joined by a panel of distinguished leaders

in the transportation sector of our economy at the State level: Mr.
John Daily, Commissioner, New York Department of Transpor-
tation; Mr. Robert Martinez, Secretary of Transportation for the
State of Virginia; Mr. Dean Dunphy, Secretary of California De-
partment of Business, Transportation, and Housing; and Mr.
Wayne Shackelford, Commissioner of Georgia Department of
Transportation.

Our colleague, Mac Collins, wanted to be here to introduce some-
one he admires a great deal. In fact, he spent about 20 minutessinging your praises yesterday, sir. I apologize for him not being
here to introduce you. I know he wanted to very much, but I'm sure
there was a conflict. Our schedule has been a little bit-is he on
his way? Then he may have a chance before we're over.

Which of you would like to proceed first? Mr. Daly?
Mr. DALY. Fine.

TESTIMONY OF JOHN DALY, COMMISSIONER, NEW YORK DE-
PARTMENT OF TRANSPORTATION; 'ROBERT E. MARTINEZ,
SECRETARY OF TRANSPORTATION, COMMONWEALTH OF
VIRGINIA; DEAN DUNPHY, SECRETARY OF CALIFORNIA DE-
PARTMENT OF BUSINESS, TRANSPORTATION, AND HOUSING;
AND WAYNE SHACKELFORD, COMMISSIONER, GEORGIA DE-
PARTMENT OF TRANSPORTATION
Mr. DALY. Thank you, Mr. Chairman.
Mr. Chairman, after listening to the testimony today and my

good friends to my right, I must tell you I feel like a Buffalo Bills
ran at a Miami Dolphin rally.

(Laughter.]
Mr. DALY. In fact, my good friend, Ben Watts, the Commissioner

of Florida, has invited me down to the next Miami Dolphin rally.
I don't think I'll make it.

[Laughter.]
Mr. DALY. Ladies and gentlemen, thank you for allowing me this

honor today.
I'm John Daly, commissioner of transportation for New York

State. I'm pleased to submit the following testimony concerning
ISTEA reauthorization, maintaining adequate infrastructure Fed-
eral funding distribution formulas.
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New York State has responsibility for a $2.4 billion annual high-
way construction program, a $1.3 billion annual transit operating
a capital assistance program. Our State is currently implement-

ing a .$23 billion multi-year transportation financing package forboth highway and mass transit, with each mode receiving over $11
billion.

Federal funds comprise about 40 percent of highway capital
spending in New York, making the State's contribution 60 percent,
while the Federal share for transit capital improvements has de-
creased to 25 percent, making the State s share 75 percent.

A recent U.S. DOT report mandated by ISTEA on the relativelevel of effort made by the various States to support transportation
with State and local funds concludes that New York's relative level
of effort to improve highway and transit facilities and services inthe State is second in the Nation.. I might point out, too, for Con-gressman Rahall, that West Virginia was number four.

At $599 per capita in State and local funds for highways andtransit, New York's level of effort is 75 percent over the national
average of $319 per capita.

Because I think this is an exceptionally important point, I want
to elaborate on it.

It proves without question that New York State recognizes and
accepts its responsibility for the maintenance and improvement ofthe infrastructure within its borders. New York recognizes that itmust be willing to work hand-in-hand with the Federal Govern-
ment, that it must put its money where its mouth is, that it should
not and cannot depend solely upon the Federal Government to fi-
nance what is a paramount national and State interest.

A report from the GAO in November of 1995 recognizes this also
when it shows that New York State contributes 81 percent of thereceipts used for highways, while the Federal Government contrib-
utes 19 percent.

Based on an analysis done by the United States Department ofTransportation in 1994, we believe that two basic components
should be considered as Congress deliberates on this important
issue. First, the needs of the system-where should the money be
spent. Secondly, the efforts of the States. States do have that re-
sponsibility, and we do believe that should be built into the for-
mula.

We are saying that both the Federal and State governments have
a joint responsibility to make sure that our national transportation
infrastructure remains the best in the world.

The proposals that we have heard so far this morning discussed
have one common denominator-neither is truly based on transpor-
tation needs. There was no mention of bridge condition, pavement
condition, or level of traffic congestion in these proposals. Therewas no mention of local effort or the willingness of State and local
government to contribute to the construction and maintenance of
the highway system.

These two proposals are simply an attempt to address the donor
State issue by those States who collect more Federal gas tax than
they receive in Federal highway apportionments. These proposals
simply redistribute highway funds from the northeastern States tomany other regions of the country, virtually ignoring very real
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transportation needs and a rather substantial level of effort from
State and local resources to build, maintain, and operate the sys-
tem.

New York and several other northeastern States make the larg-
est investment of State and local funds in the transportation sys-
tem.

The system of ISTEA formulas for distribution of Federal fundsrepresents a responsible balance between addressing the individual
needs, the individual State's relative transportation needs and the
relative amounts of Federal taxes contributed by each State.

When California has an earthquake, Mississippi and Missouri's
rivers flood, and the affected States need funds to rebuild and re-
place the damaged transportation infrastructure, the entire Nation
addresses these needs without regard to whether the taxes used
were raised in the affected States. Billions in trust fund dollars
have been allocated on the basis of need to both donor and donee
States.

•During the savings and loan crisis, the Resolution Trust Corpora-
tion was formed to help ba~1 out depositors. Each State was not
asked to contribute to the amount of dollars lost in that State. If
such an approach had been taken, the western and southwestern
States would have faced staggering costs, while the States of the
northeast would have felt relatively little impact..

Under the Federal system, which allocates national resources to
meet national needs, the taxpayers of New York shouldered a sig-
nificant portion of the national problem that centered in the west.

One last point.
A recentpublication by the John F. Kennedy School of Govern-

ment, wihcompares total Federal domestic outlays in each State
to total Federal taxes contributed by the residents and businesses
of each State, shows that for 1994 New York St ate sent $18 billion
more to Washington than it received back. If the donor States are
correct in their stand, their position that the money should be sent
back to those States based on how much money those States collect
in Federal gasoline taxes, not State, then why should not all other
Federal funds be distributed in the same manner?

It would seem only fair to me that that precedent, if that prin-
ciple would be adhered to in all Federal distribution of monies.

"Mr. Chairman, we're not asking for that. We strongly believe
that the monies that go back to the States in this area should go
back on the basis of need. That is Federalism. The Federal Govern-
ment has always sent monies to the States based on that principle.

Mr. Chairman and Members of Congress, we strongly believe
that principle has to be continued.

Thank you.
Mr. PETPI. Thank you.
We're joined by our colleague from Georgia, Mr. Mac Collins. I

mentioned .you were on a mission and there was someone you
wanted to introduce today, and if you'd like to do that now you re
invited.

Mr. COLLINS. Thank you, Mr. Chairman and Ranking. _Member
Rahall. It's a pleasure to join you agi on this, committee. It's also
a pleasure to have with us today the comnnssioner of the Depart-
ment of Roads from Georgia, Mr. Wayne Shackelford.



516

I had the pleasure of meeting Mr. Shackelford several years ago
when I was a member of the Georgia State Senate with Governor
Miller at that time.

I believe he's the best person to head up the Road Department
in Georgia.

We were all invited to a luncheon over at the Governor's Man-
sion to be introduced, and as one listening to him and his ideas and
his background and who is familiar with transportation and all
phases of transportation, and from the private sector, I told Gov-
ernor Miller he had made a great choice.

Mr. Petri, I appreciate the comments that you made last night
about also the Board, the Highway Board in Georgia, those mem-
bers who assist the commissioner in his efforts. They all are to be
commended. Georga is fortunate to have a commissioner such as
Mr. Shackelford. We are also very fortunate to have some of the
best roads in the whole United States of America.

Thank you, Mr. Chairman. I look forward to the rest of this
panel. Thank you.

Mr. PETRI. Would you like to proceed, Mr. Shackelford?
Mr. SHAcKELFoRD. I'd be delighted, Mr. Chairman.
Thank you very much, Congressman.
Mr. Chairman, members of the committee, I appreciate this op-

portunity to appear before you to discuss an issue critical to our
Nation's future--the financing of our national transportation pro-
gram.

When ISTEA was adopted, it represented a new vision for the
national transportation program, with both challenges and opportu-
nities.

ISTEA contains much to be applauded, but there are also critical
elements that need to be addressed.

One of the most critical elements it is Federal funding formulas
which penalize high-growth States trying to deal with rapidly-in-
creasing population and expanding economies such as my own
State of Georgia.

Georgia is a growth State but also a donor State, contributing
more to the highway trust fund than we receive in annual appor-
tionments and allocations, but we are not alone. More than 17
other States, many of which are high-growth States like Georgia,
find themselves in the same position.

Streamlined transportation efficiency program for the 21st cen-
tury, or Step 21, is a proposal of a coalition of 22 States, but would
not affect the Federal funding for emergency repairs, safety, re-
search and development, or funding for Federal administration of
the transportation program.

But Step 21 does recommend streamlining the more than 60
highway funding categories.

The four categories proposed by Step 21 Coalition: a national
highway system program that addresses the national interest and
provides basic funding to support the 160,000 mile NHS and its
connectors. This program safeguards mobility and economic bene-
fits for our State and our Nation, as a whole.

Secondly, a streamlined surface transportation program that pro-
vides flexible block grant program funding to the States, allowing
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them to respond to regional and local needs with less Federal over-sight.
Thirdly, an equity feature that assures all States receiving at

least 95 percent return on payments made to the Federal highway
trust fund.

Fourthly, an access feature that ensures adequate resources for
transportation in low population density large land area States and
in small areas, small population States. This will ensure support
for road systems essential for the national mobility, our economic
connectivity, and the national defense.

We cannot afford, I believe, to continue with outdated Federal
funding formulas that result in inequities like our State and others
are experiencing.

In 1994, Georgia contributed 3.65 percent of the revenues col-
lected and interest earned nationwide for the highway trust fund
but we received only 2.87 percent in national apportionments and
allocations.

Over the ten-year period from fiscal year 1985 to fiscal year
1994, Georgia experienced a shortfall of $1.13 billion in funding as
a result of the formulas used.

Other donor States suffer the same inequities. Step 21 represents
an attempt to address these shortcomings.

The GAO study of the highway trust fund distribution formula
published in November of 1995 indicated that the funding formula
used antiquated factors. Earlier GAO studies recommended chang-
ing the formula. ISTEA offers us the opportunity to address this

in Aireat transportation system in this Nation is a credit to you
and those that preceded you. You have an opportunity at this time
to build on that foundation of fairness and effectiveness.

I thank you for the opportunity to join you.
Mr. PETRI. Thank you.
Mr. Martinez?
Mr. MARTINEZ. Thank you, sir. I am Rob Martinez. I'm Secretary

of Transportation for the Commonwealth of Virginia.
Virginia hereby states its very strongest support for Step 21.
ISTEA provided a good foundation for transportation policy but

fell short in unfulfilled funding promises, formula inequities, exces-
sive regulations, and too meany categorical set-asides.

Let me focus on the main features of the Step 21 proposal. It is
in the national interest to ensure the integrity of the national high-
way system. While the NHS is not the only Federal interest in sur-
face transportation, it is perhaps the most prominent.

Step 21 provides increased program emphasis. Fully 40 percent
of apportionments would be directed to NHS. The NHS formula is
three-fold: one-third is based on the proportionate total public high-
way lane miles in each State; one-third is based on total vehicle
miles traveled in each State, to reflect intensity of use. In both of
these components, urban mileage and VMT receive a greater
weight. The third component of NHS is based upon total State-wide
diesel fuel consumption.

Another point: funding formula must be more equitable. Under
ISTEA, funds consider to be apportioned based on 1980 census
data, perpetuating distortions. Under the existing formula, Virginia
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receives $0.79 for every dollar in transportation taxes we send to
Washington. Missouri gets about $0.83, South Carolina gets about
$0.65. There is no justification for continuing such severe imbal-
ances in perpetuity.

Step 21 replaces the myriads of adjustments in the current for-
mula with a single 95 percent return guarantee to every State.
Nonetheless, there is a national interest in providing a funding
supplement to protect the basic highway systems in large land
area/low population, and small land area/low population States.

Step 21 would provide such States with an apportionment sup-
plement. States like Rhode Island, Delaware, New Hampshire,

orth Dakota, Idaho-they would be held harmless under Step 21.
Thus, we recognize that the needs of the Nation require that cer-

tain States-Virginia included-will remain donors; however, such
a donor condition must be at a reasonable level.

The transportation program must be simplified, with fewer cat-
egorical set-asides. The streamlined surface transportation pro-
gram, SSTP, would provide no-strings-attached funding so all
Sates can respond to their specific needs.

I stated that 40 percent of the Federal aid highway program
would go to the NHS. The remaining 60 percent would go to States
in amounts equal to the percentage of total payments from each
State to the trust fund for the most recent year available. The
funding would be transferrable among modes and between the
NHS and SSTP at State discretion, providing maximum flexibility.

Step 21 does not repeal the advances in State and local relation-
ships developed by ISTEA. It continues the current relationships
between the States and the large metropolitan areas within them.

One final point: transportation funding should be based on a user
fee philosophy. If the $0.043 gas tax currently credited to the gen-
eral fund continues to be assessed, it must be transferred to the
highway trust fund and used for transportation purposes.

The argument that this is going for deficit reduction is spurious.
it is simply subsidizing other general fund purposes. It breaks the
faith of a trust fund, which should be user fee based.

I urge you to direct that all transportation taxes be dedicated to
transportation purposes.

Thank you all very much for your attention.
Mr. fTRi. Thank you.
Mr. Dunphy?
Mr. DUNPHY. Thank you very much, Mr. Chairman. It's a pleas-

ure for me to be here before you. It's also my first time to testify,
and that's a dual pleasure.

I have submitted testimony which I delivered to Secretary Pena
on his first field trip in San Diego last month, and so I will only
attempt to summarize that which I said at that time.

Clearly, ISTEA provided many benefits when it was adopted, but
as time has gone by we have found some of the errors, etc., not the
least of which relate to the regulations that accompany ISTEA and
which the Federal Government exercises over the States in the uti-
lization of their funds.

We from California believe that the best way to avoid this Fed-
eral regulation is to substitute State oversight rather than Federal.
Quite frankly, we look also as to the value added of the Federal
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oversight. We feel quite competent in California to be able to de-
sign our freeways, to restore the strength of our bridges, etc., and
to allocate funds in a way that's a most useful and effective for the
citizens of California.

So we have proposed that we devolve all or most of the Federal
fuel taxes to the States; that is, discontinue the collection of those
Federal taxes, which effectively-I try to tell my friends there are
no such things as Federal taxes. They are all collected at the local
areas and sent to the Federal Government and then returned to us
with many not always helpful restraints.

We have characterized it as a 70/30 proposal, which would return
70 percent-or rather not collect 70 percent of the taxes that the
Federal Government currently takes from the States, retaining 30
percent at the Federal level for a variety of things.

We do recognize that the maintenance of the interstate system
is very important. Its capital cost has largely been expended. It
was completed. That is being celebrated by Rodney Slater at this
moment traveling around the country over that system, character-
izing and having a birthday party for its 40th birthday.

Capital cost is finished, and the principal activity now will be the
maintenance of that system, which is incredibly important because
you don't want to lose that which was constructed and brought to
use such economic vitality throughout the entire States.

But that 30 percent should then be reallocated both for the main-
tenance of the national highway.system, retaining a portion for re-
search and development-we think that role is important-safety
issues, emergency repairs, etc., relative to various negative aspects
of flood, earthquake, etc., that occur; and then the administration
of the system, but for a greatly-reduced Department of Transpor-
tation.

I will return to the concept of what is the value added of the De-
partment of Transportation and the Federal Highway Administra-
tion in the oversight of that which is performed very admirably and
very accurately at the State level.

We have some of the most competent engineers residing in our
various States that are quite good at interpreting specifications and
building systems to meet a Federal standard, and we have no prob-
lem with a Federal standard.

So, at any rate, many of the advantages that occur relate to in-
creased flexibility on the part of the States in the utilization of that
money, and I would like to add at this point that there is a bill
in the State legislature at this time which is reflecting our Admin-
istration's policy relative to devolving to the local cities and coun-
ties and regional governments those same authorities that we seek
from you, and that would return to the local areas the authority
and responsibility to program, plan, and implement their transpor-
tation programs.

This has the advantage of permitting the State governments and
the local governments of determining what their own needs are
particularly with transit and highway and commuter rail and
urban rail, and we recognize the differences between the States.
Some have, in the urban areas, much more need for transit consid-
erations.
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We want the local governments to be able to interpret that. We
do not believe that the State government is the beneficent posses-
sor of all knowledge, as we do not believe the Federal Government
is, relative to the States.

So as we ask you to devolve funds to us, we will, as well, devolve
area responsibility, etc., to our local governments.

So we ask your understanding of where the responsibility lay
and return it to us, if you will, please.

Again, I would just conclude by thanldng you for the opportunity
to be here. It's really fun to hear all of the variety of State interests
that you must deal with. It certainly will challenge the construction
of a new ISTEA formula, but I wish you the very best in doing so.

Thank you.
Mr. PETR. Thank you. Thank you all for your testimony and for

your prepared statements.
Are there any questions? Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
Mr. Dunphy, I agree with that last statement. It is interesting

to listen to the various State positions and try to comprehend the
challenges that each State represents as we get into this ISTEA re-
authorization.

Let me begin first, I guess, with the panelist with whom I march
side by side the most on this issue, I guess, and that is Commis-
sioner Daly, and reflect further on the level of effort that you men-
tioned in your testimony.

We do have a shared responsibility for transportation, as you
have noted in your testimony, and wat you said I think is basi-
cally what I've been saying here today and throughout my public
comments on the whole reauthorization process, and that is that
we should stay the course. But your level of effort was particularly
worthy of note.

You said It would not be entirely unreasonable to allocate some
percentage of Federal highway funds available to the States based
on the level of financial effort that the States, themselves, apply to-
ward their programs.

In effect, those States which spend more of their own resources
to address their highway and transit needs than others do may de-
serve to be rewarded in some way.

The study to which you referred-and you're accurate, it was
mandated by ISTEA-you have said that on a comparative basis
New York ranked, I think you said second nationwide, not counting
the District of Columbia as a State-

Mr. DALY. Yes, sir.
Mr. RAHALL. -in the amount of resources that it's directing to

transportation, and my own State of West Virginia ranks fourth, if
you're not counting, again, D.C. as a State.

I think it's also worthy to look at the Step 21 proponents that
are sharing the panel with you. Virginia, Mr. Martinez, ranked
18th; Califormia, Mr. Dunphy, ranked 36th; Georgia, Mr.
Shackelford, ranked 37th in this particular ranking of level of ef-
fort. Yet, these are the very States that want a bigger share of the
Federal pie.
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I guess I'd ask if any of you wish to respond to this. Mr. Daly,
if you have any further comments on rewarding States who make
this level of effort, using their own resources?

Mr. DALY. No, except again to clarify I suggested that that be
considered. Certainly the level of effort Is important. I think it's vi-
tally impor1ta t that each State recogize its responsibility.

As I said, we think that the highway system in this country-
which, by the way, is. rated as the best in the world and one of the
primary reasons that this Nation's economy has moved forward
and still is well above the economy of other Nations--has to be
maintained with the joint effort of the States and the Federal Gov-
ernment.

If a road ended at the State line, then it should be considered
a State responsibility. But I think one of the great acts of this Na-
tion of this century was the act of 1956 by Congress and the Presi-
dent which involved the Federal Government in the development
of an interstate highway system which has done magnificent thingsfor this country.I'm afraid tat if we move away from that joint responsibility

that structure will lose its consistency.
I think the Federal Government can give consistency to the r--

system, the highway system in this Nation, and therefor the L.
tinued involvement of the Federal Government is vital.

I also believe that need, basically need is the major criteria that
should be used in determining how much money should go to each
individual State.

All of the Federal grants, as I said before, are based in need. We
have five trust funds: Social Security, water, ports, aviation, and,
of course, the dedicated fund for highways. AU other trust funds
are-the monies are distributed by need. All five right now are dis-
tributed by need. Are we to walk away from need?

Take my State of New York. You talk about deficiency of bridges.
We have a deficiency of 61 percent bridges. Why? Because of the
number, first of all-mthe difficulty-we have 20 bridges into Man-
hattan, and those bridges, nine them, carry 1.4 million vehicles
a day-that's 1.4 million vehicles a day. That's a very costly system
to maintain, but it has to be maintained, not only for the sake of
New York but for the sake of the Federal Government, because
that one little section of Manhattan, about five square miles, sends
more money to Washington-I'm talking about the financial section
of New York City sends more money to-Washington than any other
five-mile area in this country.

Mr. RAHALL. Mr. Martinez?
Mr. MARTINEZ. Yes, sir. I would like to comment.
I would suggest that if we looked at another level of effort, which

is to say level of effort in transportation by States outside their
State--for example, level of effort in New York State or Massachu-
setts or West Virginia provided by other States, Virginia would
probably rank around the fifth or sixth contributing towards that
level of effort because of the way that the formula works.

I have a couple of points.
First of all, if you look at the GAO study that did come up-came

out at the end of last year--on alternatives for distributing Federal
funds, you will find that the GAO argues that, in fact, there is little

", ~EST.AVIAL COP
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relationship, a very poor relationship between actual need and the
way that the funding formulas are working.

GAO argues--anT, of course, It is driven by the basis on which
the formulas are determined-GAO argues--and this is a quote-"for major highway programs, the data underlined the distribution
of highway funds to the States are generally outdated, unrespon-sive to changing conditions, and often not reflective of the Nation's
highway system or its usage."

I might also add that my colleague to the left, Mr. Daly, has
made a couple of references to the so-called ',arvard"-the Moy-
nihan study. The only reason why a State like New York fares so
well in that study and a State like-and I don't want to be picking
on New York, per se, but they are the example that's here-the
only reason that they work out so well in that study is because of
the fact that you're including all Federal spending, not only grants
and aids to State and local governments, but also things like sala-
ries of Federal employees, Federal procurement contracts, and the
like.

Transportation is based on a user fee concept, and that user fee
concept says that the revenues in transportation should be dedi-
cated to transportation purposes.

These other factors that are included in these studies are not
user fees.

If you were to look at how much the Federal Government has to
subsidize the activities of State and local governments, Virginia, a
donor State for transportation, is a donor State with respect to
grants to State and local governments. In fact, Virginia is 51 out
of 51 in 1994 per capita Federal expenditures in grants to State
and local governments. I believe New York is about number four.

So I would contend that that study really is not-if you are look-
ing at transportation, it's user fee based. It is not an appropriate
basis on which to be making this kind of determination.

Mr. DALY. May I, Mr. Chairman, address the board with the
chairman's approval?

New York is not trying to make that point. The point we're mak-
ing in that is the fairness of the overall situation, the fairness.

If we are to distribute Federal funds in one area based on the
amount that a State sends to the Federal Government, then why
should we not, for fairness alone, do the same thing in every other
area?.

I note also that in their refutation of our point, m point on this
issue, that no one denies the $18 billion-plus that New York State
sends to the Federal Government.

Step 21's answer to that point attacks one part of the equation
and leaves the other section alone, which tells me they cannot re-
fute it, and I think it leads strength and credibility to our argu-
ment.

Mr. PETRI. Are there other questions of the panel? Mr. Baker?
Mr. BAKER. I hate to get in the way of a good political speech,

and nobody makes a better one than a person from New York-
Mr. DALY. Thank you, sir.
Mr. BAKER. -but Social Security is not based on need; it's-based

on per capita.
Mr. DALY. Excuse me, sir? I'm sorry?
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Mr. BAKER. Social Security trust fund is not based on need, it's
based on per capita. You draw it per person, regardless of whether
you're-

Mr. DALY. That's true.
Mr. BAKER. -a millionaire or a pauper. This formula is out of

date. It's based on population figures of 1980, not 1990. To a State
that's shrinking, that's good; to a State that's growing like Virginia
and California, that's bad.

Mr. DALY. Congressman-
Mr. BAKER. So this is not only not fair, it's not based on need.
Mr. DALY. Congressman, New York State does not take exception

to the fact that the census consideration should be changed. We're
not arguing that point at all. In fact, we-

Mr. BAKER. You think the 1916 postal route survey should be
used?

Mr. DALY. Sir, I'm saying that if your problem is with the fact
that they use a 1980 census-is that your problem? We feel that
should be updated. We think it would be fair to update that. We
have no problem with that, no problem whatsoever. I agree with
you, sir. That should be included in your deliberations in the
ISTEA reauthorization change.

Mr. BAKER. I just wanted to straighten you out on the trust
funds. They're not based on need, and neither is this one, and it
should be.

To Mr. Dunphy, let me just say, in the State of California we
have a very strange way of allocating transportation dollars. The
bills In the legislature never-I repeat this-never refer to a
project. There are no pork bills in California. We allocate the
money and it goes to an arcane body known as the California
Transportation Commission, of which Mr. Dunphy, our head of
Business and Transportation Agency now, used to serve. They ap-
portion the projects based on need.

There is a 60/40 split between southern California and northern
California because of the obvious bickering between the geographic
areas, and that is funneled in to CTC and they make the deter-
mination, based on the priority of the project. So we don't pork
within the State.

I think the same ought to occur at the Federal level. We ought
to have about 70 percent of the money stay in the State, appor-
tioned by the State based on their needs and priorities, not come
through this whistle and bell system known as the Federal bu-
reaucracy, which takes months, if not years, to get back to the
States, and requires things that you may or may not need in New
York and may or may not need in Georga. They're different.

And so for us to sit here and say 10 percent has to be spent on
a bike trail or 10 percent has to be spent on something else, you
may want more, you may want less, but it should be done by the
legislature, the governor, and the administrations of the various
States.

The other 30 percent, or whatever number we choose, should
say for the highway system, again apportioned by need. If we need
to build something in Wyoming, we ought to do it.

I support projects from all over the Nation while I'm on this com-
mittee and will continue to, so it's not a matter of pigging out, it's
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a matter that we have to update this system, and that's what the
gentlemen are saying.

I don't think just reshuffling the chairs on the "Titanic" are going
to do it. Give me my 95 percent back or give me 105 percent or
give me whatever. gat doesn't solve the problem of delay and ex-
cess bureaucracy and additional cost.

So we've got to split this baby between the needs of the Federal
Government to maintain the Federal highway system and the need
for us to get the money back into the State system.

Lastly, the $0.043 that was in the Clinton tax hike of 1993 has
to go back to the transportation funds just as the $0.025 that was
in the Bush 1990 career-ending tax increase went back to the
transportation funds in 1995.

Mr. Dunphy, can you add anything to this? Are you in favor of
separating the funds so that California maintains some, or would
you like to see it all come here and get 95 percent back?

Mr. DUNPHY. I really don't think I have to answer that question.
Clearly, keeping that 70 percent in the State of California does not
constitute adding or asking for a bigger share.

When we are able to spend money without the Federal oversight
and/or regulations, we do it much more efficiently.

I might add parenthetically that the requirement to do both
NEPA and SEPA documents is very unproductive and ineffective,
and It consumes great amounts of time, which is indeed money,
and therefore we lose-

Mr. BAKER. Can you do both those environmental documents at
the same time?

Mr. DUNPHY. When there is-no. They are almost always done
sequentially.

Mr. BAKER. Why?
Mr. DUNPHY. Largely because there are so many other agencies

that are necessarily folded into the process. If we could get ever-
body into the same room, we could conclude our issues very easily
without having to go back again and again for comment and-

Mr. BAKER. The only time we've been able to do that is after the
earthquake in southern California when we waived everything and
got them all in the same room, worked 24 hours a day.

Mr. DUNPHY. We did, indeed. The effectiveness of doing some-
thing in that kind of an environment-

Mr. BAKER. Let me suggest then that we need an earthquake
here.

Mr. PETRI. Mr. Collins?
Mr. COLLINS. Thank you, Mr. Chairman.
I just want to refer one question to the commissioner from Geor-

gia. I said a while ago he was the commissioner of the Roads De-
partment; he's commissioner of the Department of Transportation,
which includes all modes of transportation in Georgia, but we do
have the best highway system in the country.

But, Mr. Shackelford, the word "need" has been thrown around
a good bit by some members of this panel. Are you seeking change
and supporting Step 21 because of need or because of some other
reason? Does Georgia need the funds that they are sending up here
now because of growth, because of the fact that a lot of those peo-
ple maybe in New York have found God's country and are moving
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down there and stayinZ ? Or are you just here to say, "Well, we
ought to do this?" Does Georgia need these funds?

Mr. SHACKELFRD. Absolutely. There are two very distinct points
that Step 21 makes that this committee needs to add.ss.

One is the flexibility that Step 21 would provide with returning
to the States the decision-making that today is in over 60 different
funding categories. That's first.

And then, secondly, the fairness of the return of the dollars from
whence they were collected.

We need a strong national transportation initiative. It began ag-
gressively in 1956 with interstate system. It is the envy of the
world, but there is a great opportunity to make it better, and much
better.

One, focus on the national initiative, the national need; and then,
secondly, block grant the remainder of it to States and let States
and local governments, including the regional planning entities,
make those decisions and get the efficiencies.

We talk about local support. There are counties in my State that
are contributing more dollars to the transportation solution than
many States. The chart that is referred to today does not reflect
all of the local dollars that are being allocated to transportation.
The best decisions are being made at the local level.

This opportunity would enhance that activity by grouping to-
gether al those things that aren't a part of the national
connectivity and getting them back inside the States and let the
decisions be made.

But yes, Mr. Congressman, the need is there.
In. a State that is growing at such an enormous rate as is ours,

when we're working on 1980 census numbers and 1916 postal
routes, we are working with a system that needs improvement.

Mr. COLLINS. Thank you, Mr. Shackelford. And thank you, Mr.
Chairman.

Mr. PETRI. Mr. Quinn?
Mr. QUINN. Thank you, Mr. Chairman.
I want to apologize for being here a few minutes late and not

able to introduce Mr. Daly from the Em pire State of New York.
Commissioner, we appreciate your being here. Indeed, we appre-
ciate the testimony from all of our witnesses on this panel. I'm not
so sure we, appreciate all the testimony from the panels before.
They were just Members of Congress, right? We'll hear from them
later. We particularly enjoy hearing from all of you and some pan-
els later this afternoon.

Commissioner Daly mentioned the Bills in Buffalo, New York.
That happens to be my home town. If he can tell a secret here in
this town in this room the commissioner knows what the Buffalo
Bills stands for-those ietters--'Boy, I Like Losing Superbowls."[Laughter.]

Mr QJNN. I checked to make sure there weren't any media from
Buffalo here before I said that.

Mr. Chairman, thanks for putting together these hearings be-
cause I think what we've heard today and what well hear in the
coming months is very helpful to us as a subcommittee, as a full
committee, as a Congress when we make these important decisions
relating to ISTEA and funding in the coming year.
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I've only been here two terms now, and when I got to the Con-
gress I specifically asked to be on this committee because my pred-
ecessor, Hank Nowak from Buffalo, spent about 20 years on this
committee, on this subcommittee. In fact, I'd like to think that,
while we're different parties, Hank Nowak worked with Norm Mi-
neta from California and Bud Shuster from Pennsylvania in put-
ting ISTEA together the way we know it today. His staff still works
on the Hill, works with us closely to make sure that the decisions
that were made then, the framework that was put together, can
still work today and tomorrow and into the future. That's why
we're holding these hearings today.

I have to tell you all, though, and for the record, that when New
York State and its commissioner and its governor will be in town
later this summer to talk to us about the fact that a change or a
proposal could lose about $300 million for our State, that concerns
me. I think that whenever we're using outdated information we
need to update it. That's a given.

I'm a former town supervisor in upstate New York. I'm a big be-
liever in flexibility. I can tell you that probably a lot of those deci-
sions, as the speaker from Georga and California have already
stated those decisions are best made locally.

We have worked with our DEC on environmental issues, and the
best decisions are made locally.

I also though want to point out to you that a State like New York
has unique circumstances. A State like New York has unique
needs. Any of you who have traveled or read or watched travel over
all those bridges that the commissioner says go into Manhattan
will know that New York and New York City have unique situa-
tions and therefore unique problems.

You all know-I think you know-that when the Brooklyn Bridge
was built there were only 38 States in the United States. We've got
some unique infrastructure and some unique situations that will
take some unique problem solving.

I'm very hopeful, as we spend the next few months, Mr. Chair-
man and rankng member, and we look at funding level and we
talk about the need, as the gentleman, Mr. Baker from California,
talked about whether it's a need or a per capita situation, that we
are going to have to look at major cities and other places where
there are some unique situations.

I will not represent that New York State or any part of it is here
for a handout. We can talk about the level of effort. Mr. Martinez
points out that there are a couple of different studies that we can
cross-reference, which we'll do.

New York State isn't here for a handout when we know that in
New York State 3 percent formula personal income of the residents
of the State goes to highway and mass transit spending, $599 per
capital. The national average is $319. New York State is $599.

Now, there may be some other factors, as the gentleman, Mr.
Martinez, points out. I'm interested in looking at those other fac-
tors and will approach it with an open mind, but I want you to
know that I think that we're not here for a handout, that we try
our level best in New York State, and will continue to do that, and
we will continue to ask for fair hearing as we work with the other
members of the committee and the panel as they testify.
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I see that the light is on, Mr. Chairman, so I thank you for your
time.

Mr. PETi. Thank you.
Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
Mr. Dunphy, as I understand the proposal you're advancing, it's

similar to what Representative Kasich and Senator Mack are pro-
posing. That's what I call the "turn-back" proposal, the phase-out
of the Federal motor fuels tax with only a small amount retained
for things like maintenance of the interstate system.

Is that accurate in what you're advancing?
Mr. DUNPHY. Yes. That's accurate, sir. It is philosophically and

operationally similar.
Mr. RAHALL. I have some serious disagreements with that.
And I state to my colleagues on this committee and to everybody,

I have no problem at all in revisiting formulas and throwing out
some outdated information and updating, etc. That's not what I've
been opposing here today. I'm just opposed to dismantling a Fed-
eral high way system and a national interest in maintaining that
system.

I also fear that the NHS will not be completed and will not be
able to advance to intermodalism, as we all want to, if we're not

in to maintain that Federal system of continuing to build the
fS in this country.

In furtherance of the question I just asked, the Kasich-Mack pro-
posal would reduce the Federal gasoline tax to, I think, a couple
cents a gallon, or something to that effect. If that happens, am I
correct in understanding that there is some provision of California
law that would then allow a self-enacting increase in the State gas
tax when the Federal gas tax goes down so that the government
or no politician would have to have his fingers on raising the State
gas tax?

Mr. DUNPHY. We have in statute the ability to substitute $0.09
of the current Federal enactment.

Mr. RAHALL. Self-enacting?
Mr. DUNPHY. Self. It's on the books.
Mr. RAHALL. So your State gas tax is going to go up under this

proposal?Mr. DUNPHY. It can.
Mr. RAHALL. Self-enacting?
Mr. DUNPHY. Yes.
Mr. RAHALL. Okay. Let me ask Mr. Martinez a question.
Under Step 21, NHS funds would be apportioned using a formula

based on one-third proportion to public highway lane miles, one-
third total statewide vehicle miles, and one-third total statewide
diesel fuel consumption.

You've talked disparagingly about the current formulas and a lot
of mishmash and a lot of shenanigans and all that that goes into
that formula. My question is: under what you're proposing, Step 21,
what do these factors that I've just mentioned have to do with the
NHS at all? You're including all public highway lane miles, wheth-
er they're miles on NHS or not. These could be city streets that are
not even Federally-eligible for aid. So if the current formula is a
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bunch of shenanigans, how is the formula under Step 21 any much
of an improvement?

Mr. MARTNEz. Well, if you look at the GAO study that came out
at the end of 1995-in fact, I believe it was the second GAO study
on the issue-the Step 21 proposal for the formula distribution the
way that you would allocate the formula is, in fact, very closely
completely-well, almost completely consistent with the findings of
the GAO, that, in fact, these are the best determinants of "need"
in the State, so it's based on that that these factors were looked
at.

Mr. RAHALL. Let me repeat the question again. What does in-
cluding city streets in a formula under Step 21 have to do with the
NHS?

Mr. MARTINEZ. Well, first of all, NHS, of course, does go into
urban areas since there are urban areas-I mean, NHS highway
miles that are into urban areas.

What it does is it-the urban regions, it recognizes the needs
that are higher in urban areas because there is a slightly, I think,
higher allocation of distribution to the urban sections of the States
within the NHS formula, as determined by Step 21.

Let me point out one thing, which I'm being advised here, re-
freshing my memory. The fact is also that the States had a very
great role in determining the size, the amount of mileage of NHS
within the State boundaries, so it would be inappropriate nec-
essarily to do a distribution formula that was purely based on NHS
mileage since that would detract from States that went with a
leaner NHS strategy, like I believe California, I think, is in that
ranks, versus States that went for relatively high amounts of NHS
mileage. And so it would be unfair to those States which, for deci-
sions of their own, had gone forward with leaner NHS mileage
strategies to have it driven simply by NHS mileage.

Mr. RAHALL. Commissioner Daly, do you want to respond?
Mr. DALY. Could I add one thing on this report? First of all, let

me make a point that this report, which I have in my hand-I'll
read the recommendations--"Because the selection of a highway
apportionment formula is a judgment for the Congress, GAO is
making no specific recommendations."

But beyond that, on page 32 of the report, if I could I'll read just
one short part of it where it talks about the distribution of funds
based on indicators of need. "One possibility would be use the fac-
tors that relate to the State's actual needs such as State miles of
poor pavement, number of deficient bridges, etc. In this approach,
the State with the poorest highway conditions would be granted a
larger share of the funds than the State with better highway and
bridge conditions.

"However, a formula based on direct measures of need could
prove problematic. The use of actual needs can foster a perverse in-
centive by potentially encouraging the States to permit their high-
way infrastructure to worsen."

Gentlemen, that's why I said before that two criteria should be
considered: one, need; second, State effort. My interpretation of this
report is that that might be a good way to go.
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Mr RAHALL. Wayne, let me ask you a question. We have been
friends for a number of years. We ve toured projects together in
Georgia.

Mr. SHAcKELFORD. Right.
Mr. RAHAuL. I appreciate the hospitality that you've shown me

over the years.
We also tried to be helpful in helping you prepare for the Olym-

pics.
Mr. SHACKELFORD. Yes you have, sir.
Mr. RAHALL. rm sure that's a major headache for you in the next

couple of weeks. While we weren't successful in the NHS bill, you
were successful through the appropriation process here in the Con-
gress.

Let me ask you a point blank question. Why should I, as a rep-
resentative of the State of West Virginia, support Step 21?

Mr. SHACKExORD. I think if you recognize that Step 21 says first
there is a national initiative, a national need, a national system
that gives this Nation the connectivity it needs and deserves to
compete in a global environment economically, to protect the qual-
ity of life, and to provide a defense network, that ought to be pre-
served absolutely as a national commitment, a national effort
strong, powerful partnership between the Federal Government and
the States. It ought to happen. It's the miracle of transportation in
the history of mankind.

But all the categories that are in the ISTEA that stratify and
create the pockets, the boxes, the walls that hem us in, can be
eliminated with the block grant program to States.

And then, very honestly in 1991 you folks wrote into the law the
challenge for GAO to find out what was wrong with the way the
funds were allocated, and when 6 years have gone by we should not
fail to correct that problem.

So West Virginia ought to be absolutely concerned about what its
neighbors are doing in a national transportation initiative, and
then freed to do the things are outside of that national initiative.

Those of us who are growing so very, very fast need the benefit
of an updated set of factors.

Mr. RAHALL. I appreciate that response, and I don't think I've
said anywhere today that I am opposed to streamlining or that I
am opposed to updating or that I am opposed to revisitig for-
mulas. What I have saidis that I am opposed to this grab the Step
21 proponents are attempting to do, and I think that is what has
been my basic concern today, as well as concern for the Federal na-
tional highway system as we know it.

As I conclude my comments, Mr. Chairman, let me just say this
committee has often been described as the most non-partisan com-
mittee in the Congress, and that cannot be exemplified'more than
what we have seen today.

West Virginia has been the brunt of many-and I say "West Vir-
gia," not me, personally. I've not taken anything personally. But

est Virginia has been the brunt of some attacks or a nonpartisan
nature today.

[Laughter.]
Mr. RAHALL. And across philosophical lines, as well. I think I

said at one point that yes, we have good highways in West Virginia
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and we want more, and I think that could be said of every State
in this Nation. We don't surpass any State in the beauty or the
majesty of our highways or our engineering abilities. All the States
have tremendous roadways and are very proud of that. And States
in the past have, when they have men in appropriate positions in
the Congress of the United States, have taken advantage of that
fact and have secured as much for their States as they can.

West Virginia today is obtaining its fair share, yes, but I do re-
sent the accusations that we've been unfair to the rest of the Na..
tion in any way because that's not been the case.

We will continue to seek our fair share. I have not today, as I
have said, opposed much of the examination that has gone on, and
it's going to be very constructive to us as we struggle with the re-
authorization over the next months, years, whatever.

So, as I conclude, let me just say--well, I hope it's not years-
that I appreciate all of you testifying, and I think you know what
I'm saying when I highly compliment our system in West Virginia.
You know very well our former Secretary of Transportation, now
governor's chief of staff, Charlie Miller; our current Secretary of
Transportation, Fred VanKirk-individuals that I highly praise for
the work they've done over the years in our State of West Virginia,
too.

Thank you, Mr. Chairman.
Mr. DALY. Mr. Chairman, may I, with your indulgence, make one

last statement?
Mr. PETRI. Of course.
Mr. DALY. You know, Mr. Chairman, discussions of this type and

differences do tend to polarize us, but I want to make it clear that
New York State believes that ISTEA can be improved and that
changes can be made to it. All we're saying is that as we make
those improvements we ask you to look upon the needs of the dif-
ferent States.

With your good judgment and wisdom, I'm sure we will end up
with a program bill that will be even better.

Mr. PETRi. Thank ou. And thank you all for coming and sharing
your views with us. We appreciate it very much.

The last panel is John D. Niemela, who is the director of the
County Road Association of the State of Michigan.

As you know, your full statement will be included in the record,
and we look forward to your summary remarks.

TESTIMONY OF JOHN D. NIEMELA, DIRECTOR, COUNTY ROAD
ASSOCIATION OF MICHIGAN

Mr. NiEMELA. Thank you, Mr. Chairman.
My name is John Niemela. I'm the director of the County Road

Association of Michigan.
Mr. Chairman and members of the committee, I want to thank

you for the opportunity to testify before you today on the Federal
transportation distribution formula and how this formula impacts
local road officials.

The 1991 Intermodal Surface Transportation Efficiency Act was
innovative and gave States the ability to target and prioritize their
Federal transportation dollars. Because the funds were targeted
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and sub-allocated, counties were able to improve their liability, effi-
ciency, and safety of their transportation systems.

The Federal distribution formula was designed to provide a
framework combining those efficiencies with economic development.

The formula required a coordinated approach between local and
State governments. It also promoted the involvement of the private
sector innovative financing to achieve State and local objectives.

As you approach the reauthorization of ISTEA, please bear in
mind that its successes have been reached by balancing the needs
of the funding and the interests of various groups.

There are several proposals on how to improve ISTEA. The
County Road Association of Michigan has not endorsed any of the
proposals at this time; however, we do believe that the Federal dis-
tribution formula is critical to local implementation and planning
process for the next ISTEA.

The County Road Association would urge the members of the
committee to adjust the formula to provide more funding to donor
States-finishing up with the last speaker with you, Congressman,
on the donor State issue.

There are States losing money. The distribution formula dates
back to 1916, and, as you heard, the General Accounting Office
analysis shows the formula should be changed.

The Step 21 concept, as you heard, too, which guarantees a mini-
mum of 95 percent of the contribution is to Federal highway trust
fund, is an approach that has merit.

We also support the efforts of Congress to take the highway trust
fund off budget. This would give the States and local governments
predictable funding that more accurately reflects the return of Fed-
eral tax dollars.

We support efforts to give the States increased flexibility, along
with a reduction of categories, as long as local public officials have
joint decision-making provisions that are currently in ISTEA.

In addition, the ability to transfer funds among categories should
be made easier, with fewer restrictions.

The County Road Association of Michigan believes that these
changes should be adopted at the local level. Counties, cities, and
rural areas should be considered as equal partners in the reauthor-
ization of ISTEA. Many problems of the future will be local in na-
ture.

This requires that county government, both urban and rural, and
cities be consulted and treated as partners with State governments
in planning, funding, allocating, and other decision-making proc-
esses.

The surface transportation program should be continued, with a
goal of providing maximum funding to local governments with min-
imum interference.

We have concerns about block grants. A block grant approach to
transportation funding would not assure local governments that a
portion of Federal gas tax would be returned to them to fund local
projects. That's why we oppose turning the next Transportation Ef-
iciency Act into a block grant. Block grants do not guarantee that

local transportation needs will be addressed.
All that would be accomplished by turning ISTEA into a block

grant instead of local planning agencies debating with bureaucrats



532

here in Washington, they'd be debating with the bureaucrats in the
50 State capitals.

Regional priorities and local targets would change with each new
State administration and department director. Long-range plan-
ning could be jeopardized, and public safety could be endangered
by political decisions based on personal agendas. Safety must be a
major consideration in any transportation investment.

It is also a concern that States will use Federal funds to meet
ressing State transportation problems and ignore the needs of

road systems. Rather than develop a comprehensive transpor-
tation plan that will require an increase in their own fuel tax,
States may move to fund only State projects with Federal dollars
and fail to pass a needed State tax to support less-glamorous local
road programs.

We believe it would be better to establish a rural set-aside for
the surface transportation program for local roads functionally clas-
sified as collector or higher in those States with country road sys-
tems.

Furthermore, turning ISTEA into a block grant to expand and
improve State projects while ignoring local road systems will
threaten local maintenance and public safety.

The next ISTEA must continue to provide guidelines to ensure
funding has targeted priorities and long-range planning of at least
5 years are established, and that local involvement is maintained.

Local planning process, after all, is the truest form of devolution
in determining how State and local governments can work together
to meet transportation needs of the future. This partnership has
been the strength of the Federal distribution formula. It focuses on
the needs to set priorities and create efficiencies. The current ap-
proval process for local and State governments should be retained.

The County Road Association of Michigan requests that the ap-
proval authority currently allowed for larger MPOs be extended to
smaller MPOs in the rural areas, as proposed in H.R. 3227.

To summarize, Mr. Chairman and members of the committee, we
urge you to increase the funding for donor States, reduce the num-
ber of categories, provide greater flexibility and ease in transferring
funds between accounts at both the State and local level, and, most
importantly, maintain the current joint approval process between
the State and the MPOs, while extending this requirement to
smaller urban and rural areas.

In addition, we support maintaining the funding baseline for all
programs at no less than the current level authorized under
STEA, and we ask, when ISTEA is reauthorized, you consider

building on the fundamental ISTEA principles and the strong com-
mitments to safety of our motoring public.

A Federal distribution formula based on equal participation of
State and local officials would focus Federal dollars efficiently on
the most-pressing transportation problems.

Thank you. I'd be pleased to answer any questions you may have.
Mr. PgTRI. Thank you. We appreciate your coming and the obvi-

ous effort that went into your testimony.
Mr. Rahall, do you have any questions?
Mr. RAHALL. No, Mr. Chairman.
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Mr. PNm. Well, well be looking forward to working with youand with other State associations of road commisioners as wework on the bill, and hopefully we look forward to your commentson any drafts that we are preparing a little later this year.
Mr. NmuMA. We hope to do that.
Mr. Pri. Thank you very much.
Mr. Nimmi. Thanak you very much.
Mr. PE=. And with that this hearing is adjourned.(Whereupon at 1:56 p.m. the subcommittee was adjourned, toreconvene at the call of the (hair.J
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Mr. Chairman, I appreciate this opportunity to testify today on the reauthorization of

ISTEA. I would respectfully request that my statement be submitted for the record.

Mr. Chairman, as you know, I will not be here next year for the reauthorization of

ISTEA. However, as this issue of donor states is so vitally important, I have sponsored

legislation with Mark Sanford and Steve Largent to add fairness back to the system of

transportation funding to states.

The national highway system is In dire need of preservation and repair, and it is

important to give all 50 states their fair share of the Highway Trust Fund. Our

legislation proposes to calculate a state's apportionment from the Trust Fund based on

the percentage of total contribution to the Trust Fund.

This logic for this formula is very simple. The contributions from the states are a

collection of user fees and therefore, indicate actual and current usage of the roads.

This is a more equitable and honest way to approach highway funding in the future.

States receive back what they - the users of those roads - have put into the Trust

Fund. The current system of the minimum allocation (MA) "guarantees" a 90% return

on the dollar for each state. In all actuality, however, Oklahoma currently only receives

78 cents on the dollar. By computing the allocation to states by the percentage that

state contributes to the Trust Fund, we guarantee 100% return on a state's investment

for its highway system. This is a simple solution to a complicated, confusing and

extremely unfair formula system.

Over $2.26 Billion would be returned to the donor states, under our legislation. And

according to the Federal Highway Administration, over 95,000 full-time jobs could be

created in these donor states. My state of Oklahoma alone would gain more than 2,500

much needed full-time jobs.

In closing, Mr. Chairman, every state's infrastucture needs are important. We are trying

to determine the most equitable approach to meeting the needs of everyone. Our bill, I

think, proposes a fair solution. I hope this committee takes ideas, such as our bill, into

consideration during the ISTEA Reathorization next year.

Thank you for your time.
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CURRENT HIGHWAY FORMULA IS OUTDATED AND UNFAIR

July 11, 1996

HEARING STATEMENT

Chairman Petri and Congressman Rahall, thank you for holding today's
hearing on federal funding distribution formulas. This is an important issue
that deserves attention and serious consideration by this Committee.

Governor Lawton Chiles was scheduled to testify today about the
importance of this issue to the State of Florida. Due to a scheduling
conflict, he will not be able to testify today. He has asked me to formally
submit his testimony.

I am here today with my Florida colleagues, Congresswoman Fowler and
Congressman Mica to testify about an issue that is close to my heart and to
continue the effort begun by my predecessor, former Congressman Charlie
Bennett, to gain a fairer distribution of the federal highway formula.

Yesterday, I joined with many of my colleagues to express my support for
the ISTIA Integrity-Restoration Act which reflects the needs of our surface
transportation system for the 21st Century.

The bill addresses my concerns about the highway formula by ensuring
that the funds in the Highway Trust Fund flow back to those states with the
significant growth in motorists and in highways. It also ensures that all
states will receive 95* of the monies contributed to the Highway Trust Fund.

Most importantly, it preserves a federal role in transportation,
simplifies ISTRA's structure, and ensures that state and local officials and
groups will play key roles in the decision making process.

37-734 97-18
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This is clearly the time and place to revisit the formula issue. The
inequalities in the existing funding formula has led to an absurd situation
in which a majority of the Kao rs in the U.S. House represent states that
receive fewer funds than they send to Washington. It's time that those
states get their fair share of federal funds.

When the Interstate Highway System was under construction, the
fundamental principle that funding for the national system should come from
all motorists regardless of region, state, or city made sense because the
Interstate provided benefits to the entire nation. Construction of the
Interstate Highway System has now been completed. As a result, the rationale
for continuing the current outdated highway formula no longer makes sense.

Under the highway formula, Florida has received 80 cents for every
dollar sent to Washington since 1956. In Fiscal Year 1994, the amount
dropped to 73 cents. Is that logical? Does that make any sense? I don't
think so.
Florida has enormous transportation needs because of our growing population
and economy. My constituents want their tax dollars to be used to meet our
transportation needs so that Florida can continue to be the most attractive
place to live and visit in America.

The reauthorization bill must include a highway formula that is based
on current, reasonable, and appropriate factors. If it does not, I believe
that it will be very difficult to get the surface transportation program
reauthorized.

I urge my colleagues to support the ISTRA Integrity Restoration Act
which eliminates the winners and losers that exist under the current system -
it makes the system fair for all.

I look forward to working with my colleagues on this Subcommittee and
in the House on ways to address this serious problem.

Thank you, Mr. Chairman.
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Mr. Chairman, thank you for the opportunity to appear before this Subcommittee and present
the views of the Southern Governors' Association (SGA) and the State of Florida concerning
the federal funding distribution formulas for highways.

The Southern Governors' Association is a private, nonprofit organization whose mission is to
provide a bipartisan, regional forum for governors to help shape and implement national policy
and solve state and regional problems in order to enhance the region's competitiveness
nationally and internationally. SGA's nineteen members are the governors of: Alabama,
Arkansas, Delaware, Florida. Georgia, Kentucky, Louisiana, Maryland, Mississippi,
Missouri, North Carolina, Oklahoma, Puerto Rico, South Carolina, Tennessee, Texas, the
U.S. Virgin Islands, Virginia and West Virginia.

On March 18, 1996, SGA Governors passed a resolution urging Congress to reauthorize the
federal surface transportation program, to fully expend trust fund revenues generated from
highway user fees and to provide greater equity in the allocation of funds to southern states. A
.c~o-fthIs reso-ution,-which was approved by a 16-3 vote, is included with my testimony.

The Subcommittee is to be commended for holding this hearing on such an important issue.
My appearance here today serves to highlight two striking ironies associated with
transportation and the subject of this hearing.

First, on March 1, 1985, the U.S. General Accounting Office (GAO) was asked to look at the
formulas and factors used to apportion federal highway funds to the states. The GAO's
response to that request came in the form of a report dated March 1986 with the interesting
title of "HIGHWAY FUNDING - Federal Distribution Formulas Should Be Changed".
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This GAO report (GAO/RCED-86-114) was commissioned by am - when I served as the
senior U.S. Senator from Florida. As its subtitle clearly indicates, this GAO report strongly
suggested that it was time to update the, formula factors to more closely relate to today's
highways. Well ... I'm here my= &ter to echo that very same message

The second irony involves me as a representative of SGA testifying on an issue of
transportation funding fairness. For you see, the Southern Governors' Association was created
in 1934 to address a pressing transportation need of the time -- discriminatory rates for
transporting goods by rail. It is interesting that some 62 years later, southern governors are
still fighting to ensure that our nation's transportation system treats all states equitably

It may be worth noting that a large majority of the states in SGA are "donor states" -- whereby
they receive a smaller percentage of highway funding from Washington than they contribute.
Not only is the South disadvantaged from the current federal highway distribution formulas,
but so is an overwhelming majority of Americans -- since they live in donor states.

Now some will say that when the present federal transportation act, known as ISTEA
(Intermodal Surface Transportation Efficiency Act) was passed in 1991, it provided adequate
funding safeguards for donor states. Unfortunately for donor states, they were wrong. As the
accompaihying FHWA table FE-221 clearly indicates, in FY 1995 27soes got back lesthan
51.Q for every federal gas tax dollar sent to Washington and 17 states got back less than9
cents on the dollar. In fact, South Carolina - one of the SGA states -- only got 52 cents back
on the dollar! Some have said that the funding provisions of ISTEA were a matter of "give &
take." In this case these folks are light -- donors states "gave" and now we feel "taken"! The
time has come to address the valid concerns of donor states.

But the task before Congress during reauthorization will not simply be one of providing greater
funding equity -- important though that may be. Issues such as simplicity, flexibility and
streamlining should also be addressed during reauthorization. There re, the real job
confronting the next Congress will be to enact a federal highway law which learns from our
past, allows us to live in the present and prepares our nation for the future.-

Specifically, important questions concerning the federal role in highways and the level of
revenue required to support this federal role must be answered by our national leadership. As
I survey the federal reauthorization landscape, it appears to me that there are two current
proposals which seek to answer these questions in a constructive and thoughtful way. These
non-mutually exclusive plans, intended to benefit donor states and recipient states alike, are:

STEP 21 -Streamlined Tramportation Efficiency Program for the 21st Century
This plan was developed by a large coalition of state DOTs and was introduced in the
House of Representatives yesterday by Congressmen Tom DeLay of Texas and Gary
Condit of California. Known in the House as "The ISTEA Integrity Restoration Act",
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this legislation defines the federal role as the NHS (National Highway System) and
provides adequate funding to meet this national commitment by updating the
distribution formula while still maintaining a donor state - recipient state relationship.
For the remainder of the existing federal program, the STEP 21 proposal would
streamline the myriad of program categories into one consolidated category known as

the SSTP (Streamlined Surface Transportation Program). All the existing types of

activities would still be eligible for federal highway funding under the SSTP category.
Funding for the SSTP would be returned to the states in proportion to how much each
state pays into the federal Highway Trust Fund (HTF).

Turnback or Rollback
Developed in conjunction with a variety of interested parties, this proposal is being
spearheaded in the House by Congressman John Kasich of Ohio and in the Senate by
Senator Connie Mack of Florida. This plan identifies the Interstate Highway System as
the core federal responsibility in surface transportation. Phased in over a two or three

year period, the turnback concept would keep a portion of the existing federal gas tax
in order to adequately maintain the 40-year federal investment in the Interstate System.
The remainder would be decreased by the appropriate amount and states afforded the
opportunity to pass full or partial replacement gas taxes at the state level.

While the SGA has not yet taken action to endorse any specific legislative proposal, both of
these options seek to provide greater funding equity for donor states and create more

streamlined program structures. Existing state concerns, however, may make one option or

the other more attractive to individual states. Speaking on behalf of the State of Florida, we

are confident that either option would be a significant improvement over ISTEA.

Simply put, the time has come to deliver the real change promised in 1991 with the passage of

ISTEA. It is past time to provide a more equitable balance between federal gas tax collections

and federal highway funding and to simplify and modernize the federal highway program.

Lest we forget, when the Interstate Highway program began in 1956, there were 8 federal

programs, 6 of which were minor, General Fund programs. A "back-to-the-basics" approach
is needed to allow the flexibility needed for states and their local partners to meet their diverse

needs in order to facilitate the efficient movement of our nation's people and goods.

Mr. Chairman, I appreciate this opportunity to testify. As one Governor and as a member of

SGA, I look forward to the further debate which will take place, and the successful and timely

enactment of new surface transportation legislation next year. Thank you.
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Resolution Regarding the Equitable Allocation
of Federal Highway Funds

Sponsored by Governor George Allen of Vuginia
Approved on March 18, 1996

WHEREAS, the Intermodal Surface Transportation Efficiency Act ISTEA) of 1991 expires next
year, and

WHEREAS, accordin to the 1994 Federal Highway Administration (FHWA) publication edI
yStatstics M , 14 of the 17 states in the Southern Governors' Association receive back

a lower percentage of federal highway funding than their percentage share of payments into the
Highway Trust Fund; and

WHEREAS, it is critical that future methods of allocating federal transportation funds be more
equitable to, the Southern Governors' Association states than the formula used in the past; and

WHEREAS, discussions concerning the reauthorization of the federal highway program and the
equity of federal transportation funding have commenced and certainly will continue in the U.S.
Congress, the federal transportation agencies and with the President; and

WHEREAS, these discussions have included the preliminary examinations of various possible
ways of enhancing equity to donor states through such methods as rollbacks, block grants and
improved formulas;

NOW, THEREFORE, BE IT RESOLVED by the Southern Governors' Association:

That the Congress of the United States should enact, prior to the epiration of ISTEA,
legislation to reauthorize the federal surface transportation program that fully expends trust
fund revenues generated from highway user fees and provides greater equity in the
allocation of funds to southern states.

BE IT FURTHER RESOLVED that copies of this resolution should be dispatched to the President.
Vice President, Secretary of the U.S. Department of Transportation, appropriate congressional
committees and all Members of Congress representing southern states.

DISPOSMON.

Approved: James (AL)- Tucker (AR). Chiles (FL). Miller (GA). Patton (Ky), Foster (LA).
Fordice (MSI. Carnahan (MO). Hunt (NC Keating (OKI. Rossel 6 (PR). Beasley (SC).
Sundauist (TN). Bush (TX). Schneider (VI- Allen (VA.

Disapproved: Carer (DE) Glendening (MD) Caperton (WV).

Hall of the States, 444 Norh Capitol Street. N.W. a WaOington. D.C. 20001 e 202J624-4897 & Fax 202/624-7797

AJabana * Arlansas * 0elawre a Flots" * Georgia a Keatucky 0 LO isafa 0 Maryland 0 Mississp 0 Missoun e North Carohna e Okilahoi a
Puto Ato • South Carolina • Tennessee a Tsas a U.S. Virgin islands e Virginia * West Virginia
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COMPARISON OF FEDERAL HGHWAY TRUST FUND RCT ATTMUTAI.E TO THE STATES

AND FEDERA-AJD APPORTIONMENT AND ALLOCATIONS FROM THE FUND'
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Thank you for the opportunity to testify before the Surface Transportation

Subcommittee on the Federal Funding Distribution Formulas of the ISTEA

Reauthorization.

I am pleased that I am joined by Congressman Lee Hamilton, Dean of

Indiana's Congressional Delegation, and Dennis Faulkenberg, Indiana Department of

Transportation's Deputy Commissioner and Chief Financial Officer.

As the Interstate 1iighway System was being planned and constructed during

the 1950s and 1960s, it became necessary to use federal funds to plan and construct

an integrated system of highways from coast to coast. Decades later, the system is in

place and it is time that we refocus our goals and reevaluate how federal funding

should be distributed and utilized.

While new projects around the country are still being funded and constructed,

Indiana would barely have the resources to maintain its current system.

As all Americans do, Indiana residents pay a gas tax each time they pull up to

the gas pump. They faithfully pay the gas tax with the expectation that it will be

returned to improve and maintain Indiana's highways. However, the facts are that

Indiana only receives $ .82 for every $1 sent to the highway trust fund. Back in

1991 it was as low as $ .77. Meanwhile, some states are receiving more than twice

the funds they pay into the trust fund. This inequality has turned our country into

"have and have not" States.

For years now Indiana has waited patiently for the completion of the highway

system. Now that the focus is changing from creating to maintaining, it is time to

bring equality back into our highway system.
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In my district, the Hoosier Heartland Corridor has been in the works for over
ten years. This project is vital to the safety and economic future of Indiana. The
irregular, unfair system of returning funds back to the States has caused the delay in

the construction and progress of this worthwhile project, that will generate $3.40 for

every $1 spent to build it.

I have a copy here of the June 13, 1996, Pharos-Tribune Newspaper from

Logansport, Indiana, in my district. This highlights a bridge, a segment of the
Hoosier Heartland Corridor, that was successfully built two years ago. The problem

is that no road has been constructed to connect to the bridge. $2.5 million was spent

on constructing the bridge to nowhere.

I realize that the State's role is also crucial to this project. I have complete

confidence that the Indiana State Government, along with the Indiana Department of
Transportation, will continue to place a high emphasis on this project and properly

and efficiently utilize state and federal resources for the development of the Hoosier

Heartland Industrial Corridor.

The ISTEA Integrity Restoration Act, also known as Step 21, was introduced

in the House yesterday. This bipartisan legislation has been endorsed by 22 states. It

will provide for a flexible and streamlined program, while maintaining a strong

federal role in highways by adequately funding the National Highway System. The

equitable funding figures will benefit 43 states, and all 50 states will benefit from

increased program flexibility and regulatory relief.

The Federal government has an important role in our national highway system,

but it should be based upon reasonableness and fairness. As you continue to examine

the ISTEA reauthorization, I implore you to carefully consider the ISTEA Integrity

Restoration Act.
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Statement by
Congressman'Gary A, Condit

BefOre the
House Transportation and Infrastructure Committee

July 11, 1996

Good Morning.

I would first like to thank you, Mr. Chairman, for holding this hearing and applaud your efforts
in exploring this issue of great importance to Americans everywhere. With my great interest
in reforming government regulation and instilling fairness and common sense in our laws, I look
forward to this opportunity to delve deeper into the problems inherent in the structure and
administration of the Federal Highway Trust Fund and its many programs. America has one
of the best highway surface transportation systems in the world, but this is not to say that it is
absolutely perfect.. Rarely do we find a program that leaves no room for improvement.

As America moves into the 21st century, our transportation needs will change and our policies
must change to meet these needs. During the 20th century federal policy was designed to
promote the creation of surface transportation systems, and it has succeeded in establishing a
highway infrastructure that serves as a model to mnny other countries. Today, however, the
same policies are failing, not because they are poorly designed, but because they are outdated.
While the 20th century was about the creation of a highway system, the 21st century will be
about the maintenance of the highway system we now have. While there will still be some
highway construction, we will not again see the type of unprecedented large scale construction
that this century saw. This represents a fairly dramatic change in what our policies must aim
to achieve. Highway maintenance is not as simple and straightforward as highway construction.
Highway construction can conceivably be guided by a "one size fits all" federal policy, and it
was. All highways had to be constructed in roughly the same way and it is reasonable to hold
all to the same standards of safety, mobility, and economic development. During the next
century, however, the needs of each state will become quite diverse. Different states will face
different transportation needs and maintenance problems. As we look to the future, we must
reconstruct federal policy in a manner that embodies more flexibility so that states can effectively
deal with their diverse needs, such as mass transportation initiatives. While air pollution
reduction money may help California, it probably won't do much for Montana. Because of the
current federal *one size fits all" policy, Montana can't spend it's air pollution reduction money
on other transportation programs which may benefit the state. This is the type of policy that
must be reformed.

The Intermodal Surface Transportation Efficiency Act of 1991, better known as ISTEA, was our
nations first post-Interstate highway and transit program. It made some desirable changes in
federal surface transportation policies, but in some cases ISTEA went to far with its myriad of
prescriptive rules and mandates. In other cases, ISTEA did not go far enough, failing to
modernize the outdated federal funding allocation formulas. America needs to once again be
bold in shaping its vision for the federal surface transportation program.
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In my opinion, we must pursue a policy which accomplishes three things:
1) It must give states greater freedom to choose how they spend their money.
Under current law states can only spend certain funds on specific programs. This
severely limits their ability to cope with their unique needs and promotes
inefficiency and waste. We must move from a "one size fits all" policy to a
policy of reasonable self determination.

2) It must distribute funds more equitably so that large states receive the vast
majority of what they pay into the highway trust fund. Larger, more populous
states have greater highway needs and require more funding than smaller states.
However, we still must create programs to help low density, large land area states
provide efficient surface transportation.

3) It must simplify the funding procurement process through modernization of
Federal Trust funding formulas. This will propel Federal Highway Trust Fund
administration into the 21st century by meeting the funding needs and changing
the funding priorities to better reflect today's world.

I believe that to ensure a good infrastructure and fast, efficient transportation for the 21st century
we must bring some common sense back into the management of the Federal Highway Trust
Fund.

I am looking forward to this hearing to explore ways in which this can be accomplished. It will
require hard work to find good solutions, but we cannot let that deter us. We must not avoid
it merely because it is difficult. Without a doubt, we will find a solution. This hearing is the
first step in the right direction.
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TESTIMONY BY JOHN B. DALY
COMMISSIONER

NEW YORK STATE DEPARTMENT OF TRANSPORTATION
PRESENTED TO THE SURFACE TRANSPORTATION SUBCOMMITTEE

OF THE HOUSE COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
JULY 11, 1996

Introduction

I am John Daly, Commissioner of Transportation of New York State. I am
pleased to submit the following testimony concerning ISTEA Reauthorization:
Maintaining Adequate Infrastructure Federal Funding Distribution Formulas. New York
State Department of Transportation has responsibility for a $2.4 billion annual highway
construction program, a $1.3 billion annual transit operating and capital assistance
program, and planning, financing and oversight of rail passenger and freight, aviation,
and water borne transportation in the State of New York. Our State is currently
implementing a $23 billion, multi-year transportation financing package for both highway
and mass transit capital programs, with each mode receiving nearly $10 billion in
federal and state funds. Federal funds comprise about 40 percent of highway capital
spending in New York, while the federal share for transit capital improvements has
decreased to 25 percent under current federal funding levels. A recent USDOT report
mandated by ISTEA on the relative level of effort made by the various states to support
transportation with state and local funds concludes that New York's relative level of
effort to improve highway and transit facilities and services in the state is second in the
Nation. At $599 per capita in state and local funds for highways and transit, New York's
level of effort is 75 percent over the National average of $319 per capita.

I would like to share New York State's experience in implementing ISTEA with
the Subcommittee and offer our recommendations on principles to consider when
examining the ISTEA formulas used to distribute Federal Transportation funds.

Reauthorize ISTEA-Make a Good Law Better

In 1991 Congress struggled to define the Federal role for the post-interstate era.
The result - ISTEA - reflects a major change in surface transportation policy from the
previous Federal surface transportation policies which guided our nation through the
construction of the interstate system. Instead of the top down federally defined system
of the Interstate years, ISTEA returned the decision making authority to state and local
governments in a way that provides local flexibility while maintaining a Federal role in
transportation decision making.

While ISTEA is not perfect, states, local governments and regional organizations
have invested significant time and resources in implementing this landmark legislation.
As we continue to progress as a nation, we must improve and refine the Federal
surface transportation policy. However, we must also ensure that, as a nation, we
continue to strive to provide an integrated multimodal transportation system.
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Maintaining the basics tenants of ISTEA - shared responsibility for national
transportation Interests, encouraging public participation In the planning process and
the promotion of environmentally friendly Intermodal transportation projects - Is
paramount to this effort.

This landmark legislation overwhelmingly approved by bi-partisan majorities only
five years ago is providing America with the intermodal transportation needed to
effectively compete in the global economy. We believe that for the most part, ISTEA Is
working very well and that Congress should reauthorize the programs and formulas
embedded In the present legislation with minor changes needed to make a good law
better.

New York Is not alone in supporting the reauthorization of ISTEA along these
lines. In fact, these principles are embodied in a resolution signed by the
Transportation Officials of all eleven Northeastern States, Puerto Rico, and the District
of Columbia. These ideas of shared responsibility, public participation, and enhancing
the environment through intermodal projects is also reflected In the recent statement by
California of what that state seeks in the successor to ISTEA.

The Donor State Issue Is Irrelevant to the Reauthorization Debate

The donor state issue has everything to do with politics - - and nothing to do with
satisfying national transportation needs. While the Donor State issue must be
addressed as part of developing a political consensus, it should not be the centerpiece
of Federal Transportation Policy.

The system of ISTEA formulas for distribution of Federal funds represents a
responsible balance between addressing the individual states' relative transportation
needs and the relative amounts of Federal taxes contributed by each State. To destroy
this balance by ignoring the relative needs of the states and basing the apportionment
of Federal funds primarily upon the ability of each state to collect fuel taxes, as
advocated by the so called "Donor States" would be counter to the whole concept of
Federalism. Further, the highway program is the only Federal program which even
considers the revenue contributed by each state as a factor in distributing Federal-aid.

When California has an earthquake, or Florida has a hurricane, or the
Mississippi and Missouri Rivers flood and the affected states need funds to rebuild and
replace the damaged transportation infrastructure, the entire Nation addresses these
needs without regard to whether the taxes used were raised in the affected states.
Billions in Trust Fund dollars have been allocated on the basis of need to donor and
donee states alike. Similarly, where the funds are raised should not be a major
consideration in distributing funds to rehabilitate or replace deficient bridges, to keep
our National Highway system in good repair or to mitigate congestion and clean the air
in non-attainment areas.

For example, in response to the savings and loan crisis, the Resolution Trust
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Corporation was formed to help bail out depositors, but each state was not asked to
contribute according to the amount of dollars lost in that state. If such an approach had
been taken, the State of Texas alone would have faced costs of over $26 billion, while
t would have cost the New York State only $3 billion dollars. Under the federal system,
which allocates national resources to meet national needs, the taxpayers of New York
shouldered a significant portion of the problem in Texas.

A recent publication produced by the John F. Kennedy School of Government at
Harvard compares total Federal domestic outlays In each state (i.e., payments to
Individuals; grants to state and local governments; procurements; federal wages and
salaries; and others) to total Federal taxes contributed by the residents and businesses
of each state. The report shows that for 1994, many of the must vocal of the so-called
"Donor States" received far more in total Federal domestic outlays than their citizens
paid in all Federal taxes (including the fuel tax).

For example, Virginia was the beneficiary of almost $14 billion in excess Federal
funding. In contrast, states considered "Recipient States" by the advocates of returning
Federal fuel taxes to the State collecting them (e.g. New York, New Jersey and Illinois)
contribute far more in taxes than are ever received in Federal expenditures. New
Yorkers alone contributed over $18 billion in excess payments. The equitable treatment
of states like New York, New Jersey and Illinois by ISTEA does not begin to address
the negative balance of payments relative to the total budget which the are bearing.
When Congress discusses Donor States, they should be talking about these states.

In developing the legislation to reauthorize ISTEA, we hope that the Congress
will keep intact the Innovative and flexible programs established by ISTEA and preserve
or update the balanced system of formulas for the distribution of Federal-aid which
considers the relative needs of each state as well as their contribution of Federal
highway taxes to the Trust Fund.

I recognize that ISTEA is far from perfect and requires some adjustment to
consolidate overlapping programs and modernize some of the apportionment formulas
which have become out of date. To that end we propose the following modest changes
to ISTEA distribution formulas:

NHS and Interstate Maintenance Program

With the approval of the NHS and incorporation of all Interstate highways into
that system, it is logical to combine these two programs into a single program.
Presently, about 16 percent of apportionments are allocated to Interstate Maintenance
and 20 percent to the National Highway System Program. Given our priorities, I would
suggest that about a third of the federal apportionments should be devoted to the
combined NHS program. It is anticipated that a major portion of Bridge Program funds
would also be used on NHS bridges, bringing the minimum expenditures on the
improvement of the NHS to as much as 40 or 45 percent of total apportionments.
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The present formula for apportionment of NHS funds is based upon average
apportionments to each state during the 1987 to 1991 period an! should be updated to
reflect the relative condition and needs of the NHS In each State.

Surface Transportation Program (STP)

It is proposed to continue STP as currently structured with few or no changes. I
support continued set-aside for safety, enhancements, and urbanized areas. New York
State supports the flexibility to use STP funds as needed for highways or transit. It Is
proposed that about one-third of the amounts available for highway apportionments be
allocated to this important program. However, the apportionment formula based upon
the 1987 to 1991 federal-aid distribution must be updated to reflect current needs.

Highway Bridge Replacement and Rehabilitation Program

The success of the HBRR Program is evidenced by the 15 percent decrease in
the number of deficient bridges between 1990 and 1994 (from 111,200 to 94,800). I
propose to continue to devote at least 15 percent of the apportioned funds for this basic
program, plus a discretionary program funded at $100 million annually to take care of
major projects which cannot easily be handled by annual state apportionments.

The time-tested current formula based upon estimates of the relative cost of
replacing and rehabilitating deficient bridges in each state accurately reflects the
relative bridge needs of the states and should be continued, except that to conform with
most of the other formulas which guarantee each state at least 1/2 percent minimum
apportionment, consideration should be given to increasing the 114 percent minimum
included in the bridge formula to 1/2 percent.

In addition, the current Bridge Program distribution formula imposes a 10 percent
maximum limitation on any state's Bridge apportionment. This is the only categorical
program that imposes such a limitation, regardless of needs, and only New York and
Pennsylvania are adversely affected by this arbitrary limit. Without this cap, New York
State would be apportioned 16 percent of Bridge Program funds. In Manhattan alone,
there are 20 bridges linking the island to the rest of the world. The oldest was
completed when there were only 38 states. Each day, those bridges carry 1.7 million
cars. Almost one-half million of those trips are interstate in nature. There are 24
states that have less than 1.7 million cars registered in their entire respective states. I
would ask Congress to raise the bridge cap from 10 percent to 12 percent so that
Federal funding can more nearly approach meeting New York's enormous bridge
rehabilitation and replacement needs.

Interstate Reimbursement Program

The Federal-aid Highway Act of 1956 which provided the first funding for
construction of the Interstate System, directed the Bureau of Public Roads to determine
the cost of reimbursing States for construction of highways incorporated into the
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Interstate System that were completed or under construction prior to June 30, 1957.
The study Identified 10,859 miles of highway construction valued at $5 billion in 47
states which were eligible for reimbursement. The replacement cost in 1991 dollars
was almost $30 billion and ISTEA established a 15-year schedule to repay the
contributing states the amounts that were advanced by the states for construction of
Interstate Highways. The Interstate Reimbursement Program is a debt that the Federal
Government must repay. If New York and other states had not built significant portions
of the Interstate System out of their State treasuries, we would not be celebrating the
completion of the Interstate Highway System on the 40th Anniversary of the Interstate
System this year. Instead, we would still have some $30 billion worth of Interstate
Highway projects awaiting Federal funding. We have patiently waited forty years for
payment of the Federal share of state highways donated to the Interstate System. I
urge Congress to adhere to the 15 year repayment schedule initiated In ISTEA and not
default on this Federal debt to the states.

Congestion Mitigation and Air Quality Improvement Program (CMAQ)

We face the dual problems of congestion and pollution, but we are finding they
can often be tackled simultaneously. Despite impressive improvements in air quality
achieved over the last few years, there is still a need for improvement of air quality in
the many urban areas that have not yet achieved the required levels of attainment.
There is also a need to continue funding for the maintenance areas that have come into
attainment since 1991 to insure that they do not fall back into non-attainment. In
addition, traffic congestion is rapidly increasing and is contributing to air pollution in all
urban areas.

The CMAQ program should be continued and expanded. The eligibility to
include the cost of establishing or operating traffic monitoring, management an* control
facilities which will address congestion in non-attainment areas that was included In the
NHS Designation Act must be broadened. USDOT estimates that as much as two
thirds of the capacity the we will need in our Nation's most congested corridors can be
provided by Intelligent Transportation Systems at one quarter the cost of normal
construction. Expanding the use of CMAQ funds to deploy ITS technology and other
congestion mitigation techniques in attainment and non-attainment areas alike can help
prevent the deterioration of air quality in all urbanized areas.

We would suggest updating of the present CMAQ formula which is based upon
the population and severity of pollution of 1991 non-attainment areas to reflect:
population and severity of the areas which are still in non-attainment; the population
and a reduced severity factor for present maintenance areas; and population of all
urbanized areas.

Equity Programs

Minimum Allocation
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There are currently four separate Minimum Allocation programs to address the
balance between the estimated amount of taxes and fees that are collected In each
state and the amount of Federal Highway funds allocated to each state. These
Minimum Allocation programs are part of a negotiated package inserted Into the
legislation in order to get closure, and pass the bill. Minimum Allocation serves an
Important political function. Minimum Allocation does not address needs or serve a
transportation function. We recognize the political necessity for Minimum Allocation,
but we question the wisdom of having four separate Minimum Allocation programs. I
urge Congress to consolidate and simplify the four Minimum Allocation programs into a
single formula calculation that maintains the increase from 85 percent to 90 percent
minimum allocation established by ISTEA.

In celebration of the 40th Anniversary of the initiation of the federally funded
Interstate Construction Program "The Road Information Program" published tables
comparing the condition of Interstate pavements and bridges in each state. Despite a
massive level of efforts by New York to correct deficiencies, because New York has
some of the oldest sections of the Interstate System (many pre-dating the initiation of
the Interstate Program) the percentage of our Interstate pavements and bridges rated
"poor" and "deficient" are well above national averages. In considering relative national
transportation needs, it makes little sense to be reallocating scarce federal
transportation resources from New York to states like Georgia, which reports only 5
miles of their 1242 miles of interstate pavements in "poor" or "mediocre" condition or to
Flodda, which reports only eight of their 1776 interstate bridges as "structurally
deficient."

Hold Harmless

Hold Harmless is a different equity program. It is designed to buffer the effect of
radical changes in Federal funding policy on State Highway program budgets. The
ISTEA Hold Harmless formula provides additional funding for states whose share of
apportionments and allocations were decreased by the provisions of ISTEA. The
calculation of apportionments compares each state's ISTEA apportionments and
allocations with average apportionments each state received in 1987-1991. We
recognize that continuation of such a formula is hard to justify. However, abruptly
ending the Hold Harmless program will have a devastating effect upon those states who
currently depend on payments under this program. If Congress elects to discontinue
this program, I urge that consideration be given to gradually phasing out the program
over the course of the Reauthorized ISTEA.

Summary

The federal/state/local partnership forged by ISTEA works in New York State. It
helps us move goods and people safely and efficiently, and helps us compete in the
global marketplace. ISTEA provides a responsible balance between addressing the
individual states' relative transportation needs and contribution of taxes contributed by
each State. I urge Congress to reauthorize ISTEA and make a good law better.
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TESTIMONY ON STEP21 - "ISTEA INTEGRITY RESTORATION ACT"
SUBCOMMITTEE ON SURFACE TRANSPORTATION

FEDERAL HIGHWAY FUNDING FORMULAS HEARING
CONGRESSMAN TOM DeLAY

July 11, 1996

INTRODUCTION

The formulas we use today to distribute federal highway funds to the states have
broken down alongside the road. As our nation speeds into the 21st Century, those
formulas force state departments of transportation to steer the development of our
nation's transportation system with both hands firmly grasping the rear view mirror.

In response, yesterday my colleague, Mr. Condit, and I introduced "The ISTEA
Integrity Restoration Act." This legislation accomplishes four primary objectives:

* Funds the National Highway System as the key federal responsibility.
* Simplifies and makes more flexible the federal highway program.
* Updates the antiquated federal funding distribution formulas.
* Equitably balances the amount of federal gas tax dollars collected from each state

with the amount of funding each state receives back from the federal Highway Trust
Fund.

When enacted, our proposal will at last focus our Nation's surface transportation
programs on the 21st century. State DOTs can finally let go of the rear view mirror and
get their hands firmly on the steering wheel.

FOCUSING FEDERAL RESPONSIBILITY

Last year, this Congress designated 163,000 miles of our nation's most important
highways as the National Highway System. When that system was established in
ISTEA, we said it would be:

an interconnected system of principal arterial routes which will serve major
population centers, international border crossings, ports, airports, public
transportation facilities, and other intermodal transportation facilities and
other major travel destinations; meet national defense requirements; and
serve interstate and interregional travel.

As established, the National Highway System was to include the entire Interstate
system, other urban and rural major highways, and other highways connecting that
system to major ports, airports, and other intermodal transportation facilities. We have
identified 29 corridors as highway corridors of national significance and directed that
these high priority corridors be included on the National Highway System to further



556

serve the travel and economic needs of the nation and improve the efficiency and safety
of commerce and travel.

The purposes of the National Highway System -- interstate and international commerce,
national defense, and the safety and mobility of our people - are the basic
responsibilities of our federal government and should be our priorities. This network of
major highways connects our population centers and links essential hubs of production
to expanding world markets. The NHS must serve Americans in every state, and must
allow the American people and the products they produce and need to move efficiently
through every state. Some states with low population density will require assistance
from the funds derived from federal highway user fees paid by those in larger, more
populous states.

The ISTEA Integrity Restoration Act maintains a strong National Highway
System to guarantee consistent mobility and economic benefits for all states and the
nation as a whole.

SIMPLICITY AND FLEXIBILITY

As America enters the 21 st Century, and encounters the many challenges and
opportunities that it will offer, our nation needs a streamlined federal surface
transportation program that will position its citizens and economy to respond well to
this dynamic new era.

The ISTEA Integrity Restoration Act consolidates various existing federal
highway programs into two simple ones: the National Highway System Program and
the Streamlined Surface Transportation Program.

Our bill continues the eligibility of all current ISTEA activities, but gives state
and local transportation officials the responsibility and authority to decide on what,
when, where, and how much to spend to meet their diverse transportation needs. Too
often state DOTs have a surplus in one category and inadequate funding in another
because the federal government has decided it knows better than the state what its needs
are.

In sum, the ISTEA Integrity Restoration Act provides for a more streamlined,
responsive, and flexible surface transportation program that reduces the prescriptive role
of the federal government. This will ensure that states -- working together with their
local partners - can respond to their own needs with individual solutions, instead of
being limited by the current array of "one-size-fits-all" federal requirements.
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UPDATING FORMULAS

Since ISTEA went into effect, only Interstate Maintenance Program funds are
distributed to the states based on the extent of the highway system supported and the
wear and tear on those highways. For other programs, including both the National
Highway System funding program and the Surface Transportation Program, neither
state's population, the size of the system of highways and bridges, nor the number of
people or tons of freight moving across a state's highways has made any difference in
the share of federal-aid highway funds it receives.

Instead, each state's share of these funds today is determined by the share of all
highway funds that state received between 1987 and 1991. And the share of all
highway funds a state received between 1987 and 1991 was determined in part by that
state's population in 1980, nearly twenty years ago. Other factors in determining the
1987-to-1991 share include the size of the state's highway system during that period and
the traffic that system carried. Perhaps the most irrelevant factor is the number of rural
postal delivery miles in the state - a measure the Post Office quit using more than 40
years ago! These formulas penalize states that are home to increasing numbers of
Americans and dramatically increasing traffic.

In its 1995 analysis of highway funding formulas (Highway Funding:
Alternatives for Distributing Federal Funds, GAO/RCED-96-6, pp. 4-5), the General
Accounting Office reported:

The formula for apportioning federal highway funds among the states
derives from a complicated set of calculations involving consideration of 13
specific funding categories. In some cases, these complex calculations can
prove to be an essentially meaningless exercise...

A further concern ...is that irrelevant or outdated factors underlie the
funding calculations for certain programs. GAO reported in 1986 that two
of the factors that underlie certain key decisions about apportionment --
postal road mileage and land area -- were irrelevant to either the extent or
use of the modern highway system. ISTEA restructured the major highway
programs, but the states'funding for the two largest programs -- the
National Highway System and the Surface Transportation Program ...
remains linked to these irrelevant factors.

The ISTEA Integrity Restoration Act's system of apportionment is objective,
simple, and free from the obsolete characteristics of the current federal funding system.
It is based on relevant factors such as the size of the public highway system in each
state, the number of vehicle miles traveled, and the amount of diesel fuel purchased. In
other words, factors that demonstrate where highways are actually being used.
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FAIRNESS AND EQUITY

The ISTEA Integrity.Restoration Act also creates an objective, simple method of
distributing highway funds among the states that strikes a more equitable balance
between the contributions paid by each state's motorists and the funds returned to that
state. Our bill establishes the following two programs:

" An Equity Program which ensures that all states receive at least a 95 percent return
on the payments made to the federal Highway Trust Fund. Ideally, the NHS
Program and SSTP would provide more than a 95 percent return for all states. If
not, the Equity Program would ensure this 95 percent return level.

" An Access Program which ensures an adequate level of resources for highways in
large land area, low population density states and in states with small land area and
low population density. This would help provide the road systems that are urgently
needed for national mobility, economic connectivity, and national defense.

CONCLUSION

The upcoming surface transportation reauthorization process represents an
opportunity to prove our commitment to creating "the new wealth of the Nation" talked
about in ISTEA. We can free up the creativity and sk'll of the states to respond to the
challenges of moving people and goods more efficiency in a global economy.

The DeLay/Condit ISTEA Integrity Restoration Act is not a radical departure
from ISTEA. It builds nn traditional partnerships while modernizing federal aid
formulas that are inadequate to meet the mobility and economic development needs of
the next century. This Act strikes the appropriate balance between the national interests
in highways, and the rights and responsibilities of each state. I hope this Committee
will look favorably upon it in the months to come.

Thank you.
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Mr. Chairman, I am pleased to be here today with my distinguished
colleagues from Florida to discuss the issue of funding formulas.

As you know, my assignment to this Committee started with this
current Congress. One of the first things I discussed with this
Committee leadership, was the need to address the funding formulas
under ISTEA.

As the representative of a "donor state," I am acutely aware of the
shortfalls experienced in my state due to the current funding
formulas. Florida has received a mere 73 cents for every dollar sent
to the Highway Trust Fund since 1994. This shortfall of 27 cents is
devastating to the transportation infrastructure and needs of my
state. Its impact Is best illustrated in comparison with other states.
Although Florida ranks third among the states in population growth,
third in terms of vehicles, third in terms of vehicle miles traveled
and fourth in terms of population, the state ranks a dismal 47th in
terms of receipts from the Highway Trust Fund.

Not only would a shortfall of this size hurt any state, it is particularly
devastating to Florida for two reasons. First, Florida is a growth state
ranked third nationwide for population growth since 1990.
Increased population means increased transportation needs. We
simply cannot continue to send revenues generated within the state
to other states when our own needs are so apparent and growing
daily.
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Second. Florida is host on a daily basis tomillions of tourists. We are
held responsible for providing transportation infrastructure for these
visitors yet cannot retain control over the users fees. or taxes.
collected from these visitors.

Mr. Chairman, the current funding formulas have to be changed. If
Florida were the only state so disparately treated, maybe this would
be a futile issue for my colleagues and I to pursue. But application of
the current formula results in almost half of the states being donor
states. While most of us may agree in the need for maintaining an
interstate highway system, a formula that leaves half of the states at
such a significant disadvantage simply must be changed.

I look forward to working with the Chairman and this Committee in
addressing this shortfall and providing a more equitable distribution
of these precious federal highway dollars.
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July 11 1996

The Honorable Lee H. Hamilton
Testimony before the Subcoomittee on Surface Transportation

Hearing on ISTIA Reauthorization and Federal Funding Distribution

Mr. Chairman, thank you for the opportunity to testify on the
distribution of federal highway funding among the states. I am
appreciative that your subcommittee is giving careful consideration
to this. This is a very timely issue. Your subcommittee has before
it a formidable task in the writing of an Intermodal Surface
Transportation Efficiency Act (ISTEA) reauthorization bill. Part of
that task includes addressing the inequitable allocation of federal
tax dollars.

I am from Indiana. Indiana is a donor state. For each dollar
Hoosiers give into the highway trust fund, we receive only 85 cents.
We feel strongly that there can be a more equitable distribution of
federal highway funds.

Infrastructure investment is essential to economic development
and quality of life. It helps businesses grow and expand, and it
means more jobs. Without a sound infrastructure in all of our
states, the U.S. will find it increasingly difficult to maintain our
high standard of living and competitive edge internationally.

Yet while our infrastructure needs continue to expand, public
investment in recent decades has fallen short. I do not agree with
cuts in infrastructure spending. They are shortsighted.

How do donor states get a fair return?

The solution is the ISTEA Inteurity Restoration Act, also known
as STEP 21. This bill will ensure that all states receive at least
a 95 percent return on the payments they make to the federal trust
fund. It is not in the best interest of our nation to have
complete, wsll-built roads and bridges in some states while other
states have dilapidated infrastructure.

Mr. Chairman, as your subcommittee prepares to write an ISTEA
reauthorization bill in the next Congress, I urge that you and your
colleagues think of the donor states and their citizens. We deserve
our fair share of federal highway funds and the ISTEA Integrity
Restoration Act will ensure we do.
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Thank you, Mr. Chairman. I appreciate the opportunity to testify today regarding the
reauthorization of ISTEA and the federal funding distribution formulas.

Every time our nation's taxpayers pull into a gas station and fill up their cars, they send
money to Washington to build new highways and maintain our current road system. Hoosiers
paid $412 million into the fund - collected a few pennies at a time as a 12-cent-per-gallon tax on
gasoline pumped in Indiana -- in the last year for which we have complete figures.

Indiana. however, only receives 82 cents of each dollar we send to Washington. Jn fact,
since the Highway Trust Fund started collecting taxes in the mid-1950s as we began building the
Interstate Highway System, Indiana has paid $7.1 billion into the program, and we've received
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only 56.25 billion. liother word Indiana has paid S8O million mor into the Highway Trust

Fund than wWv received

Indiana is not the only donor stat however, there am 23 additional a Which

contribute more to the highway Trust Fund than they recev Now'that the Interma System is

,w i for donor states to recee &better return on their nvestmme.

The "ISTEA Restoration Act,' of which I am an original cosponsor, corrects this

inequitable formula. In addition to a National highway System Program, a Streamlined Surfac

Transportation Program, and an Acces Program, this Act proposes an Equity Program to ensure

that all states receive at least a 95% return on the payments made to the fedenl Highway Trust

Fund. Ideally, the National ithway System Program and the Streamlined Surfce

Transportation Program would provide more than a 95% return fr all states. If not, the Equity

Program would emure this 95% return level.

This legislation strongly apr a deal surface transportation program that icud a

much mor equitable balm between paymts made to and m receive fom der

Highway Trust Fund. However, there Is ao recognition that states with la land areas AM

low population densities will conwm to need additional assistance in provide the road

systems ta am urgently needed fr national mobity, economic connectivity and defense.

Under this Act, appoionmns of federal highway finds to the sa would be o*ctve,

simple, srht.war a ved from the obsolete of the current deral fuin
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Donor states like Indian would finally receive their ir share aft year of contributing

to the Highway Trust Fund. Tha increased funding would g6 a Ion way in allowing states

to achieve infrtructure goas appropriate to their needs and localities.

As we look towards th'reauthorint of ISTEA, I would encourage you to srious

consider the proposs outlined in the ISTEA Restoration Act.' I believe it provides fair,

flexible, streamlined respne to our nation's inf c needs.

Thank you, Mr. Chairman
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Dennis E. Faulkenberg
Deputy Commissioner and Chief Financial Officer

Indiana Department of Transportaion

US HOUSE OF REPRESENTATIVE

TRANSPORTATION AND INFRASTRuCTuRE COMM =ITE

SUBCOMMTE ON SURFACE TRANSPORTATION

JULY 11, 1996

Thank you Mr. Chairman and Members of the Subcommittee. I appreciate

having the opportunity to share with you the State of Indiana's position on the

reauthorization of ISTEA, and specifically, the highway funding formula issue.

The enactnent of the Intermodal Surface Transportation Efficiency Act in 1991

promised improvements in the distribution of funding among states to address the

mounting discontent of the donor states. With ISTEA's rather convoluted combination

of programs to attempt to provide states a more equitable return, we were promised

great gains in the funding equity challenge. However, we now see that the attempt to

achieve equity was for the most part, a dismal failure. Every donor state pre-ISTEA,

remains a donor state today, having gained little or no ground in receiving a fair rate of

return. In the State of Indiana, Hoosiers only see 82 cents retuned to our highways

for every dollar we send to Washington in our Highway Trust Fund contributions.
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Out of the discontent of the highway donor states, grew an effort in which my

state has been very involved during the past two years, the STEP 21 Coalition. As we

worked to develop a program structure and funding formulas which lend themselves to

our goal of equity, we developed a program proposal for the next ISTEA which is also

attractive to maiy non-donor states.

The result of this effort is the STEP 21 program. STEP 21 is an acronym for

"Streamlined Transportation Efficiency Program for the 21st Century." The STEP 21

Coalition includes nearly all donor states in the nation and three non-donor states, for a

total of 22 states. Also active in the STEP 21 Coalition are 16 other states from

throughout the country, who are considered "active observers" of the coalition. In

total, these 38 states have been full partners at the table in the development of these

program proposals.

The STEP 21 approach for reauthorization is simple: it builds on the progress

made in ISTEA, yet, it streamlines the multitude of current programs into just two:

- National Highway System (NHS)

-Streamlined Surface Transportation Program (SSTP)

The NHS would receive 40% of total funding, while the SSTP would be

allocated theremaining 60%.
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Our program would retain the eligibility for all current eligible ISTEA

activities, preserve the funding set-asides for areas over 200,000 population, and

preserve the transferability provisions included in ISTEA.

Formulas for the two programs would be simple, logical and technically sound.

The NHS formula is based on 1/3 public lane miles, 1/3 vehicle miles travel, and 1/3

diesel fuel consumption. These factors address the size and use of a state's highway

system, as well as the damage caused by trucks. The Streamlined Surface

Transportation Program (SSTP) would allocate funding to states based on each state's

contribution to the Highway Trust Fund; in other words, a dollar in, dollar out basis.

STEP 21 also provides for an access program in the formula structure to give

low population large land area states adequate funding, as well as that same protection

for small eastern states. Finally, it guarantees that each state receive at least a 95 per

cent return on its contributions to the Highway Trust Fund.

As we began this process, the STEP 21 Coalition debated long and hard about

what the Federal role in transportation should be, if any. After, much debate we

decided that there is a necessary and important Federal role in transportation. That

role is the keystone of the STEP 21 program: a well funded National Highway

System, with other program components being built around it. However, the
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frustration is great among the states who arm tired of sending their highway funds to

Washington, only to get back 75 to 80 cents of each dollar sent, as well as those states

who so desperately need the program simplification that STEP 21 offers.

We look forward to working with you in addressing these concerns and other

issues that arise in the reauthorization debate over the next 18 months. Thank you.
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THE HONORABLE TIM HUTCHINSON

COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE

SUBCOMMITTEE ON SURFACE TRANSPORTATION

JULY 11, 1996

THANK YOU MR. CHAIRMAN. BEFORE I BEGIN I WOULD LIKE TO COMPLIMENT
AND ASSOCIATE MYSELF WITH THE TESTIMONY OF MY COLLEAGUES ON THE PREVIOUS
PANEL. THEY HAVE BEEN DILIGENT LEADERS IN THE FIGHT FOR REFORM OF THE
MINIMUM ALLOCATION FORMULA AND I AM PROUD TO BE A COSPONSOR OF THEIR
LEGISLATION.

MR. CHAIRMAN, THIS HEARING TODAY TACKLES ONE OF THE MOST
CONTROVERSIAL ASPECTS OF THE INTERMODAL SURFACE TRANSPORTATION EFFICIENCY
ACT (ISTEA). DEVISING A METHOD THAT DISTRIBUTES TRANSPORTATION FUNDS IN A
FAIR AND EQUITABLE MANNER IS NOT AN EASY TASK. HOWEVER, IT IS A CRUCIAL
ONE. I HAVE HEARD THE FUNDING FORMULA REFERRED TO AS *THE HEART" OF THE
ISTEA LEGISLATION AND I THINK THAT IS AN ACCURATE DESCRIPTION.

AS A MEMBER OF THE TRANSPORTATION COMMITTEE AND IN PARTICULAR THIS
SUBCOMMITTEE, I HAVE AN APPRECIATION FOR THE OVERRIDING NATIONAL INTERESTS
THAT WE MUST TAKE INTO CONSIDERATION AS WE DRAFT THIS LEGISLATION. IN
THESE TIMES OF SHRINKING FEDERAL RESOURCES, WE MUST WORK TO ENSURE THAT WE
MAKE THE BEST POSSIBLE USE OF OUR FEDERAL DOLLARS. HOWEVER, WE MUST NOT
PUSH ASIDE ISSUES OF FUNDAMENTAL FAIRNESS IN THE PROCESS.

MY HOME STATE OF ARKANSAS IS CURRENTLY A DONOR STATE. AS SUCH, WE
HAVE RECEIVED AN ANNUAL AVERAGE OF $34.3 MILLION IN MINIMUM ALLOCATION
FUNDING UNDER ISTEA. IF THE FORMULA WERE AT LEAST 100%, ARKANSAS WOULD
HAVE RECEIVED AN ANNUAL AVERAGE OF $38.1 MILLION OR APPROXIMATELY $23
MILLION MORE OVER THE 6 YEAR PERIOD OF ISTEA.

IF THE MASS TRANSIT ACCOUNT (MTA) IS INCLUDED IN THE 100% MINIMUM
ALLOCATION CALCULATION, ARKANSAS WOULD RECEIVE ADDITIONAL FUNDS. MY STATE
CONTRIBUTES ABOUT $23 MILLION ANNUALLY TO THE MTA AND RECEIVES
APPROXIMATELY $6 MILLION IN RETURN. THIS WILL RESULT IN A TOTAL "NEGATIVE
RETURN- OF OVER $100 MILLION TO ARKANSAS' TRANSIT SYSTEMS DURING THE 6
YEAR PERIOD OF ISTEA.

THE TRANSPORTATION NEEDS OF THE STATE OF ARKANSAS ARE NO LESS
COMPELLING THAN THOSE OF OTHER STATES. WE HAVE GREAT INFRASTRUCTURE
NEEDS. COMPOUNDING OUR INFRASTRUCTURE PROBLEM IS THE FACT THAT WE ARE A
RELATIVELY POOR STATE AS WELL AS A PAST GROWING STATE. WE SIMPLY DO NOT
HAVE THE STATE MONEY AVAILABLE TO MEET THE NEEDS OF THE POPULATION. IT
BECOMES EVEN CRITICAL THEN THAT WE AT LEAST RECEIVE BACK THE FULL FEDERAL
CONTRIBUTION WHICH IS COLLECTED FROM OUR CITIZENS.

TO GIVE YOU AN EXAMPLE OF THE NEEDS WE FACE, NORTHWEST ARKANSAS, THE
AREA THAT I CURRENTLY HAVE THE PRIVILEGE TO REPRESENT, IS ONE OF THE
LARGEST METROPOLITAN AREAS IN THE COUNTRY WITHOUT AN INTERSTATE. YET, AS
MANY OF MY COMMITTEE COLLEAGUES KNOW, DESPITE THIS LACK OF INFRASTRUCTURE,
QUITE A FEW TRUCKING COMPANIES HAVE CHOSEN TO HEADQUARTER IN MY DISTRICT.

ACCORDING TO ESTIMATES BY THE ARKANSAS HIGHWAY DEPARTMENT AND THE
ARKANSAS MOTOR CARRIERS ASSOCIATION, APPROXIMATELY 15,000 TO 20,000 TRUCKS
TRAVEL ON THE INTERSTATE HIGHWAYS IN ARKANSAS EVERY DAY.

ONCE THE NORTH AMERICAN FREE TRADE AGREEMENT IS FULLY IMPLEMENTED,
THE STATE OF ARKANSAS EXPECTS TO SEE AN EVEN HIGHER PERCENTAGE OF TRUCKS
ON THE ROAD. THE 1-30/1-40 CORRIDOR STRETCHING FROM TEXARKANA, TEXAS
THROUGH LITTLE ROCK TO MEMPHIS, TENNESSEE WILL BE A MAJOR SHIPPING
CORRIDOR BETWEEN MEXICO AND THE EASTERN UNITED STATES. THE CONSTRUCTION
AND MAINTENANCE OF AN ADEQUATE INTERSTATE SYSTEM IS ESSENTIAL TO OUR
ABILITY TO BE A FULL PARTNER IN THE NAFTA AGREEMENT.

FINALLY, MR. CHAIRMAN, I WOULD SIMPLY RETURN TO THE ARGUMENT OF
FAIRNESS. ARKANSAS HAS ONE OF THE LOWEST PER CAPITA INCOMES IN THE
NATION. IT IS UNFAIR FOR THEM TO SUBSIDIZE THE TRANSPORTATION SYSTEMS OF
AREAS IN THE COUNTRY WHERE THE PER CAPITA INCOME CAN BE AS MUCH AS TWICE
THAT OF ARKANSAS. WE ARE SUPPOSED TO HAVE A PROGRESSIVE INCOME TAX
SYSTEM. UNFORTUNATELY, WHEN IT COMES TO OUR TRANSPORTATION FUNDING
FORMULA, IT IS OFTEN JUST THE OPPOSITE -- SOME OF OUR LOWEST INCOME
CITIZENS ARE FOOTING THE BILL FOR THOSE WITH THE HIGHEST INCOMES.

IT IMPOSSIBLE TO JUSTIFY THE FUNDING FORMULA IN THE CURRENT ISTEA
BILL. WE MUST ENSURE A MORE EQUITABLE DISTRIBUTION OF FUNDS IN THE NEXT
REAUTHORIZATION. I STAND READY TO WORK WITH YOU AND MEMBERS OF THE
COMMITTEE AND APPRECIATE YOUR CONSIDERATION OF MY COMMENTS HERE TODAY.
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TESTIMONY OF CONGRESSMAN BOB INGLIS

SUBCOMMITTEE ON SURFACE TRANSPORTATION

THURSDAY, JULY II, 1996

Thank you, Mr. Chairman, for the opportunity to testify today. Over the past 40 years,
this country has seen a significant expsion of the federal government's involvement in
transportation. The current federal role in highways, origaly intended to be of limited
duration to meet post-World War II needs, has evolved gificantly from its initial design.
Construction of the Interstate Highway System - arguably the greatest public works system In
the world - was original authorized to last 13 years and cost $25 billion. It has lasted 40
years at a cost of $130 billion. Our mass transit systems, which provide local transportation,
subsidize the travel of almost every transit commuter in America. There is even a federal
program for "enhancements," such as bicycle paths. Of course, with federal aid comes strings
and regulations that have increased costs. This has necessitated more federal aid and has led
to greater dependence on the federal government.

The "Transportation Empowerment Act," to be introduced by Rep. John Kasich (R-
OH) and Senator Connie Mack (R-FL), would dramatically reform dependency y
empowering states with the ability to finance, m N maintain the nited S
transportation network. The bill uses a two-year transition per to lower the federal gas tax
to two cents, eliminating most highway trust fund programs, relieving states of the myriad of
fedel restrictions and regulations and removing fed roadblocks to vatization. Bach
state would be free to replace the federal gas tax and keep those dollars within te state. This
would eliminate the need for the present complex, inequitable distribution formula and keep
Congress from diverting funds for earmarked projects.

It is important to note that there is a very real and vital role for the federal government
in transportation. In aviation, the federal government has the distinct responsibility of
maintaining safety in the airways and in the collection of revenue to fund airports. The
Kasich/Mack proposal does retain federal oversight of the m of the current Interstate
system. Federal programs also remain place for Indian resem roads, ulic lands,

=ar as, park roads and emiergncy li.Telegislation also creates a rstiure
Special Assistance Fund for critical programs the Congress may elect to fund, including
assistance during the transition.

The Constitution clearly tells Congress not to take too much from the States. The
concept Is called federalism, and it is found, egankly, and simply, In the Tenth Amendment
to the Constitution. I believe the Kasich/Mack proposal, of all of the proposals before us today,
best promotes this proper balance.
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STATEMENT OF
THE HONORABLE STEVE LARGENT

MEMBER OF CONGRESS
IST DISTRICT OF OKLAHOMA -

BEFORE
THE SUBCOMMITTEE ON SURFACE TRANSPORTATION

COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
U.S. HOUSE OF REPRESENTATIVES

JULY 11, 1996

Mr. Chairman and members of the Subcommittee, thank you for granting me the
opportunity to offer my thoughts and perspective on what changes need to be made to the current
federal funding distribution formula for next year's ISTEA reauthorization.

I reviewed today's witness list and it is quite apparent that the present ISTEA federal
distribution formula is not only of importance to Congressman Sanford, Congressman Brewster
and myselfK but also several other members from across the country as well. I became involved
with this issue after learning that Oklahoma has historically contributed millions of dollars more to
the Federal Highway Trust Fund than it has received in return since its inception in 1956. In fact,
according to the Oklahoma Department of Transportation, over the course of the last forty years
Oklahoma has contributed close to $2 billion more to the Federal Highway Trust Fund than it has
gotten back.

However, this funding inequity is not just Oklahoma specific. Included in my testimony is
a graph provided by the Federal Highway Administration which illustrates that for fiscal year
1994, twenty-nine states contributed approximately $2.7 billion more than they will receive in
apportionments in fiscal year 1996. Some proponents of the present federal funding distribution
system advocate that $2.7 billion is a small price for donor States to pay to be able to travel
across this country and enjoy the benefits of interstate commerce. I would submit that my state of
Oklahoma has pressing transportation infrastructure needs of its own and the nearly $61 million

-that were redistributed to other states in FY 96 could address some of those needs.

The General Accounting Office (GAO) issued a report in November 1995 which
concluded:

The federal highway funding formula is a complex, iterative process
that is based on an array of data and factors. To a significant extent,
however, the underlying data and factors are not meaningful because
the funding outcome is largely predetermined.. . some of the factors
used in the formula's calculations for major programs are based, in
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part, on outdated information, are unresponsive to changing
conditions, and often do not reflect the current extent or use of the
nation's highway system. For example, the mileage of postal roads
has been included as either a direct or underlying factor in the
calculation since 1917, although this factor is not relevant to today's
federal-aid highway-aid network.

Mr. Chairman, in response to this obsolete federal funding system, I along with my
freshman colleague, Congressman Sanford, and my fellow Oklahoman, Congressman Brewster
introduced a relatively simple and straightforward bill, H.R. 3195, "The Highway Trust Fund
Fairness Act." This bipartisan legislation which currently has 52 cosponsors reforms three of the
equity adjustment sections in order to preserve the current shares that states contribute. It does
not, and I reiterate does not, alter the national objectives of ISTEA, nor does it alter the funding
formulas of the four largest programs.

H.R. 3195 guarantees that each state will receive 100% minimum allocation based upon
the percentage in allocations that it contributes into the Federal Highway Trust Fund

The legislation repeals the current hold harmless provisions which protect what states have
historically received in the past. For instance, Hawaii which from 1957-94 contributed
approximately $710 million over the course of these years to the Federal Highway Trust Fund,
and to my knowledge is not part of the National Highway System, collected more than $2.9
billion from the trust fund during the same time period. Repealing hold harmless will terminate
the pre-determined outcome of what a state will receive based upon a state's past allocation.

Finally, the bill requires the 1000/. payment of the equity adjustments which would call for
a dollar for dollar payment system as a minimum floor to ensure that the user fees are returned to
the state that collected the fees. It is our belief that this provision ensures that the distribution
formula will return the fees to the state of origin because of their demonstrated needs.

Although H.R. 3195 does not make any reforms to the Federal Mass Transit Account, I
would briefly like to touch upon this sub-account of the Highway Trust Fund. Not only is
Oklahoma shortchanged relative to Federal Highway Trust Fund, Oklahoma comes out a real
loser when it comes to its share of Federal transit funding. For every FY '94 dollar Oklahoma
contributed to the Federal Mass Transit, it received only 33 cents in return for FY '96. Contrast
that with the District of Columbia which collected $18.42 for every dollar it contributed. Granted
Oklahoma does not have a metropolitan area with the population of Washington, D.C., however
my district of Tulsa does have traffic congestion problems, and during the summer months Tulsa
comes perilously close to reaching non attainment air quality status under the Clean Air Act.

I think you would agree that the distribution disparity is unequitable and needs to be
rectified during the reauthorization of ISTEA.
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One additional point -- last year the U.S. Supreme Court ruled in the Oklahoma v.
Chickasaw Nation case that Oklahoma's consumer-based motor fuel tax is unenforceable because
its legal incidence falls on Indian tribes and their members on sales made on Indian land. The
Court held that Oklahoma's motor fuels tax was an impermissible direct tax on the tribe because
the Indian retailer, not the distributor or consumer, bears the legal incidence of the tax.
Consequently, Oklahoma lost an additional two to three million dollars in state motor fuel tax
revenues that could have been utilized to improve its transportation infrastructure.

In closing, I realize that under the Sanford-Brewster-Largent bill, states that have
historically been recipient states under the current federal funding formula will sacrifice some
federal transportation dollars, however,. I believe that this issue basically comes down to fairness
and equity. For forty years Oklahoma motorists have subsidized other parts of the country's
transportation needs. The 104th Congress has pledged to change the status quo -- it is my hope
that next year during the 105th Session - this Committee will continue its reform-oriented agenda
and develop an ISTEA reauthorization bill that restores equity and fairness.
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TESTIMONY OF
THE HONORABLE RON LEWIS

SURFACE TRANSPORTATION SUBCOMMITTEE
JULY il, 1996

THANK YOU MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE, FOR
ALLOWING ME TO TALK TO YOU ABOUT FORMULA DISTRIBUTION UNDER
ISTEA.

AS YOU MAY HAVE GUESSED, LIKE MANY OF MY COLLEAGUES
TESTIFYING TODAY, I COME FROM A "DONOR STATE." EACH YEAR,
KENTUCKIANS PAY MILLIONS MORE TO THE HIGHWAY TRUST FUND THAN THEY
GET BACK THROUGH THE CURRENT ISTEA FORMULAS. THAT'S WRONG.

LAST YEAR, MY STATE GOT BACK 75 CENTS FOR EVERY DOLLAR THEY
CONTRIBUTED TO THE TRUST FUND. IN 1994, WE ONLY GOT 65 CENTS ON
THE DOLLAR. THIS FUNDING INEQUITY IS UNFAIR TO KENTUCKY AND THE
MANY DRIVERS PAYING THEIR HARD-EARNED DOLLARS WHILE TRAVELING
-KENTUCKY'S ROADS.

MR. CHAIRMAN, KENTUCKY IS A STATE WITH A RELATIVELY SMALL
POPULATION, AND MANY RURAL AREAS. FOLKS LIVING IN THOSE RURAL
AREAS ARE ESPECIALLY DEPENDENT ON KENTUCKY'S HIGHWAY SYSTEM. THEY
DEPEND ON A GOOD TRANSPORTATION SYSTEM TO GET TO AND FROM WORK
EACH, DAY. MANY RELY ON THE SMALLER PARTS OF THE SYSTEM TO
CONNECT THEM TO LOUISVILLE, BOWLING GREEN AND SOME OF THE LARGER
CITIES SO THEY CAN SEE DOCTORS, OR GO GROCERY SHOPPING.

AS THIS COMMITTEE KNOWS, THESE ROADS ARE COSTLY TO BUILD AND
MAINTAIN. BUT WITHOUT THEM, MANY FAMILIES AND TOWNS LOCATED IN
REMOTE AREAS WOULD HAVE FEWER ECONOMIC OPPORTUNITIES AVAILABLE TO
THEM.

OUR FEDERAL POLICIES SHOULD AND MUST GUARANTEE THAT ALL
STATES, LARGE OR SMALL, ARE GIVEN EVERY OPPORTUNITY TO MEET THEIR
EXTENSIVE TRANSPORTATION COSTS. FEWER FEDERAL RESTRICTIONS ON
THE USE OF TRANSPORTATION DOLLARS WILL HELP TO SOME DEGREE. BUT
AT THE VERY LEAST, STATES SHOULD GET THEIR FAIR SHARE OF THEIR
CONTRIBUTIONS TO THE HIGHWAY TRUST FUNDS.

UNDER EXISTING ISTEA FORMULAS, THAT DOESN'T HAPPEN. AND kTS
STATES LIKE KENTUCKY, WITH SMALLER POPULATIONS, THAT TAKE THE
HIT.

YOU'VE HEARD ABOUT SEVERAL PLANS TODAY TO IMPROVE THE
DISTRIBUTION FORMULAS FOR ISTEA. I'M HERE TO LEND MY SUPPORT AS
WELL. MR. DELAY'S BILL, WHICH WOULD STREAMLINE THE ISTEA PROGRAM
AND GUARANTEE A t95 RETURN IN HIGHWAY CONTRIBUTIONS, WOULD GIVE
KENTUCKY MORE OF ITS SHARE OF CONTRIBUTIONS TO THE TRUST FUND
ANNUALLY. EVEN WITH THE "DONOR STATE" PROGRAMS AVAILABLE TODAY,
KENTUCKY FAIRS BETTER UNDER THE "ISTEA INTEGRITY AND RESTORATION
ACT" .



576

THIS PLAN COULD BRING AN ADDITIONAL $27 MILLION EACH YEAR TO
KENTUCKY AND HELP THE COMMONWEALTH MEET ITS GROWING
TRANSPORTATION NEEDS.

KENTUCKY AND OTHER SMALL STATES WOULD BENEFIT EVEN MORE
UNDER H.R. 3195, "THE HIGHWAY TRUST FUND FAIRNESS ACT." THIS
MEASURE GUARANTEES 100 PERCENT FAIR TREATMENT FOR DONOR STATES BY
GUARANTEEING COMPENSATION THAT EQUALS A STATES' CONTRIBUTIONS TO
THE TRUST FUND.

BOTH PLANS WOULD HELP KENTUCKY AND OTHER DONOR STA 'ES BETTER
MEET TRANSPORTATION NEEDS. BOTH PLANS REDUCE BUREAUCRATIC
RESTRICTIONS THAT HINDER STATE DECISION-MAKING. MOST IMPORTANT,
BOTH ENSURE EQUITABLE FUNDING.

MR. CHAIRMAN, THESE BILLS REPRESENT THE DIRECTION THIS
COMMITTEE SHOULD TAKE WHEN REAUTHORIZING HIGHWAY PROGRAMS.

I WANT TO MENTION ONE FINAL ITEM FOR YOUR CONSIDERATION AS
YOU CONTINUE YOUR REVIEW OF ISTEA. WITH THE SUPPORT OF PRESIDENT
CLINTON AND THIS CONGRESS, WE'VE DONE' AWAY WITH DEMONSTRATION
PROJECTS THROUGH THE ANNUAL APPROPRIATIONS PROCESS. AS YOU KNOW,
DEMOS WERE NOT ADDED TO THE 1996 OR THE 1997 TRANSPORTATION
APPROPRIATIONS. THE REASONING HAS BEEN THAT DEMONSTRATION
PROJECTS RESTRICT THE OVERALL FUNDING LEVELS GIVEN TO STATES.

AS A RESULT, HOWEVER, STATES MUST NOW PICK UP THE TAB FOR
COMPLETING THIS PROJECTS WITHOUT ANY ADDITIONAL EARMARKS. IN MY
DISTRICT, THE WILLIAM H. NATCHER BRIDGE IN OWENSBORO IS ONE OF
THOSE PROJECTS.

THIS ISSUE MAY BE ADDRESSED SEPARATELY BY YOUR COMMITTEE.
NONETHELESS, I URGE YOU TO CONSIDER THESEDEMONSTRATION PROJECTS,
AND THEIR ADDED FUNDING BURDEN TO STATES, AS YOU SET HIGHWAY
FORMULA POLICIES DURING ISTEA REAUTHORIZATION.

ONCE AGAIN, THANK YOU FOR THIS OPPORTUNITY TO TESTIFY.
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Hon. John L. Mica
Subcommittee on Surface Transportation

July 11, 199

Mr. Chairman, thank you for the opportunity to testify
before this Subcommittee about an issue which is very important
to my state of Florida.

I was not a Member of Congress when ISTEA was enacted.
However, I can appreciate that this legislation addressed many
crucial issues and made many desirable policy changes. On the
.other hand, ISTEA has some serious flaws. The biggest
problem with ISTEA, which I hope this Committee will address,
is the formula which determines the amount of money which
goes back to the States. These formulas are based on outdated
factors such as postal-road miles, and uses outdated 1980 census
data. Our hope is to put forward, during the ISTEA
reauthorization process, legislation which will update the
formulas to ensure that donor states like Florida begin to get its
fair share.

Like all Americans, when Floridians fill their tanks with
gas, we pay a gas tax. But unlike taxpayers from donee states, in
1996 Floridians will get back only about .77 cents for every
dollar they send to Washington. While this is an improvement
from the .73 cents we got in 1994, this percentage is simply
unfair. Let me tell you about the situation Florida has been
facing:
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FLORIDA FACTS:

Florida has experienced tremendous population growth
during the last 5 years, giving us the third highest population
growth rate in the nation and ranking us as the fourth most
populous state in 1995.

In 1994, Florida accounted for 5% of all revenues going
into the Federal Highway Trust Fund. This means that only
2 other states contributed more than Florida did.

In terms of what we got back, Florida only received 3.6%
of all the funds returned to the States.

In 1994 Florida received 73 cents per $1 sent to
Washington
In 1995 Florida received 80 cents per $1 sent to
Washington
In 1996 Florida will receive around 77 cents per $1 sent to
Washington



Statement of the Honorable Robert E. Martinez
Secretary of Transportation
Commonwealth of Virginia

House Transportation and Infrastructure Committee
Subcommittee on Surface Transportation

Hearing on ISTEA Reauthorization
and Federal Funding Distribution Formulas

July 11, 1996



580

Mr. Chairman, my name is Robert Martinez. I am Secretary of

Transportation for the Commonwealth of Virginia. I would like to
thank Chairman Petri and the Nembers of the Subcommittee for
allowing me to speak this morning and share a few thoughts on the
reauthorization of the federal surface transportation program.

First and foremost, we need to build upon the successes of
ISTRA. Many of the changes implemented through ISTEA have been
successful and helped prepare our nation for the next century in
transportation. The first was the overall increase in
authorizations through which rSTEA demonstrated a national
commitment to a state-of-the-art transportation system. ISTEA
set in motion a positive effort toward implementation of a
responsive transportation program designed to meet a variety of
national transportation needs by increasing state and local
flexibility. The decoupling of the physical systems and the
programming of funds is a vast improvement, allowing states more
freedom to program funds where needed. But it has significant
shortcomings.

Although the Act provided a good foundation for
transportation policy, some changes are essential as a result of
unfulfilled funding promises, formulas inequity, excessive
regulations, and too many set-asides and categorical
requirements. Virginia is here to state our very strongest
support for the Streamlined Transportation Efficiency Program for
the Twenty-First Century, STEP 21, legislation for which was
introduced yesterday in the House by Representatives DeLay and
Condit. In the Senate, Virginia's Senator Warner and Senator Bob
Graham of Florida are working on similar legislation.

I know this hearing includes many speakers, so I'll focus my
comments on just a few key points.

a First, it is in the national interest to ensure integrity of
the National Highway System. The federal interest continues
to warrant significant investment in the NHS, which allows
freight and people to move across and throughout our great
nation. While the NHS is not the only Federal interest in
surface transportation. it is perhaps the most prominent. I
believe increased program emphasis should be given to the NHS,
reflecting its role as representing the core of the "federal
interest." The criLical nature of the WIS in also a reason
why we need to revise the NHS distribution formulae, ensuring
that it reflects a state's entire road system and the
intensity of its use.
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w Second, the federal surface transportation formulae must be
made more equitable. ISTEA failed to modernize the outdated
federal allocation formulae. Under ISTRA, funds continue to
be apportioned based on 1980 Census data, perpetuating ever-
increasing distortions in transportation funding. High
population growth states are placed at a significant
disadvantage. Those very states where vehicle miles traveled
are increasing fastest, resulting in greater stress on the
transportation system, are the same states that receive a less
than equitable share of funds. The formulae must be revised
to reflect current needs, instead of outdated data. Under the
existing formulae, for example, Virginia receives 79 cents for
every dollar in transportation taxes we send to Washington.
Other states are worse off. South Carolina receives 65 cents
on the dollar. is there any justification for continuing such
severe imbalances in perpetuity? Obviously not,

a Nonetheless, there is a national interest in providing a
funding supplement to protect the basic highway systems in
those large land area, low population and small land area, low
population states. To ensure consistent nationwide mobility,
the proposal includes a supplement that guarantees the needs
of these states will be addressed. Thus, we recognize that
the needs of the nation require a contribution toward
maintenance of a national system, but not in the unfair manner
provided for under the existing formulae.

B Fourth, the program must be simplified, with fewer categories
and set asides. Regulations, mandates and penalties must be
reduced, or eliminated where possible. The Streamlined
Surface Transportation Program (SSTP) contained in STEP 21
would provide flexible, "no strings attached" funding to allow
all states to respond to their specific state and local
surface transportation needs without unnecessary federal
regulations.

In the balance of my time, I'll elaborate on these points,
beginning with the need to preserve the integrity of the National
Highway System.

Importance of MaintaLining tjj.National Highway System

Late last year, Congress laid the groundwork for our
nation's future transportation system. I was honored to work
with my fellow Virginian, Senator John Warner, as he and Chairman
Shuster worked together to pass this landmark legislation.

As its name implies, the National Highway System im a system
of national importance. The NHS is an investment in America's
future. Although the NWS comprises only four percent of our
nation's roads, it carries over 40 percent of our car travel and
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75 percent of our truck traffic. Looking far into the next
century this system will lay the groundwork for a robust and
competitive American economy.

Under the STEP 21 proposal a full 40 percent of the federal
highway apportionments would be directed toward the National
Highway System. This program would provide consistent mobility
and economic benefits for all states and the nation as a whole.

The NHS apportionment formula proposed in the STEP 21
legislation was crafted to ensure that the major factors
influencing highway improvement needs were included in the
apportionment considerations. The NHS formulae is three-fold.
One-third of the formula would be based upon the proportionate
total public highway lane miles in each state, to reflect the
extensiveness of the highway system. In order to recognize the
greater costs and needs on urban routes, urban lane miles would
receive a greater weight.

Another third would be based on total statewide vehicle
miles of travel (VMT) in each state, to reflect the intensity of
use of the highway system. Again, in order to recognize the
greater costs and needs on urban routes, urban VMT would receive
a greater weight.

The last third would be based upon total statewide diesel
fuel consumption, to reflect the greater costs and wear and tear
caused by heavy trucks.

gauitv is Critical

Let me also comment on the distribution of federal surface
transportation funds among the states. This issue takes on even
greater importance in the post-Interstate era. During the
Interstate Construction era, the primary rationale for federal
transportation distribution was the national interest in
developing a system of high standard roads to facilitate
interstate travel and transport. Because of this compelling
interest in developing a national system to benefit all Americans
it made sense for tax dollars from certain donor States to
support, for example, large states with low populations. These
"donor" states subsidize transportation projects in other states.
When Interstate construction was the goal, it made sense to
cross-subsidize. However, as consensus lessens regarding the use
of funds, the agreement on cross-subsidization also falls apart.
For example, while we may deem it appropriate for a state to use
its own dollars on transportation demand measures in a downtown
area, it becomes more difficult to justify the use of what may be
deemed -another state's" money to do so,
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In a recent report on alternative methods for distributing
monies from the Highway Trust Pund, the Government Accounting
Office notes that the underlying factors determining funding for
many of the highway programs are irrelevant because they are not
related to highway needs. The GAO notes that alternative
factors, such as lane miles, VMT and annual contributions to the
Highway Trust Fund are more closely aligned with highway needs.
Their summation of the current status of the allocation formulae
stated, "for major highway programs, the data underlying the
distribution of highway funds to the States are generally
outdated, unresponsive to changing conditions, and often not
reflective of the nation's highway system or usage.w I believe
such a GAO assessment represents a strong statement that it's
time for a change.

The federal highway program proposed in the STEP 21
legislation contains an equity guarantee to address systemic
inequities. Although the bundle of adjustment program. in ISTRA,
such as Minimum Allocation, Donor State Bonus, Apportionment
Adjustment and others, were designed to ensure a level of
fairness, the complexity of the overall program dilutes their
effectiveness. Although states technically are ensured a 90%
return on their contributions to the Highway Trust Fund,
throughout ISTEA Virginia only received 79 cents on the dollar.
STEP 21 replaces the myriad of adjustments existent in the
current formulae with a single, 95t return guarantee. Note that
even under STEP 21, we are recognizing that certain states--
Virginia included--will remain "donors." However, we are stating
that such a donor condition must be set at a reasonable level
which acknowledges certain national needs, but otherwise frees
each state to best invest their funding as they deem fit.

Some argue that it is unfair to address donor/donee status
just in terms of a mingle federal program, such as the highway
program. They cite statistics showing that transportation donor
states often are Odoneeso if one considers &U federal
expenditures. There are a number of fallacies to the argument.
First, unlike almost all other federal programs, the federal
highway program is financed by a Trust Fund--where there is an
expectation of some rational relationship between user payments
into the fund and benefits from the fund. Citizens trust that
their gas tax contributions will be used for their intended
purpose, transportation. The use of dedicated funds should not
be compared to general fund allocations.

However, even if one still wants to make cross-program
comparison, it should not be a comparison between a state's tax
contributions and the overall federal budget. A more accurate
comparison would be between tax contributions and the totality of
federal grants to state and local governments--money that states
and localities are able to redistribute to programs.
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Ensuring an Adeouate System in all ftiatUa

Although there is, I believe, a national interest in
rectifying the inequities guiding the current federal allocation
formulae, there is also an acknowledged need to preserve the
highway systems in our less populous states. The STEP 21
legislative proposal includes an access guarantee. This would
take the form of an apportionment supplement for those low
population states with low gas tax collections. The supplement
would ensure each state with 20 or fewer persons per square mile,
and states with a population of 1.5 million or less and a land
area of 10,000 square miles or less, a total apportionment
consistent with those states' apportionments under ISTEA.

In other words, states like Rhode Island, Delaware, North
Dakota and Idaho would be held harmless under the STEP 21
proposal.

StreAmlining the Zederal Surface Transportation Proaram

Let me turn now to the importance of streamlining the
federal surface transportation program. The NHS Designation Act
was a good beginning in the effort to eliminate burdensome
regulations, but it was only a start.

Faced with major financial constraints, the best answer to
this dilemma lies in making the most of our transportation
dollars. The federal transportation program must become more
flexible and responsive to the needs of the states and their
local partners.

The STEP 21 proposal would reduce program categories and
set-asides, while at the same time retain the spirit of ISTEA.

Under the STEP 21 proposal, apportionments of federal
highway funds would be objective, simple, straightforward and
freed from the obsolete characteristics of the current federal
funding system. I have already described the formula that would
utilize 40% of the federal-aid highway program for the National
Highway System. The remaining 60% would be directed to the
states in amounts equal to the percentage of total payments from
each state to the federal Highway Trust Fund for the most recent
year available. This would result in an equitable return to the
states for highway user fees paid by its citizens. Under this
program, funding would be transferable among modes and between
the NHS and SSTP programs at state discretion, providing maximum
flexibility.

STEP 21 does not rethink or repeal the advances in state and
local planning relationships established by ISTRA. In short,
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STEP 21 achieves program simplification in a way that continues
the current relationships between the more heavily populated
states and the large metropolitan areas within them.

We oppose any new requirements that would make
transportation program delivery more costly, more complicated, or
more time consuming.

Increased Fedaral Fundina

I cannot leave you here today without addressing the overall
adequacy of funding. An we all know, legitimate needs for
investment in our highways are not being met. Since the passage
of ISTEA, appropriations consistently have fallen short of
authorizationlevels, exacerbating the gap between needs and
resources. Consequently, we believe that full funding of the
next Act is essential.

Transportation funding has been, and should be. based on a
user fee philosophy, and all uuch fees should be used for
transportation purposes. If the 4.3 cents motor fuel tax
currently credited to the general fund continues to be assessed,
it must be transferred to the Highway Trust Fund and used for
transportation purposes. The concept that this diversion is used
for deficit reduction is spurious. It is simply subsidizing
other general fund purposes. As such, it breaks the faith of a
Trust Pund, which should be user fee based. I urge you to direct
all taxes dedicated to the Highway Trust Fund to transportation.

Sumrarv and Conclusion

In summary, I believe STEP 21 represents a fair and
equitable surface transportation program. It also provides a
compromise position between those favoring the turnback of fuel
tax dollars to the states and those simply wishing continuation
of ISTEA.

Working together, we can respond to the needs of all states,
guarantee the continued integrity of the National Highway System,
and provide the necessary flexibility to allow all states to
respond to their individual needs.

That concludes my remarks. Mr. Chairman, again, I thank you
and the Subcommittee for holding this hearing and for allowing me
to testify.
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Mr. Chairman, members of the Subcommittee, my name is Robert
Martinez. I serve as Secretary of Transportation for the
Commonwealth of Virginia.

Virginia hereby states its very strongest support for the
streamlined Transportation Efficiency Program for the Twenty-
First Century, STEP 21.

ISTEA provided a good foundation for transportation policy,
but fell short in unfulfilled funding promises, formulae
inequities, excessive regulations, and too many categorical set-
asides.

Let me focus on the main features of the STEP 21 proposal:

" it is in the national interest to ensure integrity of the
National Highway System. While the NHS is not the only
Federal interest in surface transportation, it is perhaps the
most prominent. STEP 21 provides increased program emphasis.
Fully 40 percent of apportionments would be directed to NHS.

The NHS formulae is three-fold: One-third is based on the
proportionate total public highway lane miles in each state.

One-third is based on total vehicle miles of travel--VMT--in
each state, to reflect intensity of use.

In both these components, urban mileage and VMT receive a
greater weight.

The third component of NHS is based upon total statewide
diesel fuel consumption.

" Another point: Funding formulae must be more equitable. Under
ISTEA, funds continue to be apportioned based on 1980 Census
data, perpetuating distortions. Under the existing formulae,
Virginia receives 79 cents for every dollar in transportation
taxes we send to Washington. South Carolina receives 65 cents
on the dollar. There is no justification for continuing such
severe imbalances in perpetuity.

STEP 21 replaces the myriad of adjustments in the current
formulae with a single, 95% return guarantee to every state.
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" Nonetheless, th3re is a national interest in providing a
funding supplement to protect the basic highway systems in
large land area, low population, and small land area, low
population states. STEP 21 would provide such states with an
apportionment supplement. States like Rhode Island, Delaware,
North Dakota and Idaho would be held harmless under the STEP
21 proposal.

Thus, we recognize that the needs of the nation require that
certain states--Virginia included--will remain "donors."
However, such a donor condition must be at a reasonable level.

" The transportation program must be simplified, with fewer
categorical set-asides. The Streamlined Surface
Transportation Program--SSTP--would provide "no strings
attached" funding so all states can respond to their specific
needs.

I stated that 40% of the federal-aid highway program would go
to the NHS. The remaining 60% would go to states in amounts
equal to the percentage of total payments from each state to
the Trust Fund for the most recent year available. Funding
would be transferable among modes and between the NHS and SSTP
at state discretion, providing maximum flexibility.

STEP 21 does not repeal the advances in state and local
planning relationships established by ISTEA. It continues the
current relationships between the states and the large
metropolitan areas within them.

One final point: Transportation funding should be based on a
user fee philosophy. If the 4.3 cents gas tax currently credited
to the general fund continues to be assessed, it must be
transferred to the Highway Trust Fund and used for transportation
purposes. The argument that this is going for "deficit
reduction" is spurious. It is simply subsidizing other general
fund purposes. It breaks the faith of a Trust Fund, which should
be user fee based. I urge you to direct that all transportation
taxes be dedicated to transportation purposes.

Thank you for your attention.



588

COUNTY ROAD ASSOCIATION OF MICHIGAN
417 SIYMOUR - P.O. BOX 12067. LANSING, MI 48901

TEiLEPIIONE (517) 482-1189- FAX (517) 482.1253

Statement of John Niemela
Director, County Road Association of .,ichigan

Before the House Committee on Transportation and Infrastructure
Subcommittee on Surface Transportation

July 11, 1996

Mr. Chairman and Members of the Committee, I want to thank you for this opportunity
to testify before you today on the federal transportation distribution formula and how this
formula impacts local road officials. The 1991 Intermodal Surface Transportation Efficiency
Act (ISTEA) was innovative and gave states the ability to target and prioritize their federal
transportation dollars. Because the funds were targeted, and suballocated, counties were able
to improve the reliability, efficiency and safety of their transportation systems. The federal
distribution formula was designed to provide a framework combining those efficiencies with
economic development. The formula required a coordinated approach between local and state
governments. It also promoted the involvement of the private sector and innovative financing
to achieve state and local objectives.

As you approach the reauthorization of ISTEA, please bear in mind that its successes
have been reached by balancing the needs, the funding, and the interests of various groups.
There are several proposals on how to improve ISTEA. The County Road Association of
Michigan has not endorsed any of the proposals at this time. However, we do believe that the
federal distribution formula is critical to the local implementation and planning process of the
next ISTEA.

The County Road Association would urge the members of the committee to adjust the
funding formula to provide more funding to donor states. These states are losing money. The
distribution formula dates back to 1916 and a General Accounting Office analysis shows the
formula should be changed. The STEP 21 concept, which guarantees a minimum of 95 % of
the percentage contributions to the federal highway trust fund, is an approach that has merit.

We also support the efforts of Congress to take the highway trust fund "off budget."
This would give the states and local governments predictable funding that more accurately
reflects the return of federal tax dollars. We support efforts to give the states increased
flexibility, along with the reduction of categories, as long as local public officials have the joint
decision-making provisions that are currently in ISTEA. In addition, the ability to transfer
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funds among categories should be made easier and with fewer restrictions. But the County
Road Association of Michigan believes that these changes should also be adopted at the local
level. Counties, cities and rural areas should be considered as equal partners in the
reauthorization of ISTEA. Many problems of the future will be local in nature. This requires
that county government, both urban and rural, and cities be consulted and treated as partners
with the state governments in the planning, funding, allocation, and other decision making
processes. We ask that you consider HR 3165, sponsored by Representative Nancy Johnson.
It would make rural roads eligible to receive federal funding and ensure rural needs are
considered in statewide transportation plans. I would respectfully point out that funding for
ISTEA is provided by the millions of citizens who pay the federal gas tax every time they
purchase gasoline or diesel fuel. The argument that this is the state's money needs to go one
step further. It is also the local's money. Local citizens pay the fuel tax and they deserve safer
and more efficient roads regardless of where they live. For this reason, the Surface
Transportation Program should be continued with the goal of providing maximum funding to
local governments with a minimum of interference by state officials.

A block grant approach to transportation funding would not ensure local governments
that a portion of the federal gas tax would be returned to them to fu-nd local projects. That is
why we oppose turning the next transportation efficiency act into a block grant. Block grants
do not guarantee that local transportation needs will be addressed. All that would be
accomplished by turning ISTEA into a block grant is instead of local piacming agencies
debating with the bureaucrats in Washington D.C., they would be debating with the
bureaucrats in the state Capitol. If the block grant approach is implemented, then the state
legislative body must have a role to provide a check and balance in determining conflicting
state and local agendas. A block grant transportation program, without the involvement of the
state legislature, would clearly jeopardize the planning process; and, at its most basic level,
inject local pork barrel politics into transportation funding. Regional priorities and local
targets would change with each new state administration and department of transportation
director. Long range planning could be jeopardized and public safety could be endangered by
political decisions based on personal agendas. Safety must be a major consideration in any
transportation investment. There is also a concern that states will use federal funds to meet
pressing state transportation problems and ignore the needs of local road systems. Rather than
develop a comprehensive transportation plan that will require an increase in their own fuel tax,
states may move to fund only state projects with federal dollars and fail to pass a needed state
gas tax to support less glamorous local road programs. We believe it would be better to
establish a rural set aside in the Surface Transportation Program for local roads functionally
classified as a collector or higher in those states with a county road system. Furthermore,
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turning ISTEA into a block grant to expand and improve state projects while ignoring the local
road system will threaten local maintenance and public safety. The next TEA must continue
to provide guidelines that ensure funding is targeted, priorities and long range planning of at
least five years are established, and that local involvement is maintained.

The local planning process is, after all, the truest form of devolution in determining how
the state and local governments can work together to meet the transportation needs of the
future. This partnership has been the strength of the federal distribution formula. It focuses
on the need to set priorities and create efficiencies. The current approval process with local
and state governments should be retained. The County Road Association of Michigan would
respectfully request that the approval authority currently allowed to the larger MPOs be
extended to the smaller MPOs and to the rural areas. ISTEA funds provide a greater
percentage of support for these small economies and the loss or shifting of funds without
proper protections denies them due process. The need for mutual agreement between state and
local officials provides a necessary check and balance along with stability in the efficient use
of federal funds.

To summarize, Mr. Chairman, Members of the Committee, we urge you to:
9 increase the funding for donor states
* reduce the number of categories
0 provide greater flexibility and ease in transferring funds between accounts at

both the state and local level, and
* most importantly, maintain the current joint approval process between the state

and the MPOs while extending this requirement to small urban and rural areas
as outlined in HR 3227.

In addition, we support maintaining the funding baseline for all programs at no less
than the current level authorized under ISTEA. We ask that when ISTEA is reauthorized, you
consider building on the fundamental ISTEA principles and the strong commitments to safety
for our motoring public. A federal distribution formula, based on an equal participation of
state and local officials will focus federal dollars efficiently and on the most pressing
transportation problems.

Thank you and I would be pleased to answer any questions.
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Mr. Chairman, thank you very much for allowing the North Metro Crossing Coalition to
testify before your Subcommittee on the issue of federal highway funding distribution
formulas.

I believe the Coalition will bring a unique grassroots perspective to this important issue.
The Coalition is made up of over 20 municipal governments north of the Twin Cities,
representing over 860,000 citizens, many of them in the 3rd Congressional District,
which I represent.

I am pleased to Introduce Mayor El Tinklenberg of Blaine, Minnesota, to offer the
testimony on behalf of the Coalition today. Mayor Tinklenberg has been a forceful
advocate, both here in Washington and back in Minnesota, for Trunk Highway
610/10 -- an important project crossing the northern Twin Cities suburbs.

I would also like to Introduce a long-time highway and transportation advocate from
the 3rd District and the current President of the Coalition, John Johnson.

Again, Mr. Chairman, thank you for the opportunity to present our views to you as you
consider the reauthorization of the Intermodal Surface Transportation Efficiency Act of
1991.
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Mr. Chairman, my name is El Tinenberg Mayor of Blane, Minnesota and a long-time,

active member of the North Metro Crossing Coalition (NMCC). The NMCC is a group of

over twenty (20) municipal governments that represent over 860,000 residents north of

Minneapolis, Minnesota. The NMCC was created nearly ten (10) years ago to provide

grassroots support and advocacy for the construction of Trunk Highway (T.H.) 610/10, a

critical highway linking 1-35W to 1-94.

As you know, wre have been before your Subcommittee and Committee in the past

seeking discretionary funding for this highway from ISTEA and we appreciate the support of

this Subcommittee including Chairman Shuster and Congressman Oberstar for their support of

that funding and for their support in designating T.H. 610/10 onto the National Highway

System. We would also like to thank our Congressman Jim Ramstad for his continued strong

support and for his accompanying us to this hearing today. Mr. Chairman, we would

obviously request your continued support of that finding.

However, that is not why we are here testifying before your Subcommittee today. As a

grassroots highway funding advocacy group we support higher levels of federal highway

funding and we are strong supporters of an active federal role in our national system of roads

and highways. Through our representatives we have provided information to our federal

elected officials on the need for the Highway Trust Fund to be ta .off-budget and insure

that gas taxes collected from our motorists are spent as advertised, for the construction and

maintenance of our roads and bridges. We believe the NMCC can provide a unique

perspective on the issue of updating the federal highway funding distribution formulas and

how such an update can help empower state and local governments to better and more

efficiently try to meet the enormous highway infi-astnc.ture needs that exist in Minnesota and

elsewhere.
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3M 1.., A R ORTATION FUNDING CHALLENGE IN INNESTA

Minnesota is a large state of over 87,000 square miles with a growing population of 4.5

million people and 3.2 million licensed drivers. We have over 42.3 billion vehicle miles

travelled on over 130,000 miles of streets and highways. Congestion in our urban areas is

growing at an alamling rate and the overall condition of Minnesota's highways is deteriorating

rapidly.

In Table 1, you can see that over the last ten years the following has occurred:

**18.5 % increase in mileage with pavement condition that is rated POOR;

**20.8% decrease in mileage with pavement condition that is rated FAIR;

**18.4% decrease in pavement condition that is rated GOOD;

**48% increase in mileage with pavement condition that is rated

EXCELLENT [This positive statistic is tempered by the fact that in the last FIVE years the

mileage with pavement condition rated excellent has decreased by &5%]

The Trunk Highway System, of which T.H. 610/10 is a part, reflects the overall highway

conditions. Please also note the following:

**518 trunk highway bridges over 20 feet in length are deficient in

load/capacity, width and clearance;

**5,125 (42%) of state trunk miles are rated in poor/fair condition;

*1,997 (17%) miles of state trnk highway system are restricted to vehicle

weights of less than 10 tons per axle during the spring fhaw period, and

*'4,100 miles (34%) of that state tnnk highway system are over 50 years old
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and 8,200 miles (68%) are over 35 years old.

**35% of the Twin Cities' highways are rated with major or severe congestion.

T.H. 610/10 is a prime example of a trunk highway that is badly in need of upgrading to

at or near interstate standards in order to acconmmodate the rapidly growing traffic needs in

the corridor. It is clear from the above data, that federal, state and local funds are not

keeping pace with the nccds to preserve the current system or keep up with the need to

expand the system to accommodate growNth.

In order to attempt to meet that funding challenge it is necessary, in our opinion, to

update the current funding distribution formula to meet the needs of our current transportation

situation. The current federal funding distribution formulas have not been modernized in over

20 years. In that time, the national interstate system has been finished, the National Highway

System has been created and the increasing burden of federal regulation has in some cases

slowed highway construction to a standstill. There is no time better than the present to

reform these federal funding distribution formulas as we head into the 21st Century.

In Table II, you can see that Minnesota has been very fortunate over the last twenty (20)

years in retrieving from the federal highway program more than its sends into the program in

the form of taxes. The major point revealed in that table is the many peaks and valleys in

spending that has been received from the federal government, making it vety difficult to plan

effectively and efficiently for highway construction. What results is a more expensive

program with less highway mileage built for the dollar expended. The Congress cannot allow

this situation to continue.
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A CASE FOR FUNDING DISTRIBUTON REFORM

As mentioned above, we in Minnesota bring to this debate the fact that we have been a

donee state but are rapidly moving to become a donor state, because we are becoming more

urbanized and our economy is growing. In other words, the current lideral distribution

fbnnula is penalizing gro\\th and prosperity, especially in our urbau areas.

In addition. the Ulderal funding distribution program has seen hu'gc swings from year to

year in the amount of obligation authority received under IS'TEA. Ihcse swings have been as

large as $50-100 million on an annual basis. With such large swings it makes it difficult for

the Minnesota Department of Transportation (MnDOT) and others to look at projects such as

T.H. 610/10, which needs about $70 million in additional federal funds for completion, and

make an authoritative long-term commitment to completion within available resources.

However, with a long-term predictable funding stream such commitments could be made and

projects such as T.H. 610/10 could move forward efficiently without significant delays or cost

increases. Without such a predictable funding stream it is often necessary for projects such as

T.H. 610/10 to seek federal discretionary funds and that may again be the case in the next

round of reauthorization.

SPECIFIC RECOMMENDATIONS FOR CHANGE

We would like to make the following specific recommendations to reform the federal

highway funding distribution formulas:

1. Modify the funding formula with factors that reward growth. The existing factors

such as historic averages, nral postal mileage, population, vehicle miles travelled, and others

have become so outdated that high growth, urbanized states will be hurt. We would
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recommend that geographic area and the actual number of public road miles be taken into

consideration. The future funding of the federal highway program is based largely on the fact

that significant federal highway investment results in economic growth. If the federal funding

distribution formula works against that justification, it may harm the program in the long

term;

2. Simplify the federal highway funding distribution formula. Over the last 40 years of

the federal highway program, the distribution formulas have become too archaic and

complicated to meet specific political requirements and it has become almost unintelligible to

even highway professionals. The trend in our national tax system has been toward

simplification to try to make it more user friendly, we would make the same recommendation

for the distribution formula;

3. Establish a formula that will allow for predictable funding. Table HI illustrates the

huge fluctuations in funds obligated under the funding formulas. Frankly, ISTEA was a step

in the right direction, but more needs to be done to improve the system in order for obligated

funds to be somewhat predictable based upon a fair and simple funding formula. We

understand that the congressional process requires the Appropriations Committees to establish

annual obligation ceilings. We would recommend that since the highway program is already

based on contract authority that multi-year predictable ceilings be established within the

funding limitations of the Byrd Amendment that is already a part of existing law.

We all know that highway construction and reconstruction projects take many years to

plan and implement. Such a long-term system of predictable funding will allow the state
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DOTs to make long-term plans and more efficiently program funds for projects. In many

cases such long-term obligations have not been possible because the funding was just not

predictable.

S.MMARY

There is a strong case for the need for more federal highway funding support in the next

federal reauthorization bill. We contend that within existing highway funding levels, there

also is a significant need to refioni the fcdcral funding distribution formulas. Such refonn

should entail changing the current formula factors to those that promote growth and

acknowledge this country's move toward more urbanized centers, are simple and assist an

overall system that will allow for long-term predicable funding levels.

Mr. Chairman, we appreciate this opportunity to present our views.
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Testimony by:
Rep. Mark Sanford

South Carolina
First Congressional District

Thank yOu Mr. Chairman for allowing me to testify today on the IsrEA
reauthorization. I would like to respectfully request that my written statement be made a
part of the record.

We need to preserve a national highway and transportation system. and give states
the necessary resources to complete these goals. At the same time. states should be assured
of equitable and fair treatment to address their respective transportation needs. With these
objectives in mind, we must look at the limited and inite resources and try to assess the
best possible use for these funds.

According to a recent GAO report, the current funding formula is flawed because it
uses "irrelevant or outdated" factors in the calculation. This study cites land area, postal
mileage and population statistics that do not effectively represent the overall goals of our
transportation system. In fact, the population factor was never changed for the new census
in 1990. and therefore penalized the growth states that so desperately need road money.
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Even with these factors skewing the funding, the overall problem is at the end of

the four major funding programs. The states' share is pre-determined to reflect the historic

percentages of the previous ISTEA. As you can see from this GAO report graph, the state
A and the state B may have minor fluctuations in the funding level over the two years, but

the system is set up to maintain the same final result. To create a system that returns all

states to this set percentage despite need, is counterproductive to a growing and changing
national infrastructure system.
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From here we must examine who gains and who loses from this flawed system.
As one can see from this chart, there is a great disparity between what states put in (left
column) and what they receive (right column) in 1995. My home state of South Carolina
only received 52 cents on the dollar despite an infrastructure that is in desperate need of
help. Virginia is another donor state that only receives 73 cents on the dollar. In contrast,
the states like New York and Massachusetts are recipient states that receive more funding
than they put in to the trust fund. The appearance of these two states should be no surprise
since the middle and northeastern states receive 79% of the donor state money. This graph
below shows how much of this money is sent to these recipient states compared to the
other low population density western states.

the rest of the recipient states

mid-eastern & northeastern states
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In addition, the National Highway system is primarily built, and most costs will be
01 aiinenance and repair of existing roads. This is significant to the low population
density western states becau. the funds need to now be focused on repair needs and
inipoVenent Of' cun'ent roads to4 effectively address the infrastructure problems. The GAO
determined that in order for the funding formula to change to keep up with current and
future problems. it will need to find a way to arrve at a close correlation of actual
transpo station needs. This chart by Jack Faucet Association lists off the highest
correlations due to road needs with () being the furthest from the actual needs, and I being
the closest link.

F'tor Correlation
Interstate vehicle miles traveled 0.913
Highway Trust Fund contributions (annual) 0.900
Interstate lane mileage 0.883
Highway Trust Fund contributions (historical) 0.870
Total motor vehicle registrations 0.861
Population's weighted income 0.780
Total population 0.778
Interstate mileage 0.776
Urban population 0.766
Rural population 0.427
Daily mean temperature 0.116
Annual snowfall 0.102
Per capita personal income 0.038
annual precipitation 0.015

Source Jack Faucelt Associates

The current or annual trust fund contributions are clearly one of the best indicators
of need, and therefore would best prepare the national highway system to address current
and future needs. The reason that this is such a good indicator of need is simple. The
contributions are a collection of user fees and therefore indicate actual and current usage of
the roads. If the funding formula would move towards return to source legislation, it
would clearly do a better job in addressing the infrastructure problems of the national
system. and at the same time preserve the fairness by allowing states to recoup the money
that they have donated to the fund.

The equity adjustments are the only working counter measures to ensure fairness
among states. However, the sequential order of this 13 step process dictates that the
minimum allocation be considered before the hold harmless section. This gives the historic
percentages contained in hold harmless an inherent overriding power over the 90%
minimum allocation section. In other words, the old percentages are maintained over and
above the protection of the states' current percentages. The funding formula should be
dynamic and change with the needs instead of being mired to the old shares.

The redistribution done in response to trust fund contributions would help to send
money to areas of the country where there is a real funding problem for our nation's
infrastructure. Over $2.26 billion could be returned to these states that generated the funds
if we implemented this fairness system. According to the Federal Highway Administration
multiplier, over 95,000 full-time jobs could be created in these donor states.

The Sanford- Brewster-Largent bill changes three of the equity adjustment
sections to force the preservation of the current shares that states contribute. This bill does
not change the national objectives, and it does not alter the funding formulas of the four
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largest prtograms. However. it doies create a fair balance between fulfilling the needs oif our
nation's roads and allowing states to recoup smile their funds for their state road
projects.

The I(X)% minimum allocation Sction 21uarantees that each state will receive the
percentage in allocations that it put into the trust fund. This would be tied to) the most
recent data available for the donations to the fund. For the previously cited reasons of
fairness and need, this is the best way to determine a state's percentage of the trust funds.

This bill also calls for the repeal of hold harmless which protects the historic
percentages. This section totally ignores all of the previous calculations and guarantees
states like M.ssachusetts that has since 1956 only contributed around 2 % of the fund to
continue to receive from 3.8-6.-1* of the fund in 1995 & 1996 respectively. These .o-
called historic percentages in hold harmless are not even based on the actual historic
contributions that are published by the Federal Highway Administration. Instead these
percentages are formulated to pre-determine the outcome and send scarce transportation
funds to protect the northeast at the expense of all of the other states. The repeal of this
section is just as important as the change of the minimum allocation.

The final section is the 100% payment section of the equity adjustments which
would require a dollar for dollar payment system as a minimum floor to require that the
user fees are returned to source. This assures that the system will return the fees to the
state of origin because of their demonstrated needs.

In closing, the infrastructure needs are important for Americans in every state, and
we must seek out the best and fairest way to distribute these limited funds with these goals
in mind. This bill proposes that maintaining the current share percentage is the best way to
be fair and establish an effective system. These are not like other taxes, but they are user
fees that demonstrate a need. We have an obligation to correct this system to give
Americans in all states a fair chance to use their current share of the trust fund dollars.

I want to thank you, Mr. Chairman, again for this opportunity, and I would
encourage all of my colleagues to adopt these changes to the equity adjustments in order to
reflect the real transportation needs of this nation.
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Mr. Chairman, members of the Subcommittee on Surface
Transportation, I appreciate this opportunity to appear before you to
discuss an issue critical to our nation's future. That issue is the
financing of our national transportation program.

We are fast approaching the September 30, 1997 date that marks
the end of surface transportation authorizations under ISTEA. The
expiration of this landmark program provides an excellent opportunity
to review and reaffirm the positive direction of our nation's
transportation. This is an opportunity that we must take to assure not
only adequate levels of financing, but equity in the distribution of
highway user revenues as well.

When ISTEA was adopted, it represented a new vision for the
national transportation program with both challenges and
opportunities. ISTEA contains much to applaud. But there are also
critical elements that need to be addressed. One of the most critical
is the federal funding formulas which penalize high growth states
trying to deal with rapidly increasing populations and expanding
economies, such as my own state of Georgia.
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During the decades of the 1970's and 1980's Georgia grew almost
twice as fast as the nation as a whole. Over this same period, travel
grew even faster: from two to three times faster than the population.
Nearly 600 thousand people were added to Georgia's population
between 1990 and 1994; and more than 274 thous.-nd new jobs were
created.- The demand for transportation in Georgia continues to
grow. Statewide we anticipate a 55% growth over the next 20 years.
Pressures from this growth will be intense in our urbanized areas.

But, Georgia is a donor state, contributing more to the federal
Highway Trust Fund than we receive in annual apportionments and
allocations. And we are not alone. More than 17 other states, many
of which are high growth states like Georgia, find themselves in the
same position.

We believe the national interest can be served, and fairness and
equity achieved, in the next reauthoriztion. A coalition of 22 states
have joined in an effort to encourage Congress to adopt a more
equitable, flexible and streamlined surface transportation program. It
is widely recognized that ISTEA contains seriously outdated
apportionment formulas. The GAO found that these formulas rely on
nearly two decades old population figures and even older, mileage
concepts.

The STEP 21 proposal would not affect the federal funding for
emergency repairs, safety, research and development or funding for
federal administration of the transportation program. STEP 21
concept addresses the critical funding concerns of the donor states,
and assures equity for all states. It recommends streamlining the
more than 60 highway funding categories to include:
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1) A National Highway System (NHS) Program that addresses the
national interest and provides basic funding to support the
160,000 mile NHS and connectors. This program safeguards
mobility and economic benefits for all states and the nation as
a whole;

2) A Streamlined Surface Transportation Program (SSTP) that
provides flexible block grant program funding to the states
allowing them to respond to regional and local s, with less
federal oversight;

3) An equity feature that assures all states receive at least 95%
return on payments made to the federal Highway Trust Fund;
and

4) An Access feature that ensures adequate resources for
highways in low population density, large land area states and
in small area, small population states. This will assure support
for road systems essential for national mobility, economic
connectivity and national defense.

Mr. Chairman, members of the Subcommittee, the transportation
program has bound us together as a nation. The connectivity
provided by the Interstate System and other routes on the NHS
brings us together, provides access and mobility to our citizens and
commerce.

But we cannot afford to continue with outdated federal funding
formulas that result in inequities like our state, and others are
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experiencing. In 1994 Georgia contributed 3.65% of the revenues
collected and interest earned nationwide for the federal Highway

Trust Fund. But we received only 2.87% in national apportionments

and allocations. Over the 10 year period from FY 1985 to FY 1994

Georgia experienced a shortfall of $1.13 billion in funding as a result

of the formulas used to distribute funds from the Highway Trust Fund.

Other donor states suffer the same inequities. STEP 21 represents

an attempt to address these shortcomings. I am sure that you are

aware that Congress asked GAO to do a study in 1991 of the

Highway Trust Fund distribution formula. The study took no stand

although it agreed that the formula used antiquated factors. Earlier

GAO studies recommended changing the formula. ISTEA offers us

the opportunity to address this inequity.

We share the common bonds of a national vision for transportation.

There is much in ISTEA that we can support and should continue,

but the funding formulas must be addressed. STEP 21 represents a

proposal to implement changes and make the transportation program

more equitable and efficient.

I urge you to consider the recommendations of STEP 21 and to

adopt those recommendations into the ISTEA reauthorization.

I will be happy to respond to any questions.

Thank you.
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.July 11, 1996

(ood iroming and thank \ou for the opportunity. to address this forum. \Ve in California are very
cxiled about the upcoming ISIEA Reauthorization and \e have spent a lot of time recently
thinking about coveniment's role in transportation

In p %\cular. \ e hai e been pondering t%%o major question: the first is. Go% ernance. "*What level of
0:\ cmmnt P, best suited to make transportation investment decisions in the period following

c,,rnpl,:ton of the Interstate high-,a\ system?"

Th,: sc,:ond question v. Funding. "In an era of limited resources. how much is needed to maintain.
expand and di\ ersif\ our nation i.ra,-iporation system. znd ho\% should that resource be raised and
sp.ent ?"*

I plan to share \%ith \ou today our developing thoughts on these questions as they relate to your task:
reauthoriing our ISTEA transportation hill.

In shorl. I believe that the federal government should devolve the majority of its authority in
transportation to states and their political subdivisions

HISTORICAL CONTEXT

In 1956 President Eisenhower embarked on an historic effort to build our national highway system.
Initially. this system was justified by the need to rapidly move troops and material in the country's
defense, however, the highway system evolved to become a major facilitating factor in the United
States" unprecedented economic affluence and personal mobility.

STATE OF CALIFORNIA * WASHINGTON OFFICE OF THE GOVERNOR * 134 HALL OF THE STATES
444 NORTH CAPITOL STR.EET. N.W., WASHINGTON, D.C. 20001 * (202) 624-5270
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The highway program was funded through a federally levied gas tax. collected by states and
delivered to Washington D.C. The federal government used a fraction of this resource to ensure the
nationwide system was built to uniform standards of engineering. safety and durability. Another
portion was redistributed to complete linkages through less populous regions creating "donor states"
(such as California, Florida. Texas. Georgia and Michigan) and "recipients states" (such as
Montana. Idaho. and Wyoming).

This federal role was ,velJ justified in the development and construction of the system. and without it

we would probably not have the national highway network we enjoy today. In fact. forty years and

hundreds of billions of dollars since this massive investment began. the United States is now linked
by one of the most comprehensive highway systems in the world.

Through the beneficial activities of a far-sighted Congress and man), people in this room, and

certainly because of the high standards of professionalism and expertise that was gathered at the
FI IWA and TSDOT. the federal government has had a noteworthy success.

This consolidation of expertise and sustained focused investment was no less important to our

nation's long term security than investing in the railroads in the late 19th Century. mobilizing the

entire economy and population for two World Wars. or focusing the nation's will on traveling to the

moon.

It is now time for the federal highway bureaucracy to declare victory and go home.

MATURE STATES

In 1956. states recognized the need for federal oversight associated with the construction of the

Interstate High%%ay Systemand other federal aid highways. Since then. states have developed

considerable expertise in the design. construction and preservation of transportation facilities. States

no longer need federal oversight to operate and maintain our nation's transportation system.

ISTFA represented considerable progress toward providing states with greater discretion and

flexibility in their transportation investments. However, while many ISTEA provisions were vast

improvements over previous law, man) new bureaucratic requirements crept in through US DOTs

rule making and oversight. No matter how well intentioned Congress may be. it would seem that as

long as our fuel taxes are processed through Washington. it is impossible to avoid unwanted and

unnecessary oversight and regulation.

For instance, with increasing regularity, the federal government threatens withholding Federal

Highway Trust Fund moneys to force states into certain policy directions which have a minimal

transportation nexus. The air quality smog check program is a good example.
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NEED FOR LOCAL RESPONSIBILITY

The National Highway System is now in place and it identifies those routes said to be of national and
international significance. Today. transportation investments are largely made to accommodate local
land use decisions and regional traffic patterns. We need to make local and regional officials
responsible for balancing their land use decisions with their transportation investments.

In fact. in California. the Wilson Administration has proposed and our Legislature is considering, a
sweeping reform in the way California's transportation projects are identified, planned. funded and
delivered. The net result will be a dramatic shift from state to local and regional authority.

We hope you. and Congress. will follow California's lead. recognize the wisdom of this policy and
agree to devolve much of your traditional authority to the states and their political subdivisions.

A MEASURED PROPOSAL

California has had the opportunity to study several devolution-type proposals. After preliminary
rcviec% of initial financial estimates. a! this time we feel that a combination of tax devolution and
consolidated grants will likely be the best means to ensure that precious tax dollars ire used most
effectively at the state and local levels. Under our proposal an important but modest role will remain
for the L'S DOT and FH\VA.

SUBSTANTIAL DEVOLUTION/CONSOLIDATED GRANTS

Our proposal is designed to eliminate (or devolve) a major portion of the federal fuel tax.

States will then have the option to replace some or all of these former federal fuel taxes with a lesser
or equal amount of state gas taxes. Additionally, states or localities could devise other means for
maintaining their historic transportation funding levels via regional or local revenue mechanisms.

Excise and federal fuel taxes representing the balance of the existing federal program will be
collected and distributed to states in the form of consolidated grants. These grants will be earmarked
solely for the maintenance and preservation of the National IHighway System, a limited research and
development program. safety measures, and Emergency Relief funding for transportation.

PROPOSAL'S .MERITS

Savings. There will be savings to states from a reduction in federal oversight. We will be providing
the Congress with specific proposals for the elimination of many of the duplicative and unnecessary
oversight requirements associated with federal administrative, environmental and historic
preservation constraints. We also will reform similar laws and requirements in California.
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Federal Take-dowiis. Funds collected at the state level will not be subject to federal 'handling"
charges, nor would they be redistributed to other states. We recognize some redistribution is
necessary and appropriate to maintain the National Highway System, and we would expect to see
this as part of our Consolidated Grant Program. albeit to a considerably lesser extent than currently.

Increased Flexibility. Funds collected at the state level provide maximum flexibility and thus
increased value since they will be available for any transportation purposes as prescribed by state
governors, legislatures and their political subdivisions.

Reduced Federal Oversight. With most transportation funds collected at the state level and most
of the remainder distributed as consolidated grants for the NHS, the need for federal oversight will be
greatly reduced. The federal government preferably through AASHTO and in cooperation with
states, would set certain construction and maintenance standards.

We would no longer need armies of federal engineers reviewing the work of perfectly qualified state
engineers. In fact. in the post-construction era, much of FHWA's role has become ministerial in
purpose. and based on environmental review of state initiated projects. What value does this process
add?

Transportation Taxes For Transportation. With the majority of transportation revenues raised at
the state and local levels, diverting transportation funds for non-transportation purposes would take
place only through legislative action of our representative state governments. The remaining federal
highway funds would be granted to states solely for the National Highway System.

Total System Preservation. Inasmuch as turnback provides for the maximum flexibility in the use
of fhnds, states %%ill be in the best position to ensure that all components of the intermodal
transportation system arepropcrly maintained and preserved. Regions and localities will be in the
best position to expand or improve their respective systems based on local land use decisions.

FILLING THE GROWING GAP

In recent years. federal general fund support for transit operating costs has declined significantly
and it is expected to decline even further in the coming years. Some states can address this need
by using flexible state or locally generated funds. For example,. regional-option fuel or sales taxes
can be dedicated to local transportation needs.

In California. pending legislation will create a notion of "regional choice." Simply translated. this
will mean that 800 of all state controlled transportation funds will be allocated to and uscd at the
sole discretion of regional and local government. By analog, this is similar to what we seek from
the federal ISTEA Reauthorization.

California is watching the gap between transportation demand and capacity to pay widen.
Contributing to this gap are the unaddressed transportation needs associtaed with the NAFTA. As
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long as the federal government ignores its responsibility to address the effects of new program
requirements, we will need maximum flexibility and creativity in order to accommodate these
competing needs.

SUMMARY

In summary, the federal government's mission in building a national highway system is complete.
We should use the reauthorization of ISTEA as an opportunity to reevaluate the need for a
continued, massive federal transportation bureaucracy. and ask. "What value is added by this
organization?"

I will argue now and in the future that the federal government has succeeded admirably in its
original mission. Now keeping with the 10th Amendment of the U.S. Constitution we should
devolve to states the responsibility to maintain. improve, diversify and tailor thc transportation
system to meet each state's respective needs.

In the final analysis I hope that the Congress will have the objectivity and courage to recognize
that your mission is complete. and move aggressively toward downsizing the US DOT and
devolving more authority to state and local governments.

Let's have more bridges and fewer bureaucrats.

Thank you for your consideration.



621

ADDITIONS TO THE RECORD

Testimony of Representative John Joseph Moakley
before

The Subcommittee on Surface Transportation
on

ISTEA Reauthorization
Maintaining Adequate Infrastructure: Federal Funding Distribution Formulas

July 11, 1996

Mr. Chairman, I commend you for holding these hearings so that we can begin a constructive
dialogue on a crucial issue as we move into the 21st century. The title of this hearing is certainly
appropriate -- "maintaining adequate infrastructure" -- since I think we all recognize what a vital
role transportation plays in our lives and what a role transportation has played in the development
of our nation. The expansion of roads, bridges and highways in the United States has brought us
closer together, contributed to our economic growth and continues to link us closer and closer to
different parts of the country.

As we move into the 21 st century, Congress faces challenges ahead as we attempt to downsize
our government and trim our federal spending. I have always and continue to believe that the
federal government has a vital role to play in ensuring that our country maintains a solid
infrastructure since our economic well being is contingent on it. The ISTEA legislation made a
commitment to strengthening our nation's infrastructure and the federal government must
preserve that pledge and be consistent in honoring that commitment.

There has been a great deal of discussion lately about changing the current distribution formula
for federal highway funds to the States. There are Members who argue that the current funding
formula is unfair and advocate a proposal where states would be guaranteed a 95% return on
what states contribute to the highway fund. I would urge Committee members to thoroughly
examine this approach and the consequences it could have on our nation's highway infrastructure
as a whole.

In my state of Massachusetts, we have always had unique transportation needs. As you know,
Boston is one of the oldest cities in America and ifyou ever drive in Boston, you'll see that.
Boston, unlike New York or Washington, D.C., was not a planned city. Many of our roads were
just paved over from where horse carriages and buggies once traveled. Hence, Boston area
residents suffer from some of the worst traffic congestion in the nation. In 1991, as part of the
ISTEA legislation, Congress and the federal government recognized Boston's unique needs and
made a commitment to build a new highway to help alleviate the traffic congestion from which
commuters in Boston suffer. Since it is estimated that travel nationwide will increase by 60%,
the federal government needs to be consistent in its pledge to assuage the problem of congestion
in and around our urban areas. If we fail to address this problem adequately, it will directly
:ranslate into growing costs to businesses and then ultimately to consumers.

Undoubtedly, Massachusetts along with other Northeast states have benefitted from the current
funding formula under ISTEA. However, Massachusetts for many years passed up federal
highway funds because there wasn't as great of a need for highway improvements as there is
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today. The premise that the original ISTEA legislation clearly recognized that some states will do
better than others over different periods, depending on what highway improvements are needed.

The current system of ISTEA distribution formulas for states represents a balance between
addressing the individual states' relative transportation needs and the relative amounts of federal
taxes contributed by each state. To destroy this balance by ignoring the relative needs of the
states and basing the apportionment of federal funds primarily upon the ability of each state to
collect fuel taxes would fail to recognize the unique highway infrastructure needs of each state.
Further, the highway program is the only federal program which even considers the revenue
contributed by each state as a factor in distributing federal aid.

In other areas of aid, the federal government recognizes the unique needs that different states
have. For example, states such as Florida and California need and deserve federal disaster relief
In many Midwestern states, farm subsidies are considered essential to the agriculture industry.
Mr. Chairman, Massachusetts' unique needs are in the area of transportation infrastructure. I am
asking that in the Reauthorization of ISTEA that the Congress continue to recognize
Massachusetts' unique transportation infrastructure requirements and remain consistent with its
federal committment.

The ISTEA legislation is a visionary measure that was overwhelmingly approved by bi-partisan
majorities five years ago and is providing America with the intermodal transportation needed to
effectively compete in the global economy. I believe for the most part, ISTEA is working very
well and I would encourage you, Mr. Chairman, as well as members of the committee to carefully
examine the ramifications of changing the current federal formula distribution.

We made a commitment to the American people five years ago that an investment in our nation's
infrastructure is vital to preserving our competitive advantage throughout the world and
maintaining the well being of our citizens. Let us continue to be consistent with that promise.
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2. Reveue Rcolafment Secrsy Dunphy's proposal Is based on a prmise diet CAlifornia or local
govenmes cas simply Itans sare or local taxes so snake Opth difference In the reduced level of
federal funding. Curnont state law provides for a rmaplcent of soe hut n all of the cTent
federal gmaliM tax if hmwesa sute msnalwhnlliiy. U nder the Ste's cw .titutio, to recapte
the remining fedelt gas lax would require a two-thirds vote in the LegIslatm. Such a vot is very
difficult to achieve, mamig that the likdy result is a reduction in availahl revenue for

oipustatu at a "cee when Califtrnla seds a dramatic innseres in tending to adeqats ey mainbti
ihs citing irfl url and to meet the needs to retain a competisive economy. lT proposal
cliag local govnm could similarly enact replacement taxes would require a rwn-thirds vote
of the local electoraz an eves mor difficub approval stand to meet. We do not believe this
proposal should go forward unless t ae sat legislaie repiecams funding.

3. Critical Federal Roz Air Use Movement of Goods. The ecnicep of uming back nmoratlon
responsibiliy from the federal ,oveMas to the states Is based on a recognition tha tie naonal
interstate sen Is La ly complft. This premise fails to accost for Use enormous challenge of
movin goods, particularly those moving dwruogh our border crossings and our po trough highly
congstod urban ares to reach mustonor throuout California end other taes. 1hi1 I1 C awly a
shared f-dwaliatas responsibility and the importance and the cot of mccting these tramspotation
needs ape to be understued by ,ecretary Ounphy.

We believe the. am crcticul ames that must be addressed before this proposal Li further omldered. In a
Statewide meeting. on July . rupnmprcnttivcx olthe Stale Buiness Trnmsportation and Hoaunig Agency
agreed to meet wiit Ty counterparts throughout the state to dctcmminc whether or no these concem can
be resolved. We nsucs diet you raise these concerns when Secretary .unphy resents his proposal to the
House lranaposrtaon and Infsustrustare Ua .mittee on Ibursday. June 11, and stt our conern tkat tlis
proposal should not be seriously consIdered unless and until these problems have been adequately resolved.

If you or ynor Maff have any quesiot s or would like nor infomat about ay ofthese issues or the
potential local impacts, plat give ne a call at S05/78 1-4219. Thank you for your continuing support.

Sincerely,

Ronal L Do Carl
ExecutJve 'Iretor

c; Secretary Dea Dunphy
SLOCOG delwgas.
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California Consensus Policy Principles
on the Reauthorization of ISTEA

Passage of d Intermodal Surface Trans ion ency Act (ISTEA) in 1991
epesee a watershed event in d evoluon of federal nsportation policy. It marked
te e of the ~nersuc Mghway construcion period and the begl zi$ of an er
enhaszln system se4vation, the efficient operaton of existing transportation
ntwor, improved intermodal integration. and significantly increased state and local
discretion and control over finacing decisions. ISTEA firmly established the principle
that ansportation issues should be addressed on the basis of multi-modal systems rather
than gmps of competing modes, caegories, project, and juArsctions.

California was inmstnmental in sha .g the ISTA of 1991 and is well advanced in applying
many of the important changes wh h it advocd. It is in the interest of California's
transportation sector to continue to ilMuence national transportation policy. Accordingly,
the folowing consensus policy principles on the reauthorization of I TEA have been
endorsed by the state and local government agencies identified below to guide the state's
legishtive efforts and to build on the fundamentals enacted in the original ISTEA.

FUNDING FLEXIBILITY

ISTEA Reauthorization should preserve the basic architee e of ISTEA's currnt
program categories and refrain from creating any new funding pots, categories or
take-downs for Specific nwpration modes or purposes. Transferability and
flexibilty should be ea=dd

STREAMLINING FEDERAL -REGULATORY OVERSIGHT

ISTEA Rauthorizadon should restrain the rulenaling authority of the US DOT and
US EPA, reconcile the conformity requirements of the Clean Air Act of 1990 with the
limited effect of transportation projects and p ams on air quality. eliminate
federal/sutte duplication (e.g. NEPA/CEQA), limit review of state and local activities,
and (to the maximum extent poslble) provide for the increased self-certification and
dalegaton of cwvent federal rMglatory authority to the State, metropolitan planningorganization (MPOs), Mgina tzaot planning agencies (RTPAs), cities,
cotltes, and other local agencies.

* NATIONAL HIGHWAY SYSTEM

ISTEA Reauthorizaion should reflect a si&yfly reduced federal oversight role
while ensuring the effective cti oa limited National Highway System hat
supports €tory condors and national defense, as well as both interstate and
international mobility. Cities and counties acig through the MPOs and RPAs
should have ful auhodr7 aWd flexibiliy t integrate the NHS with oder public and
private modes, m1tbpoan systems, and rural roads to ensure the effective
movement of goods, services, people and information.

# FEDERAL MANDATES

ISTEA Reauthorizntion should restrict or eliminate federal sanctions and fully fund
transportation mandates imposed by Congess though legislation or the Executive
Branch through adminiscativ regulation. Federal mandates and regulation should
be required to demonstrate their cost-effectiveness. Full funding should not be at the
expense of other transportation programs
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CellforruI Conmzenau Policy Pdincples an the Reauthorinatko of ISTA
Page 2

a FEDERAL/STATE/LOCAL RELATIONSHIPS

The federal role in transportation policy should be reduced and statellocal decision
making should be strenStbened. AccordinSly, ISrEA reawhorizaoio should limit
federal involvement principally to strategic planning, transportation safety, and
appled research and development. ISTEA Reauthorization also should continue the
reqiremnr (or joint starelocal approval of the Transpottion Improvement Progra

OI)designed to expend federal funds.

, FUNDING DEDICATION AND EQUITY

ISTEA Reauthorizadun should ensum that all federally imposed transportadon excise
taxes and fees am devoted exclusively to transportation pUrposes by returning all fuel
tax revenue divemtd for other purposes to the Highway Trust Fund. removing the
tanprtadion trust funds from the unified federal budget and spending down the
available balances in the trust funds. ISTEA ReauthoizaLion should reestablish that
federally imposed transportation excise taxes and our fees will be equitably asecd
and equitably distributed. Donor states should receive minimum allocations of no
less than 95%.

* INNOVATIVE FINANCING

ISTEA Reauthorization should authorize and ewourage state and local jurisdiction to
apply innovative solutions including privatization, public-private partnerships,
intelligent transportation systems, joint development projects, and public agency toll
pricing as ways to address the growing transportation financing gap and to encourage
the rapid deployment of transportation technology.

DEMONSTRATION PROJECTS

ISTEA Reathorizatioc should limit highway demonsaon projects to state TIP
projects tha meet strictly applied state criteria, including approval by local and state
transportation authorities,

a SYSTEM PRESERVATION

Consistent with LSTEA's declaration of National Transportation Policy and fiscally
sound management practices, ISTHA Reauthorizatkm should recognize the
prm et importance of malatinng the existing trasportation system.
Acordingly, state and loral officials should be abla to proga intmaucc and
meabUitadon projects of all modes In the TIP, exempt from the conformity
requimments.

DEAN R. DUNPHY ROBERT A. WOLF
Secretary Chairman
Business, Transportation California Transportation Commission

& Hosing Agency (BTH) (CTC)
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Clifou=Ia Cosftwu. Poliy Prhdpl" an the Rit ahodzat of WSA

(signa ures continued...)

.J&E .VAJ EN M

California Department of
Transportation (Caltrmns)

League of CA Cities
Mayor, El Centro

zckdlve Dvfrt
Mufted Comnty Aoldon of
Governmets

Excutite Dfretor
Butte County Assoc. of Governments

(BCAG)

NKE IE VIN
President
CA State Association of Counties
(San Mateo County)

Cainmr, Htrboldt Cout COG

Kern Council of Governments

LA CE D. D M
Executive Director
b petoro tan Transportation

Commisson (NTC)
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RONALD L DECARLI
Executive Director
San Luis Obispo Council of
Governments

BAR.BARA GOODWIN
Executive Director
Cowmdl of Fresno County Govermehnts

GERALD R. LORDEN
Exec"Drectdor
Santa Barbara County Governments

Executive Director
San Joaquin County Council of

Governments

I~ e. CammiA.
GARYI. DICKSON
Executive Director
Stanislaus Area Association of
Goverrnents

Smcrnmento Area Cound of
Governuients (SACOG)

Shasta County Regional Transportation
Planning Agency

Executive r
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Executive Director
Southern California Association

of Governments (SCAG)

DOU A SWLSON
Ezextive Secretary
Tulare County Assocatlon of

Governments

KENNT1 L SULZE )
Executive Director
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Nevada County Transportation
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ixe"utive Director
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ISTEA REAUTHORIZATION: INNOVATIVE
FINANCING

THURSDAY, JULY 18, 1996

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON SURFACE TRANSPORTATION,

COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The subcommittee met, pursuant to notice, at 9:31 a.m. in room
2167 Rayburn House Office Building, Hon. Thomas E. Petri (chair-
man of the subcommittee) presiding.

Mr. PETRI. The committee will come to order.
This morning we continue our series of hearings on the reauthor-

ization of ISTEA and take an in-depth look into the innovative fi-
nancing of highway and transit projects.

There have been several recent developments in this area that
have received a lot of attention: Congress has provided $240 mil-
lion in contingent loans to Orange County, California, to construct
toll roads; the National Highway System Designation Act author-
ized a ten-State State infrastructure bank pilot program; and the
House-passed fiscal year 1997 Department of Transportation ap-
propriations bill provided a $400 million loan to the Alameda Cor-
ridor.

These initiatives have created a lot of excitement within the
transportation community. They show that the Federal Govern-
ment can help get projects built through new and innovative ap-
proaches.

Innovative financing, however, is not painless. It's not a panacea
for all of our country's transportation infrastructure ills and it can-
not create money out of thin air.

Furthermore, I'd urge that we proceed with caution whenever
debt financing is involved. Innovative financing exposes the high-
way and transit programs to substantial new risks. Financing op-
tions developed to date are not appropriate for most transportation
projects. While it may prove to be an effective supplement, innova-
tive financing will not replace the basic program.

I'm pleased to welcome the many distinguished witnesses that
will be testifying before the subcommittee today, and I would also
like to welcome our colleague from Connecticut, Representative
DeLauro. We will be hearing from her in a minute.

We'll also hear from Mortimer Downey, the Deputy Secretary of
the Department of Transportation. Sir, welcome. He will be accom-
panied by the Assistant Secretary for Budget and Programs, Louise
Stoll, and the Deputy Administrator of the Federal Highway Ad-
ministration, Jane Garvey.
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We're pleased that all of you could join us today to share your
erspectives on innovative financing. I know that you have very
usy schedules, and we'll try to operate as quickly and as expedi-

tiously as we can.
We'll then hear from a panel of witnesses representing transpor-

tation projects that are using innovative financing approaches, and
we'll also hear testimony from the perspective of the financial com-
munity and from the trucking community.

I look forward to hearing from our distinguished panelists and
learning their views on innovative financing, as well as their rec-
ommendations for improvements in the future.

At this point I'd like to yield to the ranking democrat on the sub-
committee, Congressman Nick Rahall.

Mr. RAHALL. Thank you, Mr. Chairman.
Let me say first, Mr. Chairman, it is, indeed, a relief, however

temporary it may be, to be done with the hearings on highway fund
apportionment formulas to the States.

[Laughter.]
Mr. RAHALL. Last Thursday or Tuesday, whenever it was, was

not a very delightful day.
But at last week's hearing, to say the least, the donee States

were severely outnumbered by the forces that have gathered be-
hind the step 21 proposal. Coming from a rural State such as West
Virginia, which traditionally elects democrats, I never thought I
would say, Thank God for George Pataki and the State of New
York.

[Laughter.]
Mr. RAHALL. But we did hear excellent testimony from the com-

missioner of the New York Department of Transportation, John
Daley. We found common ground. But I must admit at times I felt
a bit lonely carrying the donee State banner.

But you and I, Mr. Chairman, also had the opportunity to dis-
cuss these issues with our Nation's governors on Monday at their
National Governors Association meeting. Our former colleague and
now governor of Tennessee, Don Sundquist, was particularly sup-

rtive of the donor State view of the highway program, to say the
est.

But hopefully all of us will be able to work out the apportioned
formulas issue in a fair and equitable manner-and I think you
krow what I mean by "equitable," Mr. Chairman.

But the focus of today's hearings presents us with an almost
equal challenge as the donor/donee State controversy. Without an
increased emphasis on innovative financing schemes, I fear that
the amount of resources we have to combat our crumbling highway
infrastructure will continue to dwindle. This is, then, a particularly
important hearing.

Unfortunately for myself, the health and safety of our coal field
residents is coming under attack in another subcommittee upon
which I serve, and I'm going to have to excuse myself in a few min-
utes to go over there and defend against some rather outrageous
proposals.

But, as you can see, when you represent a donee State, Mr.
Chairman, life is not particularly easy.
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So I thank you and I do want to welcome our colleague from Con-
necticut, Ms. DeLauro, to kick off today's hearings, as well as the
panel of experts that will be following her from the DOT, people
with whom we've worked with over a number of years and relied
upon their professionalism a number of times.

Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
[The prepared statement of Mr. Rahall follows:]
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OPENING REMARKS OF U.S. REP. NICK RAHALL
Ranking Democrat Member

Subcommittee on %ufce Transportation
July 18, 1996, Hearing

Mr. Chairman. First, let me note that it is somewhat

of a relief, at least temporarily, to be done with the

hearing on highway fund apportionment formulas to the

States.

At last week's hearing, to say the least, the donee

States were severely outnumbered by the forces

garnered by the Step 21 Coalition.
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Coming from West Virginia, a rural State which

traditionally elects Democrats, I never thought I would

say: thank god for George Pataki and the State of New

York.

New York DOT Commissioner John Daly and I found

common ground at our last hearing, but I must admit, at

-times 'I felt a bit lonely carrying the donee State

standard.

You and I, Mr. Chairman, also had the opportunity to

discuss these issues with our Nation's governors on

Monday, at the National Governors Association meeting

in Puerto Rico.
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Our former colleague, and now governor of

Tennessee, Don Sundquist, was particularly supportive

of the donor State view of the highway program, to say

the least. But hopefully, all of us will be able to work out

the apportionment formula issue in a fair and equitable

manner.

And I think you know what I mean by equitable, Mr.

Chairman.

The focus of today's hearing presents us with an

almost equal challenge as the donorldonee State

controversy.
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Without an increased emphasis on innovative

financing schemes, I fear that the amount of resources

we have to combat our crumbling highway

infrastructure will continue to dwindle.

This is, then, a particularly important hearing.

Unfortunately, the health and safety of coalfield

residents is coming under attack in another

Subcommittee which I serve on and I am going to have

to excuse myself to attend that markup in a few minutes.

As you can see, when you represent a donee State,

life is never easy.
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Thank-you, and I do want to note that I will review

the transcript of this hearing with great interest.
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Mr. PETRI. Statements by the chairman of the full committee,
Mr. Shuster, and Mr. Oberstar, if submitted, will be included in the
record.

[The prepared statement of Mr. Shuster follows:]
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OPENING STATEMENT
HONORABLE BUD SHUSTER

SUBCOMMITTEE ON SURFACE TRANSPORTATION
ISTEA REAUTHORIZATION HEARING

MAINTAINING ADEQUATE INFRASTRUCTURE
IN AN ERA OF SCARCE RESOURCES:

INNOVATIVE FINANCING
THURSDAY, JULY 18, 1996

9:30 A.M. 2167 RHOB

I WANT TO WELCOME ALL OF THE WITNESSES, MANY OF WHOM
HAVE TRAVELED QUITE FAR, TO ANOTHER ONE OF THIS
SUBCOMMITTEES HEARINGS ON THE REAUTHORIZATION OF
ISTEA. TODAY'S HEARING WILL HIGHLIGHT INNOVATIVE
FINANCING OF SURFACE TRANSPORTATION PROJECTS.

MANY EXCITING DEVELOPMENTS HAVE OCCURRED IN THIS
AREA. THE PRIVATE SECTOR, THE STATES, AND LOCAL
GOVERNMENTS HAVE BEEN USING NON-TRADITIONAL
METHODS OF FINANCING TRANSPORTATION PROJECTS. THEY
ARE DOING THIS TO FINANCE PROJECTS THAT OTHERWISE
COULDN'T BE BUILT AND TO STRETCH SCARCE PUBLIC FUNDS.

THERE UNDOUBTEDLY WILL BE MUCH WIDER USE OF
INNOVATIVE FINANCING IN THE FUTURE. TODAY WE WILL TRY
TO DETERMINE HOW THE FEDERAL PROGRAM CAN ENCOURAGE
THIS, OR PERHAPS ASCERTAIN HOW TO GET THE FEDERAL
GOVERNMENT OUT OF THE WAY.

INNOVATIVE FINANCING, HOWEVER, IS NOT THE TOTAL
ANSWER FOR OUR INFRASTRUCTURE PROBLEMS. IT IS USEFUL
IN CERTAIN SITUATIONS, BUT WE ALSO NEED TO MAKE SURE
THAT THE TRADITIONAL PROGRAMS ARE NOT NEGLECTED OR
UNDER FUNDED.
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Page 2

FINALLY, I AM CONCERNED THAT INNOVATIVE FINANCING WILL
BE USED AS A RATIONALE TO CUT FUNDING OR 10 TRY TO HIDE
BUDGET CUTS. IF INNOVATIVE FINANCING IS MISUSED IN THIS
WAY, I FEAR THAT LEGITIMATE INNOVATION WILL BE HURT. IT
IS IMPORTANT TO REMEMBER THAT THIS IS AN ADDITIONAL
TOOL FOR THE STATES, NOT A REPLACEMENT FOR OTHER
TOOLS.

* I LOOK FORWARD TO HEARING FROM TODAY'S WITNESSES. AS
IS OFTEN THE CASE, I AM SURE THEY WILL PROVE THAT PEOPLE
OUTSIDE WASHINGTON ARE AT THE CUTTING EDGE AND WE
HAVE MUCH TO LEARN FROM THEM.

* I ALSO WANT TO WELCOME REPRESENTATIVE DELAURO WHO
HAS KEPT US FOCUSED ON THIS ISSUE FOR A LONG TIME AND
DEPUTY SECRETARY MORT DOWNEY WHO HAS BEEN A LEADER
ON THIS ISSUE.

July 17. 1996
K:JSTEA-2HtlEARINCGS EGWSOIIN IN
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Mr. PEM. Mr. Poshard, do you have an opening statement?
Mr. P OSHARD. Mr. Chairman, I'd just ask unanimous consent to

submit an opening statement for the record.
Mr. PETRI. Sure.
[The prepared statement of Mr. Poshard follows:]
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COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE

HEARING ON THE REAUTHORIZATION OF ISTEA: INNOVATIVE FINANCING

Opening Statement of Congressman Glenn Poshard

July 18, 1996

Mr. Chairman, it is a pleasure to be here today. The regularity and depth of our
meetings in regard to the reauthorization of ISTEA show not only the importance of this
legislation but this Committee's dedication to it. I appreciate your efforts and those of the
Ranking Minority Member, Mr. Oberstar, in this regard.

The bottom line for us today is that there are more infrastructure projects than funds
to complete them. Hence, it is utterly appropriate that we broach this issue early. I believe
it is also important, in light of last week's hearing, that we should not let the issue of
apportionment of federal transportation funds to the states disguise the fact that we need to
increase the size of this pie, not just how it is allocated. We must ensure that our highways
and bridges are safe, and to do this we should explore every possible means of financing for
feasible solutions to our funding problems.

Mr. Chairman, I would like to thank all of our panelists today, especially our
colleague Representative Delauro, for their help in getting to these answers. I look forward
to hearing their ideas and insights on our way toward our mutual goals.
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Mr. PETRi. And now, Representative DeLauro, welcome. We look
forward to your statement.

TESTIMONY OF HON. ROSA DELAURO, A REPRESENTATIVE IN
CONGRESS FROM CONNECTICUT

Ms. DELAURO. Thank you very, very much, Mr. Chairman. I
want to say thank you to you and to Ranking Member Rahall and
the other members of the subcommittee. Thank you for inviting me
to testify this mornings.

First I know we all share the sorrow of the families who lost
friends or loved ones in flight 800, the TWA crash last night, a hor-
rendous event. Our hearts and our prayers are with the families
of those people today.

I want to commend my colleagues on this subcommittee for rec-
ognizing the importance of leveraging Federal resources to attract
investments by State, local, and private interests.

I think we all concur that our economic future in this country re-
lies heavily on our ability to be able to find creative approaches to
financing infrastructure projects, and we all also know that innova-
tive financing can create hundreds of thousands of new jobs in this
country and give our Nation the modern infrastructure that we
need to be globally competitive.

Innovative financing means more projects will be built with less
of American taxpayers' dollars, and, in many cases, one dollar of
Federal investment has the potential to provide a return of $10 or
more from other public or private investment sources.

I just would like to take a few minutes to explain my own plan
for leveraging Federal investments in infrastructure, and I offer
this approach as a potential strategy for creating innovative financ-
ing tools in the ISTEA reauthorization.

On March 27, 1996, I re-introduced the National Infrastructure
Development Act, which I first introduced at the end of the 103rd
Congress. The bill contains the financial tools necessary to create
more than $250,000 jobs and to help mend our Nation's crumbling
infrastructure.

It works by leveraging a limited public expenditure to attract
other public and private capital for infrastructure projects.

I might'add, in looking into this area 2 or 3 years ago when we
first proposed this effort. They there was a variety of investment
of private capital in the infrastructure of other countries in the Pa-
cific Rim and elsewhere. The notion was, "Why can't we have that
kind of capital being invested-private capital-in our own coun-
try's infrastructure, when it is in serious need of having that kind
of investment?"

Economic instability and stiff international competition have cre-
ated a great need for new jobs.

I also come from the State of Connecticut, where we've had to
begin to think about how to be innovative in financing with regard
to creating jobs, since we have been reliant on a defense industry
and an insurance industry as the primary generators of jobs in the
State. With the insurance industry consolidating and, as we all
know, the Defense Sector downsizing, we need to think about how
to expand creatively the jobbase in the State. This also led me to
this effort.
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We need to make investments in our roads and our bridges, our
airports, our sewers, our schools, to make our Nation more com-
petitive.

The bill accomplishes both job creation and infrastructure devel-
opment objectives.

Also, we know that infrastructure creates good and high-paying
jobs, and enables businesses to perform at full capacity.

What the National Infrastructure Development Act will do to
achieve these ends is to invest in and insure infrastructure projects
through a Government-controlled corporation in order to reduce
public and private investment risks.

The National Infrastructure Corporation would be funded by an
annual $1 billion Government investment over a 3-year period.

As projects begin to produce revenue through tolls and user fees,
taxes, and other revenue-producing means, the corporation would
be repaid with interest, and eventually become self-sustaining,
much like the recently-privatized U.S. Enrichment Corporation.
Over time, the taxpayers' initial $3 billion investment in the cor-
poration would be repaid.

Its end product is to be self-sustaining and not to continue to
have Government funding.

Construction or repair of roads, highways, bridges, tunnels, air-
ports, mass transportation vehicles or systems, and passenger rail
vehicles or systems are among the potential kinds of corporation in-
vestments.

The legislation also targets the pension community and other in-
stitutional investors as funding sources for infrastructure projects.
The investors represent about $4.5 trillion in investment potential.

The bill would enable public and private investors to offer bonds
to pension funds for infrastructure construction. The bonds, called
"public benefit bonds," would be attractive investments for pension
funds because the bonds enable them to pass on the tax benefits
to pensioners. The bonds would be revenue neutral, and studies
show that they are likely to be revenue positive.

There are a variety of benefits, I think, from this kind of an ap-
roach. American workers benefit through good jobs, American
usinesses benefit from reliable infrastructure, American taxpayers

benefit from better modes of transportation for fewer tax dollars
and better environmental quality, and pension investors benefit be-
cause they can look for investment opportunities in the United
States instead of overseas.

In conclusion, I know that we in Congress, and I think that the
American public are ready to take a look at new and creative ways
to deal with infrastructure projects and how we can finance these
projects. In my view, the combination of the private and public dol-
lars working together can help us to meet the needs that we have
in that shortfall of infrastructure project funding that we know ex-
ists out there.

I will tell you that when we first put forward the bill we had
overall support of the effort from some of the public securities
groups and industry, some of them, as well as from labor and other
quarters. My hope at that time was that we could move forward
in the 104th Congress to advance this measure. It's why I'm really
very excited by the prospect of this hearing today and what we
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might, in fact, be able to accomplish in the area of innovative fi-
nancing. I think it can only help us get the needed infrastructure
that we want and also put people to work in this country and help
to invest in and to grow the economy.

Thank you for the opportunity to be able to talk about this effort
this morning.

Mr. PETRI. Thank you.
Ms. DELAuRO. Sorry I went over my time.
Mr. PETRI. That's all right. Thank you for your leadership in this

important area.
Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
Thank you very much for your testimony today. It's a very inter-

esting concept and I'm certainly appreciative of your bringing it to
our attention.

I'm just kind of curious about where the ideas for this approach
came from. Is it something that has perhaps been tried in your
State of Connecticut, or are you aware of other States that may be
experimenting with this concept?

Ms. DELAURO. I do not know about the experimentation in
States. It is not being tried. Quite honestly, I just read a lot, of the
literature about how we respond to the absence of the kinds of $50
bilUion to $60 billion to hundreds of billions of dollars that the Con-
gress could appropriate for these kinds of projects that was not
likely to happen. I decided we needed to think about how we begin
to attract private capital rather than just meeting our needs with
the public funding was available.

There was a lot of literature in the area. People like Felix Rotayn
and others have engaged in this kind of debate for a while, and I
was trying to think about how we could, again, maintain control of
that public funding. I also looked at how we could make such an
entity self-sustaining in the future, and how we involve States and
localities and investors through the use of public benefit bonds.

It really, for my part, came out of reading the literature in the
area of trying to look at ways in which we could not have to totally
rely on taxpayers' dollars for this kind of an effort.

Mr. RAHALL. Very good. Thank you.
Ms. DELAURO. Thank you.
Mr. PETRI. Mr. LaTourette, do you have any questions?
Mr. LAToURETTE. Not at this time, Mr. Chairman.
Mr. PETRI. Mr. Poshard?
Mr. POSHARD. Thank you, Mr. Chairman.
Rosa, I just wonder, with respect to your bill, what additional

benefits would we obtain from a national program of the scope that
ou're talking about compared to an expanded State infrastructure
ank program?
Ms. DELAURO. As I say, I think we're looking at approaches.

We're trying to figure out how we can best get to this goal of fund-
ing the infrastructure financing shortfall.

I think it's a bit more efficient than the State infrastructure
banks concept. The State Infrastructure Bank's can only finance
transportation projects, as I understand it, at the moment. This
National Infrastructure Development Act finances a variety of
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other kinds of infrastructure projects that can collect revenue
through tolls, user fees, and other means.

You can take a look at schools and a whole variety of other kinds
of projects, I think, that can be folded into this kind of concept.

I think it's worth exploring which route is better. I think that
that's a national approach is a wonderful road to go down when
we're looking at potential options for this effort. I, for one, would
be delighted to engage in conversations and work sessions, if you
will, where we can take a look at what might be the better route

I-understand the State revolving loan concept. I'm a big sup-

porter of that. I think that it has worked very well. But I think
that we need to be as expansive as possible in this concept and to
be bold, if you will. I think we're ready for an approach that takes
what money we can put up here and deals with trying to attract
funding from other sources. '--

There is a substantial proportion of that $4.5 trillion from the
pension funds of institutional investor-that is a potential out
there that we have not begun to tap into for infrastructure im-
provements. We need to find ways to encourage people to invest in
what we're trying to do here in a broad array of projects.

Mr. POSHARD. Thank you.
Thank you, Mr. Chairman.
Mr. PETaI. Thank you.
Ms. DELAuRO. Thank you very, very much. I look forward to

working with the committee.
Mr. RETRI. Thank you very much.
[The prepared statement of Ms. DeLauro follows:]
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THE HONORABLE ROSA L. DELAURO
INNO VA TIVE FINANCING

AND THE IS TEA REA UTHORIZA TION
July 17, 1996

An Approach to Creating Jobs and Building Infrastructure

I commend my colleagues on the Surface Transportation
Subcommittee for recognizing the importance of leveraging
federal resources to attract investments by state, local and
private interests. America's economic future will rely heavily
on our ability to find creative approaches to financing
infrastructure projects. Innovative financing can create
hundreds of thousands of new jobs in this country and give
our nation the modern infrastructure we need to be globally
competitive.

Innovative financing means more projects will be built
with less of the American taxpayers' money. In many cases
a one dollar federal investment has the potential to provide a
return of ten dollars or more from other public or private
investment sources (according to a Lehman Brothers source).

I would like to take the next few minutes to explain my
own plan for leveraging federal investments in infrastructure.
I offer this approach as a potential strategy for creating
innovative financing tools in the ISTEA reauthorization.

On March 27, 1996, 1 reintroduced the "National
Infrastructure Development Act," which I first introduced at
the end of the 103rd Congress. This bill contains the
financial tools necessary to create more than 250,000 jobs,
and help mend our nation's crumbling infrastructure. It
works by leveraging a limited public expenditure to attract
other public and private capital for infrastructure projects.

Economic instability and stiff international competition
have created a great need for new jobs. At the same time,
we need to make investments in our roads, bridges, airports,
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sewers and schools to make our nation more competitive.
This bill accomplishes both objectives.

Investments in infrastructure create good, high paying
jobs, and enable businesses to perform at full capacity. With
a small federal investment, the tools created by the National
Infrastructure Development Act will improve our nation's
infrastructure and create 250,000 to 500,000 new jobs.

The National Infrastructure Development Act will do this
by investing in and insuring infrastructure projects through a
government controlled corporation in order to reduce public
and private investment risk. The National Infrastructure
Corporation would be funded by an annual $1 billion
government investment over a three year period. As projects
begin to produce revenue through tolls, user fees, taxes, or
other revenue producing means, the corporation would be
repaid with interest, and eventually become a self-sustaining,
privately controlled corporate financing mechanism much like
the recently privatized U.S. Enrichment Corporation. Over
time, the taxpayers' initial $3 billion investment into the
Corporation would be repaid.

Construction or repair of roads, highways, bridges,
tunnels, airports, mass transportation vehicles or systems,
and passenger rail vehicles or systems are among the
potential types of Corporation investments. These
investments would strengthen the U.S. economy, and
improve our nation's infrastructure.

The legislation also targets the pension community and
other institutional investors as funding sources for
infrastructure projects. These investors represent $4.5
trillion in investment potential.

The bill would enable public and private investors to
offer bonds to pension funds for infrastructure construction.
These bonds, called Public Benefit Bonds, would be attractive
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investments for pension funds because the bonds enable
them to pass on tax benefits to their pensioners. These
bonds would be revenue neutral, and studies show that they
are likely to be revenue positive.

This is a "good government" bill that benefits every
American.

o American workers benefit through good jobs.
Under my bill, every dollar in federal investment will
result in ten dollars of actual construction. So each
billion dollars in federal investment will create 240
to 450 thousand new jobs.

o American businesses benefit from reliable
infrastructure. Businesses depend on airports,
roads, wastewater treatment facilities, and clean-
water projects. Stronger infrastructure will aid
economic expansion.

o American taxpayers benefit from better modes of
transportation for fewer tax dollars, and better
environmental quality.

o Pension investors benefit because they can look
for investment opportunities in the United States
instead of overseas.

In conclusion, the American people are ready, willing
and able to get to work to tackle the big challenges facing
our country. It is up to us to summon the will and the
leadership to create opportunity and get this job done.

I urge this subcommittee to consider the financing tools
created by the National Infrastructure Development Act to

determine how it could impact current.ISTEA projects. Now

is the time for us to move this important piece of legislation.
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Mr. PETRI. On our second panel is Mr. Mort Downey, deputy sec-
retary of the U.S. Department of Transportation, accompanied, as
I indicated earlier, by Louise F. Stoll, the assistant secretary for
budget and programs, chief financial officer, Department of Trans-
portation; and Jane Garvey, deputy administrator, Federal High-
way Administration.

Welcome. Feel free to proceed as you wish.

TESTIMONY OF MORTIMER L. DOWNEY, DEPUTY SECRETARY,
U.S. DEPARTMENT OF TRANSPORTATION, ACCOMPANIED BY
HON. LOUISE F. STOLL, ASSISTANT SECRETARY FOR BUDG-
ET AND PROGRAMS/CHIEF FINANCIAL OFFICER; AND JANE
F. GARVEY, DEPUTY ADMINISTRATOR, FEDERAL HIGHWAY
ADMINISTRATION
Mr. DOWNEY. Good morning, Mr. Chairman.
Let me also echo the remarks of Ms. DeLauro with respect to last

night's tragedy. Much of our Department is fully involved in that
matter this morning-the Coast Guard is deployed, the FAA is part
of the investigation.

We certainly express our condolences to the families.
We will keep you advised of any developments that do occur.
I welcome the opportunity to testify on something that, in fact,

has been one of our high priorities and we think a significant
achievement-leveraging the Federal dollar to increase transpor-
tation investment and maximize the benefits in an era of limited
finds.

With me today, as you introduced, are two of our key partici-
pants: Louise Stoll, our assistant secretary for budget and pro-
grams; and Jane Garvey, deputy administrator of the Federal
Highway Administration.

Mr. Chairman, I have a longer statement which I would submit
for the record, if I could just briefly summarize it. Thank you.

With your help we have invested in the Nation's infrastructure
at record levels but, as we all know, the demand for investment
continues to out-pace our dollars.

State, local, and Federal government investments in total are in
a range of $45 billion a year, but that is still below what we could
productively be investing in projects that would improve our trans-
portation service and increase the performance of the economy, so
we have tried to find other ways in recent years to enhance that
investment.

Let me first summarize what Federal Highways has done. We
launched an innovative effort more than 2 years ago. The Highway
Administration asked the States to bring in their high-priority
projects and their ideas within existing dollars as to how those
projects could be moved along more quickly. We were very encour-
aged by the response of the States.

To date in this initiative, Federal Highway has approved more
than 74 projects in 31 States. Their total value is over $4.5 billion.
We have identified $1.2 billion of increased public and private in-
vestment above and beyond what might otherwise have been avail-
able, so we really are bringing in new dollars.
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The efforts have also advanced the construction of the projects.
They are moving ahead more quickly as we find new resources and
new ways to manage them.

Recognizing that, we're very pleased that the Congress, in the
National Highway System Designation Act, made part of perma-
nent law a number of the approaches that we had innovated and
tested. Under that law, States can now match credit for private do-
nations in projects, they can loan their Federal funds to toll facili-
ties or non-toll facilities, and the principal interest in issuance and
insurance cost of bonds can be financed with Federal aid.

Federal Highway can now approve State applications for what
we call "advanced construction," even in the last year of an author-
ization period-a very important issue as we approach the new bill.
We can put projects out there today against the expectation of fu-
ture funds if those projects are part of the State's transportation
program and if they are willing to take the risk.

There are some good examples of what has been working. One
good highway example is the State Highway 190 Turnpike in Dal-
las, a major project to link together elements of that city's trans-
portation system. It was initially proposed in 1964, and by 1995 it
was still stalled because of a lack of financing. It's now moving
ahead, jointly financed and constructed by the Texas Department
of Transportation and the Texas Turnpike Authority.

What these bodies did was figure out how to use their appor-
tioned Federal funds to strenghen their capacity to access the cap-
ital markets on a favorable basis and move the project ahead on
a basis of affordable interest rates. They believe they will complete
this project 11 years earlier than would have happened under the
conventional approach.

Other modes have benefitted, as well. In the rail area we worked
with the city of Cincinnati where, again, for years there was a
problem of congestion-four railroads trying to cross the Ohio River
on two tracks, with backups that affected both rail and highway
traffic.

Using Federal aid congestion mitigation and air quality funds
and private rail funds leveraged by their availability, the State was
able to construct a third track. It is in operation and reducing con-
gestion today.

There have been valuable initiatives in the transit area, includ-
ing the major turn-key projects that are being done with private
sector involvement in San Juan, Puerto Rico, and in northern New
Jersey.

We have worked in the aviation area to explore innovative tech-
niques. Most recently, we have determined that, with some minor
changes in the way Federal Aviation Administration manages the
program, the passenger facility charge collections that are now paid
by users at various airports can serve as backing for debt.

As an outgrowth of all of these innovations, the Department has
worked to implement the state infrastructure bank pilot program
that was authorized in the National Highway System Act. Under
that program, each State can capitalize its SIB with up to 10 per-
cent of its regularly-apportioned transit capital and Federal-aid
highway funds, subject to specified outlay limitations. States are
required to match these funds with a minimum 20 percent local
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share. The States can then use these seed funds to loan money to
transportation projects, or use the funds as a credit enhancement,
or to subsidize the interest rates for a project. Loans will be repaid
to the SIB through project revenue streams; then, with the replen-
ished funds, the State could use the SIB to advance a new round
of projects, and so on, to recycle these funds and further increase
transportation infrastructure investment. We think it has strong
potential.

We have sent legislation to you proposing that we increase the
number of pilot participants, and we have requested some direct
funding to capitalize these banks, again, to get a good test of their
availability. In fact, the Senate Appropriations Committee has
granted that request in their markup of our appropriations bill,
providing funding.

As we look to reauthorization, we think there will be value to
look at a number of ideas, both based on the things we have done
and based on ideas such as we've heard from Ms. DeLauro and oth-
ers. Recent innovations have raised good ideas about how we can
help develop projects.

Our experience in working with the Orange County Transpor-
tation Corridor Agencies and with the Alameda Corridor Transpor-
tation Authorities show that there are ways that a Federal role can
help pull together all of the participants in a project with real po-
tential and get it moving.

As we move into the next century, which that authorization bill
will do, we need to reinforce the idea that the value of our earlier
transportation investments is not lost. We need to be building new
things at the same time we maintain the overall system, and so we
need to find ways to bring new dollars to the undertaking.

As you said in your opening statement, Mr. Chairman, the regu-
lar program, grant reimbursement, will continue, should continue
as the major Federal aid financing tool, but for a number of
projects that have revenues associated with them or have interests
who are committed to seeing them happen and willing to put dol-
lars into them, there are opportunities out there for innovative fi-
nancing, and we think we should and must explore them if we are
going to meet our transportation needs.

I thank you. My colleagues and I are ready to answer any ques-
tions you have.

Mr. PETRI. Thank you.
Mr. Rahall, do you have any questions?
Mr. RAHALL. I don't have any at this time.
Mr. PETRI. Mr. LaTourette?
Mr. LAToURETrE. Thank you, Chairman.
Just briefly, I would like to express my appreciation to the De-

partment, to the Secretary, and the Administration for selecting
Ohio as a participant in the SIB. Already in our District, through
John Platt, who is going to testify a little later from the Ohio De-
partment of Transportation, we have seen the ability of a State to
engage in infrastructure improvements that, but for that item in
the NHS bill of 1995, wouldn't have occurred.

I'm excited about the opportunities that it is going to create for
enhancements within Ohio's infrastructure, and I think everyone
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involved in NHS-the Congress, the Administration, and the De-
partment--deserve credit for it. I'm excited about the future.

I thank you for your participation. I also thank you that you pro-
vided this matrix of the different State applications. I found that
to be fascinating. I thank you, Mr. Downey, for that, as well.

Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Mr. Poshard?
Mr. POSHARD. No questions.
Mr. PETRI. Mr. Borski?
Mr. BORsKi. None.
Mr. PETRI. Mr. Horn?
Mr. HORN. Thank you very much, Mr. Chairman.
Mr. Secretary, we appreciate very much what you and the Sec-

retary have done over the years in your commitment to the Ala-
meda Corridor. You mentioned it in passing. Just to give us an ex-
ample of how this State infrastructure bank works, I'd like you to
walk us through it.

We have the bill out of the House where we didn't mention the
State infrastructure bank. It has been added by the Senate, so your
friends in the House would like to know how this is going to work
out compared to what we originally had in the House language.

Mr. DOWNEY. Just to put a piece of background on this, the Ala-
meda Corridor is a rail and highway project in Los Angeles/Long
Beach aimed at improving access to the port--a very important un-
dertaking inasmuch as the port handles-

Mr. HORN. Two ports.
Mr. DOwNEY.-a very high proportion of-
Mr. HORN. It's actually plural.
Mr. DOWNEY. Two ports.
Mr. HORN. It's the Port of Long Beach.
Mr. DOWNEY. Right.
Mr. HORN. Number one in the country, and the Port of Los Ange-

les, number two in the country.
Mr. DOWNEY. Right. As a former official of the Port of New York,

we have to recognize our effective competitors.
We want to see access to those ports improved, and the State and

the local entities involved want to consolidate the rail lines and
eliminate many of the conflicts that now exist with highway grade
crossings.

It is a project that has good revenue potential. The possibility of
user charges from the railroads make it, long term, a very support-
able and bankable project, but, like any such undertaking, its dif-
ficult times are in the early years when construction is underway
and the revenue flows have not started.

Our budget proposal was conditioned on a Federal loan, which
would be an early inflow of funds into the project, matching up
with project finance and State contributions either from State
funds or Federal funds, but it would fill that critical need for earlyyear financingr.We would ao it on the basis of a stand-by credit for the project,

who would borrow the funds and would come to the Federal Gov-
ernment for repayment. We would have the ability to repay it out
of Federal resources.
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Under the scoring rules, and given the positive nature of the
project, we are able to assess the risk, and the appropriations nec-
essary to back such a loan are in the neighborhood of $53 million.
That was the appropriation we sought this year, and that was the
appropriation granted in the House version of the bill.

The Senate has come back with the concept of financing it
through the State infrastructure bank. We're going to work with
the Senate as to whether that is a viable way to go. We prefer the
approach of directly supporting the project because we think it is
project of national significance and that this is a workable ap-
proach__

But our main goal, as I think we're all seeing the main goal, is
to get the project done, so we're willing to work with all the parties
on a way that assures that it can happen, and hopefully break
ground this year and see it finished in a relatively short period of
time.

Mr. HORN. Well, we appreciate that. What concerned me is how
the capitalization for the State infrastructure bank would relate,
and if that would mean suddenly there are 20 other competing
projects with limited resources as opposed to one national infra-
structure project that everybody, on a bipartisan, bicameral basis
I thought was agreed upon.Mr. DOWNEY. Right. And that, again, was our preference.

Mr. HORN. Let me mention one other area. Are you familiar with
the law that provides for a tax benefit when you're undertaking re-
construction/construction of wharfage in ports? I don't know if the
Department has had any dealing with that. I do have a bill in on
that that has been supported on a bipartisan basis.

A lot of ports throughout America are sort of interested in that
where we could define the wharfage as a 20-mile extension, helping
us on that rail line and the highway, etc., because those rail cars
are moving from the freight assembling yards in a straight line
right up next to the ship to settle things in moving produce, and
other things that are mostly in containers, around the Nation, be-
cause those two ports affect all mainland 48 States economically,
as we've shown in numerous studies.

I didn't know if you'd taken a look at that legislation as to how
something that has been on the books a long time could be an inno-
vative financing method, as the major ports of the country and the
smaller ports take advantage of that to get their facilities up to
speed with what other international ports such as Singapore and
Hong Kong are already doing.

Mr. DOWNEY. We are familiar with the bill, Mr. Horn. The issue
of definitions of wharfage is a tax code issue and Treasury Depart-
ment is the lead department on that, but we have provided our
views to them on the transportation elements of that and other
such proposals, and the needs that such a change in tax policy or
an interpretation would meet, and have urged their favorable
thoughts about it.

Mr. HORN. Yes. The bill is H.R. 1790. So if I ask your Congres-
sional relations people they can get me a copy of your comments?

Mr. DOWNEY. Yes.
Mr. HORN. Great.
Thank you, Mr. Chairman.
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Mr. PETRI. Mr. Mascara?
Mr. MASCARA. Good morning.
Mr. DowNEY. Good morning.
Mr. MASCARA. Welcome. I realize time is of the essence, so I'll

be brief.
I would like to know whether or not a project in my District

that's the size of $1.8 billion-it's a 68-mile stretch of highway from
the West Virginia border at 1-68 to Pittsburgh, Pennsylvania.

My question is: we're trying to be innovative in the approach to
funding this project. We have either committed or have raised $705
million to date. There is $24 million of Federal funds in the project
compared to the total of $705 million. We're using the bonding of
dedicated State tax gas, 14 mills, which generates about $40 mil-
lion a year plus the interest. We have toll revenues and revenues
that are going to be used for bonding. We have a public/private
partnership that we're trying to develop in that region, and, of
course, the user fees also.

My question is this: would you like to see special funding in the
next round of ISTEA that would certainly help projects of this na-
ture where you see a great deal or a disproportionate amount of
local and State monies being invested in a project in ISTEA, that
you wopld reward those kinds of efforts in projects of that nature?

1Vr,)DOWNEY. Ms. Garvey, do you want to comment on that?
W. GARVEY. Well, let me say I am familiar with that project,

and we've actually been working--our division office has been
working closely with some of the project proponents to look at some
of the elements that you've talkedabout.

Actually, as we are looking at some of the innovative financing
projects that come in, we, in fact, do give sort of extra credit, if you
will, to those projects that bring additional private dollars or bring
additional dollars to the table, and I think that's an interesting
concept, and as we work through reauthorization, thinking in
terms of incentives, it's certainly something that we're looking at.

I must say that projects, particularly the size of that one-and
there are many other projects like that-we really do need to look
at new approaches so that we can encourage some additional dol-
lars to the table, as well.

Mr. MAscAm. I thank you for your response.
The other-is there any recognition for an area like that where

you have economic decadence, where this highway is an economic
development highway-if you look at the demographics in that par-
ticular corridor, there is a tremendous amount of human suffering.
In some areas of the valley you have double-digit unemployment.
Is there going to be something in ISTEA that will take a look at
those specific areas to deal with economic development, an eco-
nomic development highway?

Ms. GARVEY. That has certainly been part of some of the discus-
sions we've had to date-how do we deal with some of those areas
that really do have particular economic needs? But we're also see-
ing that many members of the private sector, as they are looking
at projects, are using that as one of the reasons why they are in-
vesting in certain areas.

S.,, again, I think one way to approach it is through the incen-
tives, as you suggested.



657

Mr. MASCARA. Thank you.
Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
I have just a couple of questions.
First, some eyebrows have been raised because the Administra-

tion permitted a State infrastructure bank pilot project to fund an
air cargo facility, when I think the intention was that we would try
to leverage highway funds for highway projects. I wonder if you
could indicate under what authority that was done or how that tied
into the scope of the State infrastructure bank.

Mr. DOWNEY. I was just consulting with my colleagues. I am not
aware of any-first of all, none of the State infrastructure banks
have actually been chartered yet or made their first project grants,
but none of us are aware of any proposed financing for aviation
projects, at least in the applications that we've approved.

Mr. PETRI. All right. Well, someone is rummaging through some
paper. Maybe they'll find it. Here it is. Rickenbacker Air Cargo Fa-
cility, Franklin County, Ohio.

M r. DOWNEY. We can take a look at that and provide you infor-
mation.

Mr. PETRI. If you would provide that for the record.
Mr. DOWNEY. That may have been one of their proposed ideas.

The applications ask for examples. Our approving an application
for a State did not mean that we approved every project that was
in there. There still will be eligibility issues and the like that we'll
have to deal with.

Mr. PETRI. Good. Then another question: I think, in reviewing
your full testimony, you advocated capitalizing the State infrastruc-
ture bank program. I just wonder if you would have in mind open-
ing it up to all 50 States, or else how would we justify to the 40
or so that aren't participating, taking money from the pot where
they would have access to it and putting it in a pot where it
wouldn't potentially benefit.

Mr. DOWNEY. Ultimately we believe all the States should have an
opportunity to use the infrastructure bank device. Our proposal
that would recognize the ten States that have been approved and
open up to ten more had associated with it an initial $250 million
capitalization level.

It was our sense that this rewarded initiative and actually re-
warded State participation. We would expect the States to continue
to put some of their regular funds in, as well as this initiative.

The goal was to move ahead more quickly to fully demonstrate
the concept, and in a future round of legislation there could well
be opportunity to deal with that equity issue for other States.

Mr. PETRI. And one last area-I'd be remiss if I didn't raise it--
and that is that we're always very happy when we're spending
money. Basically the secret to all of this is a Federal guarantee to
enable a project to go forward and get financing out in the market-
place at lower rates than it probably otherwise would, or if it could
get it at all, and that means someone, somewhere, has to make
some sort of assessment or charge. I know at OMB they're trying
to do that with a lot of different programs, so that when, a fraction
of them come to grief, there is some insurance or some money set
aside or something to bridge the gap. Otherwise, we're just happily
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spending today, pretending to be prudent and handing the bill to
future taxpayers.

So I wonder if you could discuss that a little bit. Who, at the end
of the day, has to pay if one of these projects does not generate the
revenue it's expected to do, or if a State infrastructure bank ends
up not having the resources to honor its obligations.

Mr. DOWNEY. The way the current program is structured, risk is
shouldered by the States. The front-end contribution that they put
in of their Federal money, or, if it's capitalized under our proposal,
that Federal capital, is a limited contribution.

The States will need to run the State infrastructure bank on a
businesslike basis. They'll need to make good loans. They'll need to
have appropriate reserves. But they ultimately will be the ones
shouldering the risk.

In the case of the Federal project we talked about, the Alameda
Corridor, that is, again, a limited Federal contribution. We know
what that exposure is, and, on the basis of risk analysis and sound
economics, we have proposed setting aside an amount equivalent to
that risk.

I think anyone who is running this kind of an operation does
need to make appropriate provision for risk. If it was just issuing
a lot of debt and worrying about paying it back later, this would
not be a sound approach.

Mr. PETRJ. So the Federal risk is limited to the--
Mr. DOWNEY. To our initial contribution.
Mr. PETRI.-the initial contribution to the State banks?
Mr. DOWNEY. Right.
Mr. PETI. And has thought been given to working with the

States to attempt to develop methodologies so that they know what
they're doing?

Mr. DOWNEY. Yes. And, in fact, in a couple of the applications
that have been made, we have responded with conditions that we
think they need to put in place. Given the techniques that they
proposed to use, we want to be sure that, even though we are not
guaranteeing or standing behind the risk, we want to make sure
that they are not getting out on a limb that might force them to
come back and say we can't deal with it. So we are putting what
we hope are appropriate conditions in place.

Mr. PETRI. But, in any event, it's clear to everyone that there is
no full faith and credit of the Federal Government involved.

Mr. DOWNEY. No full faith and credit.
Mr. PETRi.-in any way?
Mr. DOWNEY. Right.
Mr. PETRI. Very good.
If there are no other questions, we want to thank you very much

for cowing here.
Mr. DOWNEY. Thank you, Mr. Petri.
Mr. PETRI. The next panel is made up of: Mr. Ray Chamberlain,

vice president of freight policy of the American Trucking Associa-tion; Mr. K Michael O'Connell, counsel, Owner-Operator Independ-
ent Drivers Association, who is accompanied by Mr. Dorsey
Musselman, who is a member of the board of directors of that asso-
ciation.
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Gentlemen, I don't know which of you-perhaps, Mr. Chamber-
lain, ifyou'd like to begin, and then Mr. O'Connell.

Mr. CHAMBERLAIN. All right.

TESTIMONY OF RAY CHAMBERLAIN, VICE PRESIDENT OF
FREIGHT POLICY, AMERICAN TRUCKING ASSOCIATIONS,
INC.; AND K. MICHAEL O'CONNELL, COUNSEL, OWNER-OPER-
ATOR INDEPENDENT DRIVERS ASSOCIATION, INC., ACCOM-
PANIED BY DORSEY MUSSELMAN, BOARD OF DIRECTORS,
OWNER-OPERATOR INDEPENDENT DRIVERS ASSOCIATION,
INC., AND CEO, CENTRAL PENNSYLVANIA TRUCKERS ASSO-
CIATION
Mr. CHAMBERLAIN. Thank you, Mr. Chairman and members of

the committee.
My name is Ray Chamberiain. I'm vice president for freight pol-

icy of the American Trucking Association. I thank you for the op-
portunity to testify on the important issue of innovative financing
initiatives for surface transportation.

What I propose to do is summarize the written testimony that
I've submitted.

For the record, the American Trucking Association is the na-
tional trade association for some 35,000 trucking companies. The
trucking industry employs 8.9 million people in jobs related to it.
It's an industry that we estimate in 1996 will pay about $10 billion
in Federal highway user taxes, or approximately 40 percent of the
Federal highway trust fund taxes in that year. This excludes the
$0.043 per gallon that we pay to the general fund.

In a summary comment, the ATA supports cost-effective, innova-
tive financing that supplements a maximum feasible investment of
traditional user revenues, such as fuel taxes, that are already being
collected.

The FHWA's periodic assessment of highway needs clearly shows
such a great need that we believe highway user fees should go to
highways, with a minimum of diversions, and the investment be
optimized under modem business practices.

Yet, in spite of all of this, it seems clear that it is still essential
to use creative, innovative financing to stretch the utility of the
revenues available because the backlog of need is so great, running
into hundreds of billions of dollars into the next couple of decades.

As you know, the highways of America are the basic infrastruc-
ture for the trucking industry, for American tourism, for national
defense, and for general mobility.

Specifically, DRI McGraw-Hill estimates, even with aggressive
intermodal usage, that the trucking industry revenues will grow,
supporting American jobs, by some $75 billion a year in the next
10 years, or grow to nearly $440 billion annually by 2004.

So, in this context the American Trucking Association strongly
believes that the U.S. Department of Transportation and the re-
spective State DOTs truly need a portfolio of innovative financing
mechanisms to meet the unique structural needs of each State.

We applaud the Congressional action in ISTEA and the 1995 na-
tional highway system bill as being extremely valuable and fore-
sighted in initiating a number of innovative financial opportunities.
We congratulate this committee for its role in those legislative ini-
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tiatives and we further thank the FHWA and its umbrella organi-
zation, the USDOT, and a number of States for effective use of
some of the creative tools that have been made available.

There are some special circumstances as an industry, however,
that we'd like to lay on the table with this committee.

Generally, the American Trucking Association is opposed to tolls
being newly created on highways that are already in use and that
have been paid for by traditional revenues. This is especially so if
such new revenues might be considered as essentially substitution
for historical revenues to that facility.

We do, however, believe that there are truly essential major
bridges, tunnels, and high-volume, newer replacement facilities
which may warrant significant innovative financing involvement if
traditional sources clearly are inadequate even when diversions are
minimized.

So, in that context, we support language that allows selective use
of unobligated balances to help in creative financing. Further, we
believe that there _aar..reative ideas for enhancing the use of State
infrastructur~bank .jb. programs, as was discussed by the prior
witnesses, cre thd"rn the 1995 NHS bill. This needs to be followed
closely and then modified from experience to further improve its
role in innovative financing for transportation in the years ahead.

ATA also supports more scenarios for public/private partnerships
to generate revenue from the use of the national highway system
right-of-way, as an example, as long as safety is not compromised.

So, in sum, the trucking industry, some 5 percent of the gross do-
mestic product, is crucial to America's quality of life and needs,
but, especially in terms of Federal emphasis, a high-quality, safe
national highway system with good pavement and bridges is essen-
tial as the capstone of America's highway system.

We're prepared to continue to pay our fair share of essential
highway investment that supports economic productivity and safe-ty.

The FHWA has validated needs that are so high as to warrant
pursuing a significant number of innovative financing scenarios,
but we assert that innovative financing should not be a substitute
for reducing diversions of user fees that we currently object to, and
it should not substitute for continuing efforts through research,
technology, and administrative best practices to get more life cycle
productivity from present revenues.

Further, innovative financing initiatives should not be a sub-
stitute for a failure to invest the user fees already collected.

Therefore, Mr. Chairman, the American Trucking Association
and Mr. Tom Donahue, its president and CEO, strongly support
cost-effective, essential supplemental highway funding through sev-
eral innovative financial tools. This would provide a means to sus-
tain a dynamic American economy supported by a safe and produc-
tive trucking industry.

We look forward to continuing to work with the Congress and we
thank you for this opportunity to present our point of view. If you
have any questions, we'll be pleased to respond now or later, as you
wish.

Thank you, Mr. Chairman.
Mr. PETI. Thank you.
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Now, before recognizing Mr. O'Connell, I just wanted to indicate
that my colleague and chairman, Bud Shuster, wanted me to ex-
tend a particular welcome to Mr. Musselman. I know they've
worked together on a number of projects over many years. We wel-
come you here today.

Mr. O'Connell?
Mr. O'CONNELL. Thank you, Mr. Chairman and members of the

committee and committee staff.
My name is Michael O'Connell, and I'm counsel to the Owner-

Operator Independent Drivers Association. OOIDA has more than
34,000 members nationwide and represents the interests of the
small business trucking community.

I appreciate the opportunity to appear today. I'm accompanied by
Dorsey Musselman, who has already been recognized. Dorsey is a
member of OOIDA's board of directors and hails from Pennsylva-
nia. He's also the CEO of the Central Pennsylvania Truckers Asso-
ciation.

My comments will be brief and directed primarily towards fi-
nancing mechanisms and our feelings on the toll road issue. Dorsey
will describe for the committee what I think will be of some inter-
est-an economic survey that he recently completed along 1-80 in
northern Pennsylvania.

In an era of reduced fiscal resources and escalating construction
and maintenance costs, the wise use of investment in our highway
infrastructure has taken on a far greater significance than when
we originally built the interstate system. In fact, one commentator
has suggested that if the United States were to undertake con-
struction of the current system today, it would be unable to do so
because it would be cost-prohibitive.

One of the major users of our highway system is the trucking in-
dustry. While Mr. Chamberlain has provided some statistics on the
trucking industry and its importance to the economy, one of our
members sums it up in a way that is, I think, a little easier to un-
derstand. He says, "If you live in it, eat it, read it, or wear it, it
came to you by truck." So we have an important interest in the
highway system.

For that reason, OOIDA generally supports allowing the States
the maximum flexibility in funding of highway projects. We have
reviewed the recent innovations in the ISTEA bill and the National
Highway System Designation Act, and we agree with the innova-
tions, and we feel that it's important to allow the States and con-
tinue to be responsive to the States, and that the committee should
find ways of allowing the States to budget their resources effec-
tively.

While we feel that the States should be permitted that flexibility,
we still argue for a strong Federal role in oversight of the highway
system and not allowing the States to make decisions. It is still a
national system. It is a system that we feel must be maintained at
the national level in order to be efficient and Pm'fd. a

We are concerned, however, with the use f toll a mechanism
for funding additional road construction, an concern in that
area is two-fold.
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First, all citizens are required to pay both Federal and State fuel
taxes for fuel consumed by their vehicles on the toll roads, as well
as roads that are non-toll roads.

Second, they create very substantial safety hazards-the toll
roads, themselves.

Any increase in the reliance on toll roads will likely magnify both
problems.

Our members are particu w,-cTncerned that while they are
traveling a toll road-and t e toll i,A different. For a motorist the
toll may be a small cost of rayfng the highway. For a trucker
it's a very significant amount of money.

While they're traveling that toll road, the toll ostensibly pays for
the construction of the road and it pays for the maintenance of the
road. They are also paying both Federal and State fuel taxes. That
seems, to the industry, to be a particularly unfair issue.

Secondly, on the issue of safety, when toll roads have been con-
structed using exit ramps as the toll facilities, they cause a minor
annoyance in that they can sometimes cause backups and make
exiting from the highway difficult. However, in those situations
where the toll booth actually spans the highway, there is a signifi-
cant safety problem.

As a trucker or a motorist that is approaching the toll booth com-
ing down a highway perhaps 20 or 30 miles without any interrup-
tion in the traffic flow suddenly encounters a toll barrier-and, in
fact, there have been a number of fairly spectacular and tragic acci-
dents at the toll plazas.

I believe one of the factors in Connecticut's decision to remove
the cross-highway toll plazas was the fact that they had had a
number of accidents there. Now the Connecticut roads are free of
the toll plazas.

We think that tolls are a bad idea and we think that the invest-
ment in the infrastructure at the Federal level pays off in many
ways.

First off, when you look at the question of construction of a road,
don't just look at the cost of construction, look at the economic ben-
efit.

Mr. Musselman-if we can take a few more minutes, Mr. Chair-
man, Mr. Musselman would like to describe the results of the sur-
vey that he conducted along Interstate 80 in Pennsylvania that I
think really will shed some light on what the investment in our in-
frastructure is actually yielding.

Mr. MUSSELMAN. Thank you.
I would like to compliment anybody that was ever involved, from

back in the Eisenhower Administration up to the present, for build-
ing this interstate system we have today. We have people claiming
up our way there that they can't afford Interstate 80. And Mr.
Mascara up in his area there has a serious problem, and that's the
stretch he wants.

What we have found, we can't afford not to have these highways.
We went up and we went across Interstate 80 in Pennsylvania

this spring. We visited every business along there in a half-mile
stretch either way we cale dthe "Golden Mile." We've got actual
statistics of over 4,000 people this has employed from all the busi-
ness, $40 to $50 million revenue bringing into the State, in an area
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where there was nothing. This was farmland and hunting camps.
There was no industry, no nothing. And out in Mr. Mascara's area
we have the same kind of terrain.

These interstates do bring economic growth, and before we come
down too hard on what our interstate system has done for us, after
36 years of trucking and knowing what roads were in the 1960s as
compared to the 1990s, I really think this Congress and everybody
down here over the years have done a wonderful job building us
these highways.

Certainly we would like to see it continued and for the Federal
Government to have a strong hand in it, because if we've got 50
States doing something, no matter how good their intentions are
you have 50 ideas, and it hurts. I think that's why the interstate
system has been so successful for us and for the motoring public-
because it has really brought this country out of the dark ages,
transportation-wise, into the future.

We look forward to working with you in the future on this. It is
a good thing.

Mr. PETRI. Well, it's clear that we've come a long way since the
beginning of the Pennsylvania Turnpike and initial ideas. The
interstate highway system is becoming more and more beautiful in
many parts of the country, too, which is an unexpected plus for the
whole program.

Are there questions on the-Mr. Borski?
Mr. BORSKI. Mr. Chairman, do you want to proceed now, or are

you going to break for the vote?
Mr. PETRI. If there are going to be questions, maybe we should

break and come back, unless they're brief. We have about 4 min-
utes.

Mr. BoRsKI. I'd be happy to proceed, if you like.
Mr. PETRI. Are there others who have questions of this panel?

There are. Let's break then and come back in 15 minutes. We'll be
back at 10:45.

This hearing is adjourned until 10:45.
[Recess.]
Mr. PETRI. If you'll reassemble we'll start the hearing again.
I think we just completed the testimony of the third panel but

had not started questioning. I know there were several of our mem-
bers who did have questions, and I assume they will be here, but
let me ask those who are here if they have any questions of this
paneT, first. Mr. Horn, do you?

Mr. HoRN. No.
Mr. PETRI. Mr. LaTourette?
Mr. LAToURETTE. No, Mr. Chairman.
Mr. PETRI. Mr. Kim?
Mr. KIM. No.
Mr. PETRI. I have one or two that I was going to ask at the end,

but I'll ask them now.
I think both of you expressed considerable enthusiasm about the

growth of the trucking industry that lies before us, and that means
we're going to have to expand-not only maintain, but probably
add to our transportation infrastructure to help accommodate that
growth in the country to move goods. Yet, I think you both also ex-
pressed a lot of skepticism about tolls.

37-734 97 - 22
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I wonder if you could indicate how you think we should pay for
all of this, since we can't keep up with our infrastructure invest-
ment needs with current revenue streams. We seem to be falling
behind.

Secondly, and related to that, what is your thinking about new
technology in toll collection, whether there will be a savings for the
traveling public if you have more roll-through tollways and other
simpler, more high-tech ways of collecting the revenue?

Mr. CHAMBERLAIN. Thank you, Mr. Chairman. I'll respond first
to that.

Yes, we have reservations abo toll but we accept, that there
are circumstances under which thley1T ke merit.

Our general advocacy is the Met that license fees and things of
that nature, when coupled with fuel taxes, really constitute the
most efficient way of raising the revenues, but we have concerns
when the revenues are collected but not reinvested.

So our first advocacy is a reduction of diversions to any practical
minimum and the utilization of the full receipts that are collected.

Then, if there are very special facilities-and I'll use, as an ex-
ample, the Woodrow Wilson Bridge right here in this area-where
it appears to be a project of such magnitude and of such signifi-
cance that it cannot reasonably be financed out of these revenue
streams that we've been talking about, then, as an industry, we're
willing to talk about carefully-crafted tolls that are dedicated spe-
cifically to that facility in order to make it feasible to be designed,
built, and put in operation in a time frame necessary to meet pub-
lic need.

Insofar as the second part of your question regarding the collec-
tion of tolls, we truly believe that electronic technology has been
making great strides in recent years in making it possible to more
efficiently and more safely collect tolls if they are going to be col-
lected along a particular reach of highway.

It is sufficiently affirmative, as we judge the technology, that we
believe, in many cases, our trucks, as well as cars, can be kept at
reasonable speed so that there is not congestion induced by at least
that part of the toll facility.

Technology should contribute to the improvement in efficiency in
which tolls are collected, but we think it is a long, long time in the
future before there is anything much more efficient to meet reve-
nue needs than fuel taxes and typical license fees.

Mr. O'CONNELL. I'd like to respond to the-I think we're in gen-
eral agreement with my colleague from ATA on the first issue, that
the current funding mechanisms are the appropriate mechanisms
and that tolls should only be considered in extrexne cases.

We do not have an objection to private tof-rods; however, the
results have been mixed, at best, with private tol} roads.

Where we would take exception is the q, stdn of electronic col-
lection of tolls.

We are very concerned generally with the intelligent highway
system technology in that it presents an opportunity, especially
when coupled with the Government, for basically real-time mon-
itoring of citizens. The electronic capability-the fact that we may
be able to do it does not necessarily mean that it's a good idea.
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We're concerned about the deployment of that technology and
even the Federal role in developing that technology because it
raises some very substantial privacy concerns. In addition to track-
ing the truck, for an owner-operator who owns that truck and who
is operating it, it's basically like tracking your privately-owned ve-
hicle. We know who is driving that truck, or the Government
should know who is driving that truck, and that type of informa-
tion we think is a real civil liberties issue that we're very, very con-
cerned about.

Frankly, we've looked at the issue. We've participated in the ITS
and we've participated in a number of panels on that subject and
we've looked at the issue, and we don't think it will withstand Con-
stitutional challenge if it were fully deployed. That may happen
some day and the court may disagree with us, but at this point I
think the state of the law is such that that would not be tolerated.

That is not something we view as an option for collecting tolls.
Mr. PETRI. So you're not eager to have us pare back on the traffic

police ranks by just mailing people a speeding ticket off satellite in-
ormation?

Mr. O'CONNELL. No, we're not. And I would draw an example
just even very close to home.

Originally, for security, I believe, the Capitol was considering
going to access passes for people that would come in and out-like
myself, that would come in and out and visit different offices. The
idea was largely-it was overwhelmingly opposed by people like
myself and members of the press and so forth because they didn't
want that monitoring. We feel the same way. I think there is a di-

rect analogy there. t is not something that we want to see de-

ployed because once it is deployed we don't know where it could
ead.

We have computers now that are capable of-we could type in a

name and tell an exact location. A lot of trucks actually have GPS
and the capability to do that. We can tell exactly where someone
is at any time.

For toll collection or even enforcement issues, we don't think the
trade off of civil liberties for that is worth it.

Mr. PETRI. Just one other point I wonder if you could address.
If we do rely on-which I think we probably will-basically on

gasoline and diesel fuel taxes for the bulk of our program, we've
seen in the last 10 or 15 years a marked increase in fuel efficiency.
In my area, Schneider Trucking I think indicates they have gone

from about 2.8 miles per gallon to around seven or eight.
That means the roads are still being used, but we're only getting

half or a third as much revenue to pay for the whole system.
Do you have any comment on that? Can we justify increasing the

gas and diesel fuel taxes because on a per mile basis they have

been declining or stagnant over the last couple years?
Mr. O'CONNELL. Have a comment, and then I think Mr.

Musselman would like to comment.
We do agree on the issue of diversion, that there is too much di-

version from what is being paid in now and the money is not being
invested as it should be.

We would be glad to come back and discuss with the committee

and the Congress at the time that the diversion has been elimi-
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nated and the trust fund has been spent down the appropriateness
of fuel taxes if we're still in need of addressing that issue at the
time, but that's where we think that should come first. That's one
of the reasons we're having shortfalls now, because money is being
diverted from the people that are paying it, ostensibly for roads.

Mr. Musselman would also like to comment.
Mr. MUSSELMAN. On the more fuel-efficient vehicle, we've

checked into that pretty close, and definitely everybody knows
we've got more-efficient vehicles today. But when we checked with
the American Petroleum Institute and some different people and
our own local suppliers, there are more petroleum products being
used in motor vehicles today than there ever was because the vehi-
cles have increased.

We see a grave area of enforcement. There is a lot of cheating.
We've got to get some more enforcement that people are not buying
truckloads of fuel and gas and having them dumped at night from
out of State, or whatever, and not paying the tax on it. There is
a major problem in that area.

Also, on funding, the $0.04 a gallon that's going to deficit reduc-
tion, we feel that should have never happened in the first place.
Now there is talk about taking it off, and it should not be taken
off. It should be put into the highway trust fund and spent. We're
already living with it, and that $0.04 would build a lot of highways.

While I could sit here all day and compliment everybody on what
you've done for us in the highway system, all over the country we
find too many games are being played with our money. When
you're playing games with what we're paying and diverting it and
doing other things with it, we never wi Ilbe able to build highways.

If you did that with any other industry, they'd be in trouble.
In Pennsylvania, the reason we can't afford Mr. Mascara's roads,

our license fees are too cheap on our cars. My granddaughter lives
in North Dakota. They're in the military. Shed love to buy a li-
cense tag in North Dakota for $24. How do I do it? Well, you can't
legally. That's just one example.

My daughter lived in Kansas for a few years. There were paying
triple more than we pay in the States that don't have the money
and the economic growth we have.

In some areas we're not paying our fair share and we've got to
look at some of that stuff and bring some of that up so we can af-
ford these highways.

Mr. CHAMBERLAIN. Mr. Chairman, reinforcing their comments,
but adding one supplemental sector, we believe that there is a pos-
sibility of considerable payoff for all of us if some of our resources
continue to be invested in the kind of pavement and bridge mate-
rial, research, and maintenance in order to improve the effective-
ness with which our current investments are made and maintained
so that it's not solely just a matter of raising more revenue. But
beyond that, we generally are supportive of the comments made by
my colleagues.

Mr. PETRI. Thank you.
Mr. Poshard, do you have any questions?
Mr. POSHARD. Yes. Thank you, Mr. Chairman.
My cousin owns a trucking firm, and we're always talking about

this. I know sometimes-well, of course there are improvements
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that can be made in both our highway system and our financing
system, also, but I think if you compare this country to any other
country in the world with respect to the cost of energy that it takes
us to move and what we maintain with that cost of gasoline and
other kinds of fuel oils and so on in terms of the surface transpor-
tation system, particularly, in this country, it's pretty good. It
measures up pretty well. That's not to say we can't have improve-
ments.

I also represent and area that has-about 17 of the 27 counties
I represent have small, independent stripper oil companies. They
are a lifeblood of the community. They are all out of business be-
cause of the cheap oil imports into this country, which hold down
the price of energy for everybody else.

That's just a little side comment there.
Let me ask you, we had an opportunity or we complete' a study

for a toll road in my district a couple years ago, a feasibility study,
and at the public meetings we had a lot of folks show up and say,
'"ell, if you put this thing in we're just going to use alternate
routes because we're not paying the tolls."

Do you see that happening in the trucking industry very much-
people diverting to alternate routes that maybe aren't built for the
increased traffic volume that diverts to them? And does that
present a safety problem for us?

If we're going to look at toll roads, what are the consequences of
that? Can somebody just comment on that?

Mr. MUSSELMAN. Yes. If Mr. Clinger was here, he would be very
familiar with the example I'm going to give you.

I still occasionally-and over the years have done it a lot-load
out of Cleveland, Ohio, and come into this area or Philadelphia,
into the east coast out of Cleveland.

Right now I come in Interstate 80 to Clearfield and cut down to
Bedford, use Bud Shuster's 99, since that's been opened. It takes
me a half hour longer in my truck to do it, but I save $38. For a
half hour, that's pretty good wages. The truck doesn't use much dif-
ference in fuel. We checked it. It's maybe $1 or $2 or a gallon or
two difference. t

When you pu tolls n 80, I'm going to come through Philipsburg,
which is going =h the roof right now, and some of those other
towns up there. I'm not even going to use 80 if there are other al-
ternative routes. But it's only 15 minutes longer. I'm only going to
do 15 minutes to save the $38.

The reason I'm using the half hour now, the interstate highway
is safer. You're driving on interstate, and it's just a much better
way to go.

Yet, economics forces you to do, in any business, what you have
to do to survive. You take a load out and take a load back and that
$38 converts into $76, so that buys my meals and would buy me
a motel for the night, so why would I want to spend this on these
exorbitant tolls, and when the interstate right now is in better
shape than the turnpike as far as rough?

That's only one example of what these tolls do, especially exorb.
tant tolls like the Pennsylvania Turnpike is now.

Mr. PosHARD. So they displace traffic then in some places?
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Mr. MUSSELMAN. Absolutely. And you put it in the small towns
and boroughs and two-lane highways where it's not the safest envi-
ronment for anybody, but the big thing is the congestion that you
add to it. Here we've got these nice four-lane highways. Why aren't
we using them? But economics plays a part in any business or you
soon won't be in business, no matter what you're in these days.

Mr. POSHARD. Thank you, Mr. Chairman.
Mr. PETRI. Mr. Kim, any questions?
Mr. KIM. No.
Mr. PETRI. Mr. Horn?
Mr. HORN. Thank you, Mr. Chairman.
I'd like to ask both the independents and the American Trucking

Association the following question: do you have data as to how
many of your trucks are stolen--of your member trucks are stolen
in a year and how many are recovered?

The reason I asked that is, it seems to me, with some of the mod-
ern technology that Mr. O'Connell wasn't too pleased with, that
might be one way to find your stolen truck. I'm just curious what
the data are.

Mr. CHAMBERLAIN. I do not know. I can ask-
Mr. HORN. Could you provide that for the record and file it for

the record, then?
Mr. CHAMBERLAIN. Yes.
I'll ask some of our people what data we have and
Mr. HORN. Sure. And did they ever get their truck back, or was

it just wrecked completely?
Mr. CHAMBERLAIN. I can give you a specific example there of one

of our people who had a truck and driver disappear. It had a GPS
system operating within it, and when they finally got to the tractor
it had no tires, no wheels, and so on.

The fact is, they were able, by GPS, since the people didn't hap-
pen to know enough to turn it off in stealing it, to locate it. The
cops were there in a matter of 30 minutes. Absent GPS, they con-
sider it probably would have taken them two or three days to find
out where it had gone.

So in that case they consider that on that one tractor it saved
them, several thousand dollars, simply because they got it all back
except for the tires and wheels.

Mr. HORN. How about you, Mr. O'Connell? We'll just go right
down the line. Mr. Musselman next.

Mr. O'CONNELL. OOIDA actually has, as one of its member bene-
fit.:, an insurance program for its members, and underwrites,
through another company, physical damage on the trucks.

The owner-operators generally tend to operate high-end equip-
ment, higher end than a company fleet because they need to spec
it in order to be able to haul anything that might come their way,
as opposed to a regular line haul, and so that equipment-and also
it's their home away from home, and they tend to be almost truck
hobbyists, so that seems to be the type of equipment that would be
stolen probably more frequently than a fleet-type vehicle.

'We find that the problem of theft of the vehicles that are not re-
covered, even without the low-jack or GPS-type systems, is mini-
mal.



669

Probably less than a half of 1 percent of the total number of
trucks that are insured are stolen in any given year, and most of
those

Mr. HORN. This would be in your association?
Mr. O'CONNELL. Yes, but I would think that the numbers we're

talking about-I think we have 22,000 or 23,000 members partici-
ating in that program, so I think you'd have a good statistical
ase to look at that.
I believe the number is less than a half of 1 percent are actually

stolen, and most of those are recovered.
Mr. HORN. Well, if you could give us for the record-
Mr. O'CONNELL. I'd be glad to.
I might add that one of the significant areas is that a lot of the

trucks that are stolen are going into Mexico, and those are the ones
that we're not able to recover. That seems to be the new popular
thing is to move them very quickly across the border.

Mr. HORN. Well, I saw that "60 Minutes" piece on the Federales
doing some of the stealing, so if you check behind the police depart-
ments down there you might find some of them.

Mr. O'CONNELL. Yes.
Mr. HORN. Mr. Musselman?
Mr. MUSSELMAN. Yes. I'm glad you asked that question, Con-

gressman, because some of our guys-and we've kicked this around
some, and we can see where that would probably be a boon to
thieves. You've got a bunch of equipment parked in a parking lot,
and I'm going to rip one off, and I'm going to take that transponder
out and maybe snap it onto another one sitting there, and you're
going to think your truck sat in your parking lot all weekend while
took it down to a chop shop and disposed of it. You're going to

have your guard down.
So we can see it as maybe going in the wrong direction for help-

ing stolen vehicles. It could work to the thief's advantage. Only a
dumb thief is going to get caught anyhow and take one with an op-
erating satellite in it. The first thing any-these thieves today are
really sophisticated. They know what they're doing. They're going
to squash that thing or do something with it before they steal the
truck, we feel.

Mr. CHAMBERLAIN. In a broad context, Congressman Horn, thiev-
ery of the goods being shipped in the truck is more frequent and
of greater financial magnitude than the loss of the tractor and
trailer, itself. Those numbers are, I think, better known through
some of our insurance connections than the vehicles. But it is cer-
tainly far from a trivial issue, as you indicate in raising the ques-
tion.

Mr. O'CONNELL. If I might add also, Congressman, the numbers
for a truck are matched. The components for the trans-axle for the
engine, for the body, and so forth, are all matched as a set. So even
when you get into a chop shop setting it's not like an automobile.
When those parts start show up, the insurance companies find out
about them. When ou go to insure a truck they look at the trans-
axle number, and ilit doesn't match the original "birth certificate,"
if you will, of the truck, then they won't insure it and it becomes
impossible to dispose of them because they are much higher-value
items. A truck engine may be $20,000 or $25,000.
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So the insurance companies have gotten very wise to that, and
without the electronic surveillance it's very difficult to chop one
and use it and get away with that for a long period of time. When
they start showing up at body shops and the numbers don't match,
people automaticaly report that.

Mr. HORN. That's interesting.
Thank you, Mr. Chairman.
Mr. PETRI. Mr. Mascara?
Mr. MASCARA. Thank you, Mr. Chairman.
As a former county commissioner in Washington County, Penn-

sylvania, for a lot of years, I served as chairman of the Southwest-
ern Pennsylvania Regional Planning Commission in southwestern
Pennsylvania, which included the city of Pittsburgh. I Chaired that
commission six of the 15 years that I served as a member of the
board of directors. I served as chairman of the Plan Policy Commit-
tee, which had the responsibility of implementing the 1991 ISTEA
and the national highway system. So I have a pretty good under-
standing of transportation.

Where I'm going with this is I have, over the years, been opposed
to those who want to use the trust fund to mask the Federal defi-
cit.

As a co-chair of a public/private sector, we came down to D.C.
and asked that the $0.025-some of you might have forgotten that
there was $0.025 that went to deficit reduction, and we met with
Members of Congress and asked them to return that to the trust
fund, and they did that on October 1st, 1995.

Then we had the $0.043. I realize I may be preaching to the choir
here, but this is leading me to an eventual question.

I supported Bud Shuster and H.R. 842, which takes the trust
fund off budget, which I think should happen.

I realize there is competition amon the committees about who
will have the ultimate responsibility of saying where that money is
spent, but I supported that and, in fact, worked on the House floor
with Bud to promote that legislation, which passed handily, and I
hope the Senate will act expeditiously to pass that.

So there has been a history of using-trust funds for the deficit,
for deficit reduction. I agree with Mr. Musselman that those funds
should not be used for anything else other than highways, highway
infrastructure, and that somehow we have to wean ourself away
from using those funds to mask the Federal deficit.

But there is a move afoot in the Congress now to reduce the in-
volvement of the Federal Government in highway programs by tak-
ing $0.07 of the gasoline tax and returning it to the States in the
form of block grants--October 1, 1997, $0.07, and then on 10/1/98
an additional $0.05, taking $0.12 of the current $0.143 cents, and
disengaging the Federal Government in highway programs.

Although Mr. O'Connell may have already answered that, I was
wondering whether each of you have a comment about what your
position is on that legislation that would, in effect, make all of
what we're talking about moot.

Would you care to comment on that?
Mr. CHAMBERLAIN. Sure. We have devoted, as a lot of other peo-

ple have, considerable time to trying to think our way through
what the various alternatives might be.
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Our guess is there would probably be another 15 or 20 ideas that
will emerge in the coming few months, as well.

But our general posture is the belief that the Federal interest is
concentrated on the national highway system, on bridges, safety,
Federal lands, and research and technology, and that that level of
activity ought to continue to be under Federal guidance and super-
vision, and then block grants used for the balance, as long as the
resources collected are actually spent.

If the money is simply going to sit in the till, then we think it
should be repealed and the States be free to do their own thing.

So our proposition, in sum and substance, then, is that the Fed-
eral interest is significant, it should be continuing, but there are
aspects where devolution makes sense. However, complete devolu-
tion we do not think is practical, just because of the national inter-
est in everything from defense to connectivity for commerce, and so
on.

Mr. O'CONNELL. Our position is articulated in our written com-
ments. We believe strongly that there is a Federal role. In fact, the
Constitution, as we point out, in Article One talks about that Con-
gress shall be charged with developing post offices and post roads,
which I'd like to think are the predecessors of our interstate sys-
tem.

Giving that power to the States we're concerned will lead to some
vulcanization, to unwise projects, and we think that the Congress
is the best place to balance the interests of the various States and
to develop what is truly a national highway system, which is what
we've just designated, I believe, last year. How can you have a na-
tional highway system when the control over that system is given
to the individual States? We would object to that.

Mr. MUSSELMAN. Mr. Mascara, I would really emphatically tell
you, while home rule and States' rights and everything is impor-
tant, and while we all bash the politicians in Washington as a na-
tional pastime, when it comes right down to it, there are some
things the Federal Government does better than anybody else, be-
lieve it or not.

I don't think we'd want to see the post office turned over to 50
different States. We have trouble getting a letter now in a week;
we'd have trouble in a year.

When it comes to highways, what you people have done and
what you can do to relinquish that power and authority and financ-
ing I think would be a serious mistake to this country.

You fellows have too good a track record on that, and building
these roads.

Just like the Bud Shuster 1-99 took a lot of beating from a lot
of people, that's going to turn out to be a national treasure with
NAFTA.

I live right within a mile of that. I'm not thrilled with it. I don't
like congestion. It's going to put congestion in my back yard. But
the economic growth and the benefits for the Nation that we are
going to get from this-20 years from now everybody is going to
say, "Where in the world would we be without it?"

Anything that doesn't grow dies, and our national highway sys-
tem should grow. I mean, it is the lifeline of the country.
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Mr. MASCARA. Well, I concur. We held earlier hearings where we
had donor States-Members of Congress who represent donor
States here appearing before the subcommittee, and while I sym-
pathize with their plight, and their problems were in some cases
the return on their dollar is not significant, and other States is
maybe double what they contribute, I said to them that yes, we
need equity and parity and to be even-handed in dealing with those
States who are donor States.

We need the amend ISTEA, we don't need to end it, and we don't
need to end the Federal Government's involvement in highway and
infrastructure development in this country, because we certainly
have a national interest.

Eisenhower and the Federal Highway Act did a great deal for
this country, and we need to maintain those highways, but we also
need to develop other highway programs where it will benefit eco-
nomic development, because every study around the world has indi-
cated strong correlation between highway and infrastructure devel-
opment and sustained economic growth.

I think to walk away from our responsibility and to turn over to
50 diverse States would just be nonsense.

Mr. BAKER [assuming Chair]. Well, so much for innovative fi-
nancing.

[Laughter.]
Mr. MASCARA. Well, there will be no innovative financing without

ISTEA.
Mr. BAKER. I hope we'll also recapture the $0.043 tax that was

put in the 1993 Tax Act and get it back to the roads, too. There's
an innovation for you.

Remember, there has to be a balance, and we did have a long
hearing on the devolution plans, and there are a million of them.
There are as many plans as there are Members. Please study them
before you give us your opinions, because you don't have to run all
the money through Washington. We don't do the bidding and we
don't do the paving. The States do.

So, assuming we have some money for interstate highways, we
can leave some with the States who do the maintenance and the
support of the national highway system. It doesn't all have to come
here and be run through the bureaucracy and give $0.80 or $0.90
back to the States.

We'll find a balance, but that war will be fought next year.
In the meantime, Mr. Kim wants to ask a question; is that cor-

rect?
Mr. KIM. No questions.
Mr. BAKER. Does anyone else have any comments for this panel,

then?
[No response.]
Mr. BAKER. Okay. Thank you very much for coming and thank

you for your testimony.
Mr. MUSSELMAN. Thank you very much.
Mr. CHAMBERLAIN. Thank you, Mr. Chairman.
Mr. BAKER. Mr. Kim would like to introduce the first panelist of

the next panel, and then I'll introduce the next two.
Mr. KIM. Thank you, Mr. Chairman.



673

I would like to welcome Mr. Walter Kreutzen from the Transpor-
tation Corridors Agencies in Orange County, California, which I
represent part of.

We're talking about innovative financing in relation to the high-
ways. Mr. Kreutzen is a champion.

I have to tell you that he has done a tremendous job. Let me give
one example.

Just last fall I was able to include language in the NHS designa-
tion bill that secured the agency a $120 million line for credit of
the eAstern transportation corridor. Guess what happened then?
Mr. Kreutzen went out and raised more than $33 billion of private
funds. That's almost like a thirty-to-one ratio--that's an incredible
accomplishment.

So he has done a tremendous job raising money and building the
roads, and, again, just next week the San Joaquin Corridor will
open ahead of schedule and on budget. This amazed me because
Orange County was suffering from a bankruptcy, and also we had
such a delay with environmental clearances. I don't know how he
did that ahead of schedule and on budget, while raising that kind
of private funds.

I'd like to thank you again for doing such a wonderful job, and
I look forward to hearing your testimony.

Thank you, Mr. Chairman.
Mr. BAKER. Mr. Kim, coming from an engineer, that's quite a

compliment. I hope you don't allow this word to get out that we're
within budget and on time. It could irreparably harm our reputa-
tion here in Washington.

Let me please introduce Mr. Carney Campion, president of the
International Bridge, Tunnel and Turnpike Association, but, more
importantly to me, he's general manager of the Golden Gate
Bridge, Highway and Transportation District.

It's an honor to have you here today.
We'll also hear from Mr. John R. Platt, who is chief of staff of

the Ohio Department of Transportation. You may wish to answer
the previous panel as to why you need to keep the money and
spend it more wisely.

And then we'll hear from Mr. Dick Brasher, deputy manager of
the Denver Public Works Department on behalf of Denver Mayor
Wellington E. Webb.

Mr. Brasher, Mr. Platt, Mr. Campion, and Mr. Kreutzen, it is an
honor to have you. Just call it in the air, whoever wants to start,
if you've discussed it between you. Do you care?

Mr. KREUTZEN. Why don't we go right down the line?
Mr. BAKER. Okay. Mr. Kreutzen, why don't you lead then? From

Orange County in the private transportation area, let's hear from
you.
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TESTIMONY OF WALTER D. KREUTZEN, EXECUTIVE VICE
PRESIDENT FINANCE AND ADMINISTRATION, TRANSPOR-
TATION CORRIDOR AGENCIES, ORANGE COUNTY, CALI!fOR-
NIA;I CARNEY J. CAMPION, PRESIDENT, INTERNATIONAL
BRIDGE, TUNNEL AND TURNPIKE ASSOCIATION AND GEN-
ERAL MANAGER, GOLDEN GATE BRIDGE, HIGHWAY AND
TRANSPORTATION DISTRICT; JOHN R. PLATT, CHIEF OF
STAFF, OHIO DEPARTMENT OF TRANSPORTATION; AND
DICK BRASHER, DEPUTY MANAGER, DENVER PUBLIC
WORKS DEPARTMENT, ON BEHALF OF DENVER MAYOR WEL-
LINGTON E. WEBB
Mr. KREUTZEN. Thank you, Mr. Chairman and members of the

committee.
I will limit my oral testimony to 5 minutes, snd I appreciate the

fact that my entire statement will be made part of the record.
On behalf of the Transportation Corridor Agencies, or TCAs, as

we are known, I thank the subcommittee for the opportunity to
submit this testimony. Your topic, "transportation finance in an era
of scarce resources, innovative financing, reflects a critical and dif-
ficult challenge that we at the TCA have faced since our inception.

Thus far, with the invaluable assistance of this subcommittee,
the full Transportation Committee, the Appropriation Committees,
and many other Federal and State governmental entities, we have
met this challenge.

Over a decade ago it became clear to a number of public and pri-
vate citizens in Orange County, California, that we were confronted
with a fundamental dilemma. We had a desperate need for addi-
tional roads, and there was no reasonable prospect of public funds
to build them. Inadequate road systems were beginning to choke off
development, limit economic and job growth, and cause consider-
able personal hardship.

To overcome this dilemma, we had to be innovative and we had
to find a way to access private capital. We have done that, selling
to date over $2.7 billion in bonds backed by toll revenues and not
taxes to finance a public toll road project that is on time, on budg-
et, and, with one segment open and another to open next week, al-
ready improving the lives of tens of thousands of people.

In this process we have helped create, modify, and perfect a
unique method of highly-efficient, highly-leveraged Federal assist-
ance to privately-financed public infrastructure projects.

Our 67 miles of toll road projects in Orange County were first
authorized in 1987 by legislation which originated in this sub-
committee to establish a pilot program of nine projects selected to
be experiments in Federal aid to toll roads.

Subsequently, working hand in hand with the Transportation
Committee, its Senate counterparts, and the Apprcpriation Com-
mittees, as well as the Department of Transportation, the Federal
Highway Administration, and the Office of Management and Budg-
et, we have crafted and implemented two stand-by lines of credit
that, at a total cost of $17.6 million in Federal budget authority,
provide $240 million in backup credit.

These, in turn, have made possible the realization of the $2.7 bil-
lion in funds we have garnered from the private capital markets.
The ultimate ratio produced by these figures-that is, the ratio of
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private investment leveraged to total Federal Government cost-is
roughly 150-to-1. This is a concrete measure of the potential power
that creative Federal assistance offers to privately-finariced infra-
structure projects.

We are proud to say that we are an ongoing successful example
of an innovative financing approach that takes a modest slice of the
scarce shrinking public infrastructure funds and uses them to tap
the abundant andgowing capital private markets in order to build
our public infrastructure.

Let me briefly outline the role and structure of our stand-by line
of credit mechanism.

Even after other risks, such as construction overruns and delays,
have been managed and controlled, there remains a fundamental
obstacle to the sale of bonds or other debt backed by future toll rev-
enues on a road that has yet to be built. This risk is often referred
to as "ridership risk-" the chance the drivers will not use the facil-
ity, especially in the early years or ramp-up period at the levels
projected,

In the long run, all highways will fill. Usage in the early years,
however, is notoriously difficult to predict.

This risk can be greatly mitigated by care and intelligence in the
design and performance of ridership studies. Nonetheless, capital
markets bulk at unmitigated ridership risk. It presents itself as
one of the most troublesome structural impediments to the sale of
toll revenue bonds for start-up, as opposed to established facilities.

The solution to this is the Federal stand-by line of credit, pio-
neered in conjunction with our project. This line of credit became
known, in fact, as the "Federal ridership risk line of credit." It is
available to be drawn on if ridership is far below expectations in
the early years such that we cannot meet interest or principal pay-
ments on the bonds or such that we cannot make certain other re-
quired payments.

The line of credit, if used, must be paid back to the Federal Gov-
ernment, along with interest assessed, at a non-subsidized rate
once traffic builds up to sufficient levels.

The existence of this extra layer of security against payment de-
fault due to a longer-than-expected ramp-up period in ridership
was an essential element in making the sale of the bonds a success.

The line of credit mechanism represents a particularly appro-
priate tool for the Federal Government's leveraging of private funds
in transportation projects. The Federal Government can afford to
take the long view and, indeed, must take the long view.

If projections of ridership are so wrong that the line of credit
must be accessed, the Federal Government is in a better position
than any other entity to b & a long-term, flexible Jender.

A default on nonrecourse bonds, by contrast, as a result of the
ridership risk projection error, would badly damage the ability to
finance toll roads with private capital in today's markets.

For the TCA, the credit line has helped make possible our suc-
cessful, innovative financing, which, in turn, has become a model
for a number of other infrastructure projects.

We are deeply and genuinely committed and grateful to all of
those involved with the development and perfection of our stand-
by line of credit. Many in Congress, at FHWA, at DOT, and OMB
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have given their time, effort, and intellectual energy to create
something new and powerful for our benefit and the benefit of the
Nation's public infrastructure.

One of the lessons we have learned is that new, governmentally-
related mechanisms for innovative finance cannot work without a
willingness on the part of individuals in the Federal Government
to break the mold, examine new ideas, and even assume a little in-
stitutional risk, themselves. In this case, they have certainly done
all those things.

Mr. Chair, again, thank you for the opportunity to testify. I
would, of course, be happy to answer any questions you might
have.

Mr. PETRI [RESUMING CHAIR]. Thank you very much.
That highway is open now?
Mr. KREUTZEN. Part of it is. We open another seven miles next

Wednesday, another seven miles in December, and another 25
miles in 1999.

Mr. PETRI. And are you meeting, on the first stretch, your expec-
tations on ridership?

Mr. KREUTZEN. We are currently at about 8 percent below reve-
nue projections, but we are not concerned at this point in time. We
don't have a direct interconnect to an existing State route or inter-
state.

I think we've proven--one of the many questions I had to answer
to the markets is, "You're the land of the freeways in California.
Will they pay tolls?" The answer is yes, and they'll pay them at the
high end of the urban continuum toll rate.

Mr. PETRI. Thank you.
Mr. Campion, Golden Gate Bridge Authority.
Mr. CAMPION. Thank you, Mr. Chairman and members.
We appreciate this opportunity to offer our comments as you

begin work on reauthorizing the Intermodal Surface Transportation
Efficiency Act.

IBTTA represents the worldwide toll industry, with a member-
ship consisting of toll authorities in 24 countries on five continents.
Among these are more than 50 toll agencies in the United States,
whcse facilities carry over 3.6 billion vehicles a year.

Toll financing has played an integral part in the development of
America's surface transportation system. Though touted as an in-
novative funding mechanism, it could be argued that tolling is one
of the most traditional mechanisms in use.

We believe that toll financing represents one of the best available
tools for State and local governments to use in addressing the
growing backlog of transportation neds.

The development of toll roads continues at a strong pace. IBTTA
surveys identify proposals for over 2,000 miles of new road and
bridge facilities in the United States at a projected cost in excess
of $34 billion.

Without toll financing, many of these needed transportation
projects could advance only if additional State or Federal taxes
were imposed to support larger transportation improvement pro-
grams.

In .995, toll facilities spent almost $2.5 billion on capital im-
provenients to their facilities, $460 million on maintenance and
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$2.1 million on operations. Clearly, tolls have become an important
element in the finance mix to build, maintain, and improve our
transportation facilities.

The question put to us by the subcommittee staff when we were
invited to testify was: what hurdles does toll financing face?

Number one, the main problem limiting the broader use of toll
financing has been the reluctance of State and local governments
to take up the practice. States have historically been slow to con-
sider toll projects, though surveys of State highway agencies last
year showed a growing degree of interest in toll finance projects.

One of the largest hurdles to the broader use of toll financing in-
volves public mis-preconceptions about the likely extent of tolling.

We would argue that toll financing is an appropriate and viable
mechanism only in specific circumstances and locations where
there was enough traffic and local demand for improved or new
surfaces that users would be willing to pay for the service.

A frequent concern about toll financing goes to the collection
process, itself. We noted the subcommittee's interest in electronic
tolling, as expressed in earlier hearings, and have submitted for
the record a recent surVey of our members' activities in implement-
ing electronic toll and traffic management-ETTM-systems.

for many agencies, ETTM allows more-efficient toll collections,
while it offers drivers the potential for quicker passage, since tolls
are paid electronically, allowing a motorist to pass through a plaza
in some cases without stopping.

At present, 30 U.S. toll authorities are already using ETTM sys-
tems, or will be in the near future.

Let me summarize IBTTA's recommendation for reauthorizing
ISTEA.

One, maintain existing innovative finance programs. ISTEA gave
the States and toll agencies greater flexibility in funding transpor-
tation projects, and the Federal Highways has done a commendable
job identifying and expediting innovative funding methods and
practices. We strongly support the continuance of this effort.

Two, the Federal infrastructure bank. Last year Congress passed
the State infrastructure bank demonstration program, allowing ten
States to create these banks. We encourage Congress to consider
creating a Federal infrastructure bank that could work much the
same way, with a portion of the highway trust fund balances made
available to States as loan or loan guarantees to leverage and sup-
port transportation investments.

Three, broader use of tolling. This subcommittee has been instru-
mental in expanding the potential use of tolling to almost any road
in the Nation, except for the interstate system. Our critical na-
tional needs may require that States be given the flexibility to
place tolls on these roads. If so, we would recommend that Con-
gress allow the States to consider tolling existing interstates with
rigid controls so that toll surplus revenues after maintenance, oper-
ations, and bond repayment cost are addressed to be used solely for
transportation purposes.

Four, maintain the Federal role. We would urge that the Federal
role in developing innovative practices and information sharing like
Federal Highway's innovative financing efforts or the development
of intelligent transportation systems be maintained.
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Five, support broader border facilities. We would urge that bor-
der crossing and trade corridor infrastructure financing be ex-
panded under sections 1089 and 6015, as contemplated in the Fed-
eral Highway's report to Congress.

Our suggestions are designed to provide State and local govern-
ments with greater incentives to use toll financing. The States have
critical road needs for existing demand, as well as the future, that
they may not be able to meet without greater reliance on tolls.

It is our desire to work with State and local governments to
make toll financing work for governments, for toll agencies and,
above all, for the motorists who must, one way or another, pay for
their roads.

Mr. Chairman and members of the subcommittee, we appreciate
this opportunity to offer these comments for your consideration,
and we'd be pleased to offer any further information that might be
useful to you, Members, and staff.

Thank you very much, sir.
Mr. PETRI. Thank you. And I guess you get a gold star for timing

yourself.
Mr. CAMPION. Thank you very much.
Mr. PETRI. Mr. Platt?
Mr. PLATT. Thank you, Mr. Chairman.
I'm from the State of Ohio, the home of air cargo facilities, which

are, incidentally, Mr. Chairman, financed 100 percent by the State
general fund. I wanted to alleviate the committee's concern about
that. It is a multi-modal project, our State infrastructure bank, and
we're proud to say that our State General Assembly had appro-
priated $30 million, put it into the State infrastructure bank to
help capitalize it, and believes strongly in it.

We're also the State known for devolution interest, and I wel-
come the opportunity to speak before you.

We've had a very good experience in Ohio with innovative financ-
ing. The two major items we felt have been very helpful to us is
the increased speed in which projects have been delivered from ap-
proval to completion, and, of course, the second being the ability to
finance projects that we otherwise could not have financed and did
not fit well within the so-called "traditional" mechanism and tradi-
tional ways of thinking.

In fact, in the TEO-45, we had three of the initial 30 projects

that were considered and approved, and two of these three have
been completed in a record time of 12 months from the time of ap-
proval to the actual completion of the project, and these were not
simple projects. They were projects that could not have been fi-
nanced without innovation.

Our goal Mr. Chairman, is that one third of our major new con-
struction program in Ohio, which is about a $250 million annual
program--one-third of that would be financed through innovative
approaches. So it is not just a tool in the toolbox, but it is a major
part of the toolbox, itself.

One of the projects that has been successfully completed is an
intermodal rail highway facility. It utilized $11.2 million as a loan
to a public/private partnership. It is being paid back using a toll
of $10 per lift, whether it's a container or a trailer that moves on
to a rail car, and that will pay that back over a period of time.
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It created 630 new higher-wage jobs and will ultimately create
an additional 1,000 jobs and private investment of over $100 mil-
lion, so we were able to leverage that project.

The second project was mentioned by Deputy Secretary Downey
this morning about the 3.5 mile third main rail in Cincinnati,
which helped move a lot of traffic there, and it is also a project that
was begun and ended in 12 months and is now in use.

So we've used inrovative financing, and we look at innovative fi-
nancing to allow us to realize a paradigm shift, and that's that eco-
nomic development can be used to help pay for financial-the
transportation facility, itself.

In fact, the innovative financing has allowed us to go from a tra-
ditional mind set of pay as you go to something more accurate
called "pay as you grow." In other words, taking the economic suc-
cess generated by the transportation facility itself, to help pay for
that facility. That's the way we're going in Ohio.

And so, in terms of what has been some of the ideas, we're fortu-
nate that we are a pilot State for the State infrastructure bank
program, and one of the things that has been important is that, as
these loans are made for various projects, the monies are paid back
and they are now considered State funds, and we think that's an
indirect source of the devolution idea in that it gives us the author-
ity to do that, because we are a strong proponent of devolution be-
cause the Federal Government does not maintain any of Ohio's
roads and bridges; the State and local government maintains that.

We're looking at a 21st century approach to funding needs.
We also feel that all States, because of our experience in innova-

tive finance, all States should be allowed, at their option, to estab-
lish State infrastructure banks. We think it's a proper approach.
Remembering that this is going to be reauthorization for a period
of 5 years, we think all States should have that option.

We would also like to suggest that Congress allow up to six inter-
state compacts to be formed on a regional basis in kind of the spirit
of what Representative DeLauro commented this morning about-
to cooperate on a project financing basis.

These interstate compacts could provide a financing vehicle to
issue revenue bonds for a region, and then that region could then
use a portion of each State's future funding requirements to pay off
those bonds, and that would be another way to make the dollars
go further.

Finally, Mr. Chairman, I would like to illustrate some power of
leveraging, and I think Wally had talked about that earlier.

If you would take the $0.025 of Federal fuel tax that was to come
back to the highway trust fund October 1, 1995, that would raise
something like $3.25 billion. I would propose using that as a stand-
by letter of credit in allowing the States to issue revenue bonds for
using that as a stand-by letter of credit. We would then be able to
issue, for that $3.25 billion, some 32.5, or 10 times the amount, for
needed projects.

Of course, in the scoring that the Congressional Budget Office
uses, they would score that as somewhere between $0.10 and $0.15
on the dollar, so you could take a $325 million part of the domestic
spending cap, issue $3.25 billion as letter of credits only, and then
leverage some $32.5 billion in projects.
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The risk-the only risk would be the $3.25 billion, and that
would be 10 percent. The States would take the other 90 percent
of the risk.

Remember that the uses of those $32.5 billion would be for
projects that generate revenue, and that would be the primary
source of paying off those bonds.

I wanted to let you know what innovative financing has done in
Ohio, and I thank you for the opportunity.

My written testimony has been filed.
Mr. PETRI. Thank you.
Mr. Brasher?
Mr. BRASHER. Yes, Mr. Chairman and distinguished members of

the committee, I want to thank you for providing this opportunity
for me to testify today and discuss innovative financing in the con-
text of the reauthorization of the ISTEA.

My name is Dick Brasher. I'm the deputy manager of public
works for Denver. I'm here to deliver the statement of Denver
Mayor Wellington E. Webb. The mayor very much wanted to be
here and to deliver the statement in person and is sorry he could
not do so.

Denver and Colorado have benefitted greatly from the current
ISTEA, and we are pleased that the committee is moving forward
with early reauthorization.

ISTEA caused more sharing of the planning and decision-making
between the metropolitan areas and the State. This was a helpful
step toward cities that are still not fully able to plot their own in-
frastructure programs. Denver is hopeful that the new ISTEA will
assist us directly in solving some of our most vexing transportation
problems.

The goals the committee has set for the next reauthorization
process are exactly what we need.

I also looked with great interest to your facilitation of innovative
public/private partnership to compensate for shrinking discre-
tionary dollars.

Denver is now working towards a transit project which we call
the "air train." This project will bring a private sector group to-
gether with the city to build a commuter rail type service between
downtown and Denver International Airport. Truly local planning
and financing flexibility could make this project happen.

Denver faces challenges with this project. The first is financing.
We are in a metropolitan area where transit consists of the bus
system and the 5.3 mile light rail line. The RTD is seeking funds
to build an extension to this light rail system, and the city supports
their efforts.

Because of the size of our State, traditional Federal funding for
transit cannot be stretched to encompass the light rail project in
addition to the air train.

2.he traditional answer to the dilemma is to politely get in line;
however, the Denver International Airport is open, with greater
revenues than expected and bringing more visitors to Denver than
ever. Now is the time to have transit available to take tourists,
business travelers, and even workers to and from the airport.

The Denver metropolitan area is one of the fastest-growing in the
country. A report released this week states that 80,000 people have
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moved to Colorado in the past year, with most resettling in the
Denver area. It is a regional transportation hub. All roads, rail
lines, and most flights in the Rocky Mountain region go through
Denver. It is a center of tourism.

The city of Denver is quickly outgrowing its existing transpor-
tation infrastructure. We are struggling to absorb the great de-
mands the sprawling suburban population places on the city, which
serves as its hub.

Denver has made great strides in dealing with its air quality
problems, but continued air quality restrictions on capacity im-
provements to our roadways have made it even more imperative
that we look to other modes to complement our road system.

We would be interested in any of the tools that ISTEA-II could
provide, such as the Federal loan guarantees-I won't go into de-
tail. I think we've talked about those today.

Increased flexibility-all funds should be used flexibly to support
multi-modal investment. We find that air quality restrictions in the
center city make it all too easy for the region to shift funds away
from us and concentrate it in the suburbs. We would welcome some
shift to metro area transit, but cities need funds to make improve-
ments or core cities will die.

Tax policies or use of special assessment districts to facility de-
velopment; value capture to help pay for construction; some relax-
ation of legal constraints to funding options such as the present
airport revenue diversion law that limits the city's flexibility to use
dedicated airport revenues to build a project that will directly serve
the airport simply because parts of the project will not be built on
airport property.

I keep returning to the example of air train project because I be-
lieve it is a prime example of the types of projects which will be
needed in the next few years. It addresses the needs to find innova-
tive solutions to the problems of population growth, the reduction
in Federal dollars, and the complexities of both Federal and re-
gional transportation policy development.

I believe this project can serve as a model for public/private part-
nership to enhance transit infrastructure and to substantially alle-
viate road congestion, automobile pollution, and transit needs that
continue to confront the people of Denver.

I recognize, Mr. Chairman, that I have described an Olympian
task for you and your committee. I wish you well. I stand ready to
help in any way I can to provide any information that you need.

Thank you.
Mr. PETRI. Thank you.
Mr. Horn?
Mr. HORN. Thank you very much, Mr. Chairman.
I don't know if panel four was in the room when Mr. O'Connell

mentioned the concerns about privacy that some of his membership
might have with the introduction of new technology, but I'm inter-
ested in just sort of going down the line, starting with the Orange
County tollways. Are trucks permitted on that tollway?

Mr. KREUTZEN. Yes, they are.
Mr. HoRN. Have you had any complaints from any truck driv-

ers-well, Jet me ask you the technology applied. Do you have a
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billing system or a scanning of licenses at all that relates to that
in any way?

Mr. KREUTZEN. Yes, we do. We have something called "automatic
vehicle identification," which is a scanning of a transponder. It's
optional. As a driver, you can choose to have it implemented or not.
It's a scanning device.

Mr. HORN. Okay. So it doesn't scan everybody, then? It just scans
those with certain equipment, or what?

Mr. KREUTZEN. That is correct. If you choose to use the AVI de-
vice, you have to subscribe to it. Then you have the scanning capa-
bilities. If not, you use a traditional staffed or automatic coin ma-
chine booth.

Mr. HORN. Do you find many people driving the large trucks sub-
scribing to it?

Mr. KREUTZEN. No. We haven't seen a large truck population yet.
Mr. HORN. Do you have anybody subscribing to it that drives

large trucks?
Mr. KREUTZEN. Yes. Some.
Mr. HORN. Some.
Mr. KREUTZEN. It's not a predominant use of the AVI system, it-

self. Our roads are predominantly autos at this point in time. We
do not have high truck usage.

Mr. HORN. I'm just getting at getting a feel for if there are com-
plaints from the grassroots on the privacy aspect.

Mr. HREUTZEN. We've dealt with that with autos as opposed to
trucks, and our response is, "You have the option to use the auto-
matic vehicle identification. If you choose not to, you have another
alternative," which are what I term the traditional either staffed
or coin machine lanes, and you aren't tracked at that point.

Mr. HORN. Now, I take it when that works you can flow rapidly
through that area, you don't have to stop and put change in?

Mr. KREUTZEN. Correct. At freeway speeds at 65 miles an hour.
Mr. HORN. So does that mean they don't stop at all?
Mr. KREUTZEN. That's correct.
Mr. HORN. Good. Well, I would think that would save you time

over a long stretch of road.
Mr. KREUTZEN. We are seeing, during peak period, 67 percent of

our usage is AVI during peak period right now, and 50 percent
overall.

Mr. HORN. Translate "AVI."
Mr. KREUTZEN. Automatic vehicle identification, the scanning de-

vice.
Mr. HORN. Right. And is that coming into common practice

around the country that you're seeing in new tollways?
Mr. KREUrZEN. Yes. New tollways, especially, since they are

being built primarily with these systems in place, are seeing very
good utilization of the technology.

Mr. HORN. Now, do you have any technology related to global po-
sitioning?

Mr. KREUTZEN. No.
Mr. HORN. Do you know of any that are occurring in the States

at all where they see a use for this? I mean, some people are just
buying it for their own protection to find whatever is stolen from
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them, but I'm just curious if you see much of move in your col-
leagues wanting to encourage that.

Mr. KREUTZEN. I don't, but some of these other gentlemen may
have more direct experience.

Mr. HORN. Mr. Campion, how about it on your technology on
Golden Gate Bridge?

Mr. CAMPION. Two facets to your question, sir.
First, by State law in California the Golden Gate Bridge has

been prohibited from installing a system, or we would have had one
of the first systems in the United States in about 1991.

Mr. HORN. Why did the legislature, in its wisdom, which Mr.-
Mr. CAMPION. It's a rather long story, but until they-they want-

ed the systems in California for all toll bridges. We are the only
bridge that is outside the State of California toll bridge system.
They wanted all systems to be able to be bid competitively and be
compatible.

California has had an extraordinarily long problem in developing
a system, and it is being tested at the present time on the
Carquinas Bridge in California.

As soon as that system is proven, within the next 18 months to
2 years, if that system works, we would install the system.

To the other question as far as truckers and-
Mr. HORN. Excuse me a minute. I thought the Golden Gate

Bridge was under its own jurisdiction and not under the State.
Mr. CAMPION. That's correct.
Mr. HORN. Did you just agree to it, or how did-
Mr. CAMPION. No, sir. We were in--enabling legislation by the

California Legislature permitted the formation of a special district,
and under a special section in the California streets and highways
code we are mandated as to how and such ways our board of direc-
tors is established and other operations.

There were amendments made to that streets and highways code
by Senator Quinton Cobb that prohibited us from going into this
system until there was a compatible system, even though we had
$1 million in our budget and we're ready to go.

We're anxious. I've been involved, personally, as chairman of
IBTIA's ETTM Ad Hoc Committee for 5 or 6 years, and the experi-
ence throughout the United States is one-in most cases there is
privacy available. In other words, if you have three friends that you
don't want the know where they are to the other, you can come in
and you can buy your tag, $50, $100, or $200, and you can be anon-
ymous in the system and just come back and pick up that tab.

The others prefer to have accountability, such as getting a
monthly statement at the end of the year for tax purposes. That
accountability is optional and most people do prefer it. A trucker
could do the same thing in most systems.

Mr. HORN. You had the second point you wanted to make. Did
you make it?

Mr. CAMPION. I think the first one was what the Golden Gate
Bridge was, and then, secondly, this issue of privacy that you ques-
tioned on other facilities around the country.

Mr. HORN. Mr. Platt, Mr. Brasher, want to finish the response?
Mr. PLAw. Yes. Thank you, Congressman Horn.

__ -M
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The State of Ohio is one of six States involved in what's called"advantage 1-75," which has a voluntary program for trucking in-
terests to put a transponder on their truck to have a weigh-in-mo-
tion type operation so they can bypass some 15 truck weighing sta-
tions along that 6-State corridor.

Again, I emphasize it's a voluntary program and it's designed to
provide the information for those who want to save time by being
able .1 go by and bypass those weigh stations. It was actually a
program that was suggested from various trucking companies, such
as Schneider and Hunt Brothers and others who, of course, employ
transponders and GPS to keep track of where the goods are for the
convenience of the customers. I think that's one of the aspects that
maybe has not been mentioned-the convenience of the customers.

Certainly in the rail industry most of the rail industry and the
class ones already use that kind of information to keep track of
where the trains are, from a safety standpoint as well as for the
customer, so this is not anything new in that term.

But I think our position is, if it's a voluntary program and you
want to choose, instead, to go through the 15 weigh stations to re-
main anonymous, that's fine.

Mr. HORN. Mr. Brasher?
Mr. BRASHER. Yes. The State of Colorado doesn't have a lot of

tolls. We just have the one, which is called "E-470," and it's admin-
istered under a road authority. They do have the scanning device
that they can place in the window and do that, but that is some-
thing that they pre-pay and it's a voluntary thing, as was men-
tioned earlier, that they could use it that way, and it's convenient
for some people. Otherwise, they don't have to do it.

Mr. HORN. Thank you.
Thank you, Mr. Chairman.
Mr. PETRI. Mr. LaTourette, do you have any questions?
Mr. LATOURETTE. Thank you very much, Mr. Chairman.
Mr. Platt, I'd like to chat with you for a little bit, if I could.
Before I ask my questions about the Transportation

Empowerment Act that was sort of mentioned during the last panel
by our friend from Pennsylvania, Mr. Mascara, I would like the
record to reflect a couple of things.

I'm a newcomer to Congress, but during the time that I've been
here in the 104th Congress I have never had a greater sense of co-
operation than I have had with you, personally, and the officials at
the Ohio Department of Transportation.

I would tell my colleagues that if every State had a Department
of Transportation as responsive as the one run by Mr. Ray and Mr.
Platt, they would be happier Members of Congress.

I thank you very much for all that you've done.
Mr. PLATT. Thank you.
Mr. LATOURETTE. And already in our District we've seen the ben-

efit of Ohio's foresight in applying for and becoming part of the
State infrastructure bank, as there was a restructuring or re-
rioritization of transportation projects recently concluded in the
tate of Ohio.
Some people that had been waiting for projects for a long time

were told that those projects probably wouldn't be built in their
lifetime, or well into the next century, but Mr. Platt and his staff
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are the type of people that, rather than bringing you bad news,
they say, "Well if one avenue is blocked or we have a road block,
we're going to figure out a way to get around it and make it hap-
pen." I want you to know I very much appreciate it.

On a personal note, I live in a town of about 2,000 people--Madi-
son, Ohio. Right before Memorial Day, a bridge on 1-90, which is
a major, major artery in our part of the world, interstate highway,
dropped two inches. Our town with 2,000 people had 36,000 visi-
tors that weekend, as that was the re-routing of the Memorial Day
traffic.

When I went home from Congress that weekend I thought, "Boy,
people have finally discovered the wineries and all of the chicken
wings and the wonderful things that bring us to Madison," but it
turned out to be this detour.

Again, ODOT jumped to the challenge and had the crossover
done in record time by hiring a contractor who worked day and
night, and those of us in that part of the world appreciate that.

But, to the point, and to talk a little bit about what Mr. Mascara
was talking about, Mr. Kasich, who is greatly respected by myself
and others in this Congress, has developed something called the
"Transportation Empowerment Act" with Senator Connie Mack.
The proposal, as I understand it, during the first 2 years would re-
turn in block grant form $0.07 of the Federal gas tax to the States,
and in the last year, 1999, would completely repeal all of the Fed-
eral gas tax but for $0.02 that would then be maintained by the
Federal Government for its involvement in the national highway
system.

As a donor State, Ohio being a donor State, this obviously has
a great deal of appeal, and I understand that our governor, Gov-
ernor Voinovich, is supportive of this. If he doesn't become the vice
president of the United States, I assume he's going to continue to
work with Mr. Kasich on this project.

The question that I have is this: has Ohio, if $0.123 is returned,
or whatever the figure is, to the State of Ohio, have you or ODOT
or the State prepared any documents or given any thought as to
what portion of that $0.12 the State might be interested in replac-
ing as a State fuel tax to deal with Ohio's infrastructure needs?

Mr. PLATT. I thank you for the kind words, Congressman
LaTourette. It's a pleasure to work with you on those many, many
projects, and we have many more to do.

You talked about the $5 billion worth of projects, and we've had
to pare that down on a priority system, and that's one of the rea-
sons why we're very interested in the Transportation
Empowerment Act, because that $0.12-and I've talked with mem-
bers of our general assembly, and they've indicated very much a
desire to whatever would be devolved from the Federal Govern-
ment to take that up once again and make that a State tax, be-
cause that's certainly an issue with us.

We send some $1 billion annually to the Federal Government
from our motor vehicle fuel taxes, both diesel and gasoline, and we
receive back about $625 million, so there is quite a bit of difference
between those two numbers.
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We have examined the $0.12, and it would give us abou" $90 mil-
lion additional if the general assembly would enact an exact
amount of the $0.12.

We feel that thore are ways that that tax could be put together
for both transit ane highway interests, and we're one of the States
that has a constitutional limitation that says only for-the motor
vehicle fuel taxes, State motor vehicle fuel taxes, are for highway
use only, but we feel that in the passage of legislation at the Fed-
eral level it could be done in such a way as to be termed as a Fed-
eral redirected tax rather than a state tax.

So it would be quite a bit to us. It would mean the $90 million
additional each year we would actually be putting into our major
new construction and highway projects. We certainly have got quite
a number to work from. We have them ranked. We're ready to go.

We think it's time to look to a 21st century funding solution to--
a program that has worked very well, actually, for 40 years, but
the interstate system is now complete and it's being maintained by
the States.

Mr. LAToURETTE. Here's the question that I have. I don't remem-
ber the issue--I think it was cigarettes. We were talking about in
Ohio one time a sin tax. The discussion was that if Ohio raised its
cigarette taxes, everybody would run across to Linesville, Penn-
sylvania, and run their cigarettes. 'We're really cutting off our nose
to spite our face, because we wouldn't receive the bump-up in reve-
nue that we're talking about.

My concern in turning back the $0.12 to the States completely
is that same dilemma. If Ohio replaces all $0.12 and it gives us all
the money we need in Ohio to dedicate to road projects and the
State of Pennsylvania does $0.08, for instance, for whatever reason,
is there a concern on your part, or has ODOT enga ed in an reve-
nue analysis that would ward off sort of a gas war between States?

Mr. PLATT. Yes, Congressman LaTourette. We monitor very
closely what the other States are charging and we certainly-Ken-
tucky, Michigan, Indiana, and Pennsylvania particularly-and, or
course, there is some concern, although when we look at the overall
volume of vehicle miles traveled, most of that is intrastate traffic
and would be, we think, for a few cents, going across the border
and expending multi gallons of gas to save a few cents would not
be very appropriate.

We do try to keep somewhat close. We think that the other
States would certainly want to, if there was a $0.12 redirection of
Federal tax, would want to also utilize that within their State.

Mr. LAToURETTE. Thank you, Mr. Platt.
Thank you, Mr. Chairman.
Mr. PETRI. Mr. Baker, any questions?
Mr. BAKER. Yes. Thank you very much.
Mr. Kreutzen, was your project authorized under AB-680?
Mr. KREUTZEN. No, it's not.
Mr. BAKER. It's a separate, private/public toll facility?
Mr. KREUTZEN. That is correct.
Mr. BAKER. And where does it go? It goes from Orange County

to San Bernadino, or-
Mr. KREUTZEN. Actually, there are three different corridors con-

stituting the 67 miles. The largest of the two, which are referred
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to as the foothilll eastern corridors," will take you from southern
Orange County at the San Diego/Orange County border, and bring
you northerly all the way to the Riverside/Orange County border,
as well as several points internal to Orange County, itself.

Mr. BAKER. Are you also in charge of the one that goes into San
Bernadino, the Diamond Lane Toll Road?

Mr. KREUTZEN. No, we are not.
Mr. BAKER. Are ,, 'i:u familiar, though, with their usage?
Mr. KREUrZEN. Yes, I am, and I think Mr. Pfeffer is here on the

next panel to discuss that project.
Mr. BAKER. Okay. Fine. I just want to make sure that-I think

we have a pretty good usage, and you mentioned you were within
8 percent of your projections, even though you don't reach major
objectives yet.

Mr. KREUTZEN. That is correct.
Mr. BAKER. So you're pretty optimistic about the usage in this

project?
Mr. KREUTZEN. Yes.
Mr. BAKER. Thank you very much.
Mr. Platt, you mentioned taking the $0.025 gas tax from the dis-

astrous 1990 tax increase, and instead of putting it in the general
transportation fund recycling it out to the States to match. Do you
anticipate matching that with your own 3.25 in the State and then
having $60 billion to spend?

Mr. PLATT. Mr. Chairman and Congressman Baker, that's an in-
teresting proposal and idea.

We certainly feel that going with the $3.25 billion standby letter
of credit and being able to leverage $32.5 billion is probably enough
of a stretch at this point because we would also be assuming 90
percent of the risk of that.

In other words, the only risk of the Federal Government would
be the amount of the standby letter of credit at $3.25 billion. The
State would then take on the risk for the other 90 percent of that,
or the difference between about $30 billion.

Again, as that initial capitalization takes place and we loan out
the proceeds of those bonds for projects and they begin to pay that
money back, certainly we can then have a second what's called
"traunch" of issues of revenue bonds without asking any more from
a letter of credit, but taking the revenue streams coming back from
the payment of those loans to haN- another issue of revenue bonds.
I see that could go over numbers of times and be very significant
dollars for our infrastructure system.

Mr. BAKER. Would you anticipate that being an annual event
then that we would permanently authorize the $3.25 billion to the
States?

Mr. PLATT. I proposed that be a 1-year issue, but I think that
with the success of 1 year Congress hopefully would see that suc-
cess and want to continue that on, but I didn't want to propose that
be the case until you have a chance to taste the sweetness of suc-
cess.

Mr. BAKER. I agree with you, but I think the States ought to
match it and-

Mr. PLATT. I agree that we will match that and we can match
that. Again, if you're looking at the $32.5 billion, you might say it's
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a 10 percent Federal, 90 percent State match. I guess that's my
point.

Mr. BAKER. I'm looking at the 30 going to 60 is what I'm looking
at.

Mr. PLAT. And I say that could be the next round, but, again,
that's some situation whereby the State could also, through the
general revenue fund-we have $30 million that was appropriated
in June from our general assembly of general revenue funds to help
capitalize the bank, and I think they would be interested in a
matching program very much.

Mr. BAKER. Good. Thank you.
Mr. Campion, in your experience as a general manager of a

major toll facility, do you see any limit on the innovative financing
programs that we've been discussing here, any changes that ought
to be made in the program?

Mr. CAMPION. Through the Chair to Congressman Baker, I think
that probably the Golden Gate Bridge is a unique facility when we
talk about limits in the .rea of innovative financing. It's a special
district with no taxing authority, and, at the same time, we do not
participate in any of the State or Federal apportionments to the
State of California for any of our programs.

Our partnership-
Mr. BAKER. Who authorizes your tax, then? Somebody--
Mr. CAMPION. We have no tax base.
Mr. BAKER.-authorized that $3.
Mr. CAMPION. That's the toll that's established by the board of

directors. We have a $3 toll, as you know, as opposed to $1 by the
other State bridges.

In 1991, we raised the toll 50 percent to $3 in order to begin to
put together the local match for what hopefully would be the 80/
20 match to do the $175 million seismic retrofit.

Thanks to this subcommittee and the full committee's help in the
national highway system bill, the soft match provision was in-
cluded, and, as a result of that, we will go to bid in the next 30
to 45 days using $35 million that we have raised in our tolls.

We are hopeful that, as reauthorization is viewed, that, with out
inability to participate in any of the Federal funds coming to Ca l l-

fornia, that again the partnership would be considered as it was
previously in the replacement of the bridge deck, as you recall,
when we put on orthotopic surface for about $70 million, plus there
is $5.9 million in the total of $13.2 million of ISTEA funds for our
design and engineering, which will be completed this month.

So we feel that there are some limits as far as innovative financ-
ing, predicated upon the type of district that we are and our limita-
tions of obtaining funds to do this critical project, particularly for
a project that, if the bridge had to be replaced, could well be $1.4
billion.

We would like to share in innovative ways to go, but we are ham-
strung in many respects and would hope that we could continue
the Federal partnership in making this project a reality.

Mr. BAKER. So if we were drafting this legislation, you could
probably put a fix in there that would allow your district to be in-
volved with all the others; is that correct?
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Mr. CAMPION. It would take, I believe, line item authorization to
name, if we were to participate in Federal apportionments coming
into California; otherwise, we would not receive it.

In other words, block grants and that type of apportionment
would not be a place in which we could participate short of author-
ization by line item, as well as at the appropriations level.

Mr. BAKER. All right. My time is up, so I have to hurry.
Mr. Brasher, you mentioned using airport authority funds for

metro--I assume metro rail or air rail projects off-site from the air-
port. We protect very carefully the airline fees and the airport fees;
however, noting the language in the BART SFO project put in the
budget restricting this project, I'm getting less and less interested
in protecting the airline fees.

What was your-in one line, what was your thought on using
those fees for what kind of a project?

Mr. BRASHER. Well, the--what we were hoping was a funding
package that would be a potpourri of many, many funding sources,
innovative funding sources.

Of course, one-since the air train or this commuter rail serves
primarily downtown to the airport, it was our hope that at least
the committee would consider the relaxation of some of the legal
constraints that would prohibit the use of these funds that would
be off-airport primarily.

I think the current law allows you to use them for stations that
would be on airport property or any rail system within the airport
property, but when you leave that then there are some prohibitions
there for allowing that.

I'd just like the committee to consider that in their deliberations.
Mr. BAKER. Thank you.
Mr. PETRI. Thank you.
I have just one question, building on what Mr. LaTourette was

discussing.
Mr. Rahall and I talked with a number of the governors at the

National Governors Association earlier this week about the Kasich-
Mack proposal and a number of other ideas people had for rear-
ranging or paring back on the scope of the Federal highway pro-
gram, and they seemed to think that if something were done of
that sort it would make a lot of sense.

Rather than having a phase-out of the Federal gas tax or a part
of it over a 2- or 3-year period, as Representative Kasich I think
is suggesting, we keep the gas tax but give States a credit. If they
want to replace the $0.08 at the State level, they could get the
$0.08 credit. It would be the same for the traveling public. If they
chose not to do it because someone characterized it as a tax in-
crease or whatever, then the money would continue coming out
here to Washington.

They thought that would solve their political problems at the
State level where many of them have said they would not back any
kind of tax increase, and they were afraid, even though the number
would be the same, it would be called by some a tax increase if it
went up $0.08 in Ohio or Vermont or whatever, even though it
dropped $0.08 on the Federal level.
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Do you have any comment on that? That's done with the State
taxes. I assume we probably could do the same thing, but I'm not
sure.

Mr. PLATT. Yes. Mr. Chairman, I think that's a very-I always
like the term "voluntary" and "optional" rather than mandatory.
We certainly always advocate that, and I'm sure that there can be
some technical way that that could be done.

I think it's an exciting idea, and it does overcome some of the is-
sues that may be in various States, and I certainly think that
that's something that we want to work with both Congressman Ka-
sich and, of course, our Governor Voinovich has been very much
speaking for about a year and a half about that very issue.

We recognize that there are some problems in various States.
Even though in the State of Ohio it may be everyone's ready to do
this, others may not want to.

Being optional and being able to say that if a State decides to
go ahead and take a redirected approach to the Federal tax and
take that on, on a voluntary basis, fine. If not, it continues as is.
I think that's an exciting idea.

Mr. PETRI. All right.
Thank you all very much for the time you spent with us and for

your testimony. We appreciate it.
The last panel consists of: Robert Rich, vice president of J.P.

Morgan Securities; Gene McCormick, senior vice president, Parsons
Brinckerhoff, representing Project America, the Coalition to Rein-
vest in America's Infrastructure; Gerald S. Pfeffer, senior vice
president, United Infrastructure Company; and Daniel V. Flana-
gan, Jr., chairman and chief executive of the Flanagan Consulting
Group.

Gentlemen, you've been very patient, and we look forward to
your summary remarks.

Mr. Rich, would you like to start?

TESTIMONY OF ROBERT A. RICH, VICE PRESIDENT, J.P. MOR-
GAN SECURITIES, INC.; GENE MCCORMICK, SENIOR VICE
PRESIDENT, PARSONS BRINCKERHOFF, INC., REPRESENT-
ING PROJECT AMERICA, THE COALITION TO REINVEST IN
AMERICA'S INFRASTRUCTURE; GERALD S. PFEFFER, SENIOR
VICE PRESIDENT, UNITED INFRASTRUCTURE COMPANY;
AND DANIEL V. FLANAGAN, JR., CEO OFFICER, THE FLANA-
GAN CONSULTING GROUP
Mr. RICH. Thank you, Mr. Chairman.
I'm pleased to be here today to provide comments on the reau-

thorization of ISTEA. I am Robert Rich, a vice president with J.P.
Morgan Securities, and I'm an investment banker specializing in
transportation finance. My comments today will come from that
perspective.

Given the widening gap between Federal funds and transpor-
tation needs, a Federal transportation funding program must pro-
vide not only a mechanism to stretch those Federal dollars, but
also a means to leverage the capital market financing alternatives
that are increasingly being examined as a means to expedite
projects that are not stuck in State transportation improvement
programs for lack of funds.
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In evaluating a transportation funding program that will help
bolster capital markets' participation, three clharacteristics--flexi-
bility, capacity, and leverage-are important to me-flexibility in
the sense that there will be available multiple financial products
that can be tailored to meet the needs of the individual transaction.
Also, flexibility in the sense of timing. A funding product should be
ready to take advantage of market timing.

The program should be capitalized in an amount that's sufficient
to provide level of funds that can improve the transaction, and the
program should also leverage its funding so that each of the limited
dollars provided for the program are being used to their fullest po-
tential.

The enactment of ISTEA marked a significant change in the di-
rection of how transportation funding had traditionally been pro-
grammed and allocated. The NHS Act took a major step forward,
providing the States with the ability to offer other financial prod-
ucts, which better leveraged Federaldollars and provide more use-
ful tools for capital markets transactions.

The Government may not play a role in every project, but I think
it has been clear from the testimony previously that it can make
a different to the projects in which it chooses to participate.

The tools provided to State and local government in its invest-
ment bankers by NHS Act must continue to be expanded and de-
velo ped, consistent with the growth and development of the capital
markets, the limits on available revenues, and the shift to project-
specific financings have made structuring flexibility a key compo-
nent to successful capital markets transactions.

Enhancing the flexibility provided by ISTEA and NHS is critical
to funding the growth and maintenance of the transportation sys-
tem.

The SIB program of flexible and efficient funding alternatives
should be expanded to all 50 States, and also allowed, I think, for
multi-State infrastructure banks.

In an effort to encourage creating a SIB, Congress should con-
sider providing funds for its capitalization.

The Federal Government is in a strong position to evaluate some
of the credit risks on proposed transportation projects. The process
of obtaining some of these Treasury loans, however, often takes
time. The Treasury loans such as the TCA and the Alameda Cor-
ridor required specific legislation.

The Congress might want to consider streamlining the process by
providing regulatory ability in the Treasury and the DOT to com-
mit these types of transactions in a more timely fashion.

It, again, would enhance the flexibility and better position the
States and their investment bankers to take advantage of market
opportunities.

With respect to nmulti-State issues, technology has come to the
forefront as one that should be considered. In this regard, smart
highways, electronic toll collection systems, need to have multi-
State coordination and planning to ensure seamless movement of
goods and people.

One suggestion which the committee might want to consider is
to develop a multi-State planning and financing process similar to
the MPOs in certain areas that require multi-State coordination.

I

k
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There are a couple of Tax issues which I just wanted to touch
on that I've had some experience with that have acted as obstacles
in some of the financings, and particularly with respect to taxable
toll roads.

Right now debt service coverage in the early years of a toll road
is achieved by deferring debt service through the use of deferred
interest bonds In the taxable markets, the interest that is deferred
is, in fact, taxed to the investor, so it limits the investor market
on the taxable side and often can make the economics of the trans-
action much worse by not having the investor market available to
you and having to use other higher-cost either subordinate lien se-
curities or equities in order to complete a project.

A second area that has been evolving has been a consolidation
among generally governmental entities who operate different toll
facilities, and there are also some impediments within the tax code
which impede these consolidations, some of which are for more effi-
cient management, better eccnomies of scale, and also reductions
in cost.

Let me conclude by saying that Congress should not be discour-
aged if projects don't immediately jump off the drawing board into
the capital markets and then on to construction. The changes at
the Federal level have marked a major change in the way States
and local governments must think about using Federal resources
for transportation projects. The governments are in the midait of a
learning process, with each considering the financing structure best
for its particular needs.

And the markets I think have demonstrated a willingness to in-
vest in start-up toll road projects and are eager to invest in more.

The investor education process also takes time, however, as each
project is different and requires different aspects to be explained.

The SIB, a new concept, will also need to be explained to the cap-
ital markets, but they have consistently demonstrated the ability
to understand some of these new concepts and different financial
products, and there is no reason that the capital market shouldn't
continue to do so in the future, Mr. Chairman.

I thank you for the opportunity to come forward. My remarks are
included in the record.

Mr. PETRI. Thank you.
Mr. McCormick?
Mr. MCCORMICK. Thank you, Mr. Chairman. Good morning Mr.

Chairman and members of the committee. My name is Gene
McCormick. I'm with Parsons Brinckerhoff, and appreciate very
much the opportunity to be with you this morning to share
thoughts regarding innovative financing.

In terms of Parsons Brinckerhoff, we are the United States' larg-
est transportation design firm. We have approximately 5,000 em-
ployees located in 150 offices around the world.

Project America that I'm representing this morning is a coalition
to reinvest in America's infrastructure. We are nonpartisan, non-
profit, and the coalition is in its early formulative stages, but our
goal and our objective is to help this subcommittee's effort in reau-
thorization next year, as well as other broader infrastructure ef-
forts.
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Certainly financing is a critical part of next year's reauthoriza-
tion, so we commend the chairman and the committee for holding
this hearing on innovati ve financing. It has been interesting this
morning to hear some of the things that are going on across our
land as a result of ISTEA and the national highway system legisla-
tion last fall. It certainly indicates that I think we're pressing the
threshold of traditional bounds, and I think that's in our best inter-
est in terms of transportation.

I'd like to take my time to kind of reinforce what I know you
fully understand in terms of the context of reauthorization from a
financial standpoint.

If we look at the 1995 Department of Transportation's condition
and performance report on our Nation's surface transportation sys-
tem, it provides a very sobering picture.

If you look just at the highway portion of that picture, you'll see
that that analysis says that if we, as a Nation, continue to invest
in capital on our highway system, as we are today, we need to in-
crease that investment by 50 percent in order to keep pace-in
order to keep pace, stop from falling further behind. We need to
double that investment if we are truly going to make inroads on
the backlog of the highway system needs.

Of course, that is only the highway system, and that builds on
a base of about $35 billion per year being spent on capital invest-
ments in our highway system, so financing and finding new innova-
tive tools to help us in that challenge I think is absolutely essen-
tial.

Also, we all recognize full well the significance of our transpor-
tation system in this country. In my judgment, it is truly a treas-
ure and an asset that, in fact, we are dis-investing in.

Transportation is important to our economy. We, as a Nation,
spend over $1 trillion a year on transportation. Transportation ac-
counts for 12 percent of our gross domestic product. It accounts for
18 percent of our average household expenditures. And it creates
13 million jobs in this country.

So transportation is important. We are dis-investing in the sys-
tem. We need innovative financing.

Bringing the power of the private sector to bear in this challenge
I think is absolutely essential. I commend Congress, I commend
committee members--and many of you were around during the
ISTEA days-taking that first step to allow revolving loan funds,
to allow commingling of toll and regular highway funding. Those
were significant first steps-steps that were further reinforced in
last fall s national highway system bill, steps that must be taken
now another step further.

Reduce the barriers and create incentives that can bring private
investment to bear on the problem.

My written testimony gets into details that outline three general
areas to perhaps focus upon.

One is to broaden the tax-exempt financing for public use infra-
structure investments. Tax code changes-we realize full well that
jurisdiction is beyond just this committee, but we also realize full
well this committee's leadership in tackling issues that are beyond
its jurisdiction, perhaps best illustrated by the current effort off-
budget for the trust funds.
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Secondly, we need to soften and eliminate some of the restraints
that exist in terms of privatizing existing physical facilities that
have had Federal investments made in them in the past. We need
to create incentives and not throw up barriers.

And the third general area has to do with what Congresswoman
DeLauro mentioned this morning. One component of her proposed
legislation pursued the viability and possibility of public benefit
bonding.

We believe those three sets of areas can yield significant con-
tributions to solving our disinvestment problems.

So we, as Project America, and our coalition look forward to
working with you next year as you tackle the problems of reauthor-
ization and we create a path for continued innovative financing.

Thank you all.
Mr. PETRI. Thank you.
Mr. Pfeffer?
Mr. PFEFFER. Thank you, Mr. Chairman. Good afternoon, Mr.

Chairman and members of the Subcommittee on Surface Transpor-
tation.

My name is Gerald Pfeffer. I'm head of transportation at United
Infrastructure Company, a partnership of Bechtel and Kiewit. We
develop, finance, and operate toll roads, airports, and water facili-
ties.

Mr. Chairman, I've submitted written testimony and will, with
your permission, keep my remarks brief.

I'd like to use our recent toll road experience to make three key
points: public/private partnerships can supplement limited public

nds; American drivers will pay to avoid congestion; and Federal
leadership is needed to get the most from this concept.

As noted earlier, Mr. Chairman, we are driving more miles than
ever in the most fuel-efficient cars and trucks in history. That
means more wear and tear on our highways, but lower fuel tax rev-
enues.

Many States can't maintain their existing roads, much less build
new ones. One solution: private investment.

Since 1990, our parent companies have arranged over $10 billion
in financing. Billions more are available for the right opportunities.
If we don't employ this capital, it will probably flow overseas,
where many nations are using private financing to modernize. Iron-
ically, a lot of this money comes from U.S. institution. Isn't it time
we found ways to keep this capital and these jobs in America?

To illustrate this approach, I'd like to relate some recent experi-
ence on two projects, the 91 express lanes in southern California
and the Tacoma Narrows Bridge in Washington State.

Our affiliate, California Private Transportation Company, holds
a franchise to finance, build, and operate the 91 express lanes. This
is one of four franchises enabled by legislation sponsored by Assem-
blyman-now Congressman Bill Baker, a member of this sub-
committee.

As illustrated in my testimony, we've added four lanes in the me-
dian of the existing 91 freeway for a ten-mile stretch from Ana-
heim, in Orange County, to the Riverside County line. This $126
million project is the world's first fully-automated toll road, and
America s first test of congestion pricing.
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Using design/build methods, we shaved 13 months off CalTrans'
construction schedule. Operations began in December, 15 years be-
fore State funds were available. Over 250,000 cars a day use this
corridor. Before we opened, traffic operated at level of service "F,"
stop-and-go, 6 hours each day. During peak hours, our customers
save over 20 minutes per trip.

Even those who choose to stay on the free lanes benefit, since
we've cut about an hour off the morning and evening peaks.

The 91 express lanes is a toll road without toll booths. Electronic
transponders are used to deduct tolls from customers' accounts at
65 miles an hour. With more than 54,000 transponders in use, we
are months ahead of plan.

There is not a dollar of Federal or State money in this project.
In fact, we'll spend about $120 million for private maintenance and
police services that would otherwise have been paid by the tax-
payers.

In 1993, the Washington State Department of Transportation
was authorized to award up to six franchises. Our company was se-
lected to negotiate an agreement for the SR-16 Tacoma Narrows
Corridor. State Route 16 is the primary link between Seattle and
the Olympic Peninsula. The Tacoma Narrows Bridge, completed in
1950, is now congested about 4 hours each day.

Working closely with our legislative delegation, we've been able
to address and resolve some of the problems encountered by other
Washington State projects.

I'm pleased to report that we recently signed a contract with the
Washington State Department of Transportation and are now hard
at work on the technical, financial, and environmental studies for
this important project.

As you can see, private funds can help reduce gridlock, but to
make more of these projects a reality we need Federal leadership.

We would urge Congress to include three key provisions in the
ISTEA reauthorization bill: provide meaningful incentives for
States to adopt the public/private concept, authorize the use of tolls
to finance new and rebuilt sections of the interstate system, and es-
tablish national standards for electronic toll collection systems.

My written testimony includes additional recommendations in
the tax, environmental, and legal areas.

In addition, we urge this subcommittee to support H.R. 1907,
which will help to clarify the relationships between privately-fi-
nanced and Federally-financed facilities.

Mr. Chairman, public/private partnerships offer a win/win/vuin
opportunity. They are good for the public sector, they are good for
private investors, and, most of all, they are good for our Nation's
motorists.

By encouraging the States to pursue public/private partnerships,
Congress can trigger billions of dollars in private investment.

Thank you for allowing us to share our views with you. I'd be
happy to answer any questions.

Mr. PETRI. Thank you, Mr. Pfeffer.
Mr. Flanagan?
Mr. FLANAGAN. Thank you, Mr. Chairman. It is a pleasure to be

here.

37-734 97 - 23
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I'm speaking today as the chairman of the Infrastructure Invest-
ment Commission, which was required under the ISTEA act back
in 1991 to explore how to bring private capital into our infrastruc-
ture sector, including transportation but going beyond in the gen-
eral areas of infrastructure.

Our report was completed and released in early 1993. It's enti-
tled, "Financing the Future." Former Secretary of Transportation
Neal Goldschmidt served on the commission, as did now Senator
Kay Bailey Hutchinson. We held seven hearings, 46 witnesses.

In the interim, I have been fortunate to give a number of talks
around the country, and during that time this concept of public/pri-
vate partnership I think has received increasing recognition for its
importance in growing the pie in terms of America's infrastructure
needs.

In fact, the Construction Writers Association for the United
States honored our commission report in terms of its innovative fi-
nancing techniques, which meant a lot to us.

As to our findings, clearly there is a definitive need, particularly
in the pre-construction area, market entry, new technology. There
have been a number of studies besides ours, including Fragile
Foundations, etc., prior to the 1991 act, that documented these
needs.

We were looking at the time, in terms of private capital invest-
ment-particularly our huge savings in America in our pension
fund sector, over $4 trillion. Being tax exempt, as they are, and
with the bulk of our infrastructure investment today being done ei-
ther through State or Federal grant programs or through the mu-
nicipal bond sector, there was obviously a mismatch in terms of the
ability of pension funds to invest in American infrastructure.

In fact, the State of Colorado testified before our commission that
7 percent of their pension fund assets were invested in Colorado,
and that they had a goal of investing at least 20 percent of those
assets in Colorado, and they endorsed our recommendations be-
cause they saw no way to get beyond that initial 7 percent.

When we talk about private capital investment, we're talking
about rowing the pie. In fact, I've coined the phrase "PCI" to get
around this concept of how to encourage private capital to look at
infrastructure.

Specifically, our recommendations had to do with the area of
credit enhancement. We compliment the State infrastructure bank
concept. Congresswoman DeLauro's bill, 3168, represents a good
deal of what we recommended in our report.

Specifically, we suggested a Federal approach wherein there
would be a national infrastructure corporation that would provide
to the States development risk insurance, reinsurance of projected
revenue streams, subordinated debt, if possible, and also the public
benefit bond approach.

To give you an example, architectural and engineering firms tes-
tified and said it's very difficult for them to act as entrepreneurs
in infrastructure because really you're asking them to take risk in
an unknown territory, and the idea of being able to buy an insur-
ance product that would allow them to guard in terms of that de-
velopment risk, that initial planning, that entrepreneurial stage of
infrastructure, would be very useful to them.
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That allows you to stay the course, so to speak, as the planners,
the developers, the environmental community, etc., can look at a
project and identify the future revenue stream.

And then that next step is to reinsure that revenue stream in the
future to enhance and to allow the market to look at the project,
to do the due diligence that's necessary for the lenders to support
the developers on the project.

Many insurance companies have come up to me and said, "Well,
we provide insurance, construction risk, etc." I said, "Yes, construc-
tion risk-weather, that sort of thing. But not preconstruction."

It's interesting. We provide, through OPIC-the Overseas Private
Investment Corporation, and now the Export/Import Bank is doing
it, and now the World Bank-but we provide essentially develop-
ment risk insurance for American investment overseas, but we do
not do that in our own country.

I had the occasion to visit the House Banking Committee when
the Middle East Development Bank Corporation concept was being
debated, and a number of the Members, noting the testimony from
the Administration about leverage and co-financing and develop-
ment risk, a number of the Members said, "You know, when we go
on the floor of the House, they like the idea, we all support these.
These are good things. But why can't we do this in our own coun-
try?"

Well, we've had a different tradition, particularly through the
municipal bond side, where looking at tax-exempt financing-that
industry, as we all know, is-there is very little activity there now,
and we need to start looking at ways to bring in our pension funds.

Now, as far as project finance, when we held our hearings we
had a hard time finding an American firm back in 1992 that was
engaged in project finance. Today I am delighted to tell you that,
through the phenomena of the independent power industry build-
ing power plants overseas, which is a new phenomena since 1993-
that was illegal, more or less, prior to the passage of the Energy
Policy Act-we now have a thriving project finance industry in this
country, and that will be very useful in this whole affair.

Recently I looked at the annual report for AIG, one of our largest
insurance companies, and they laid out six different infrastructure
funds that they were committed to, one of which had been fully
funded in the amount of $1 billion, one of wLich enjoyed an up-
front OPIC guarantee.

Those funds are devoted to infrastructure projects overseas in
China and elsewhere-not one for the United States.

The concepts behind development risk-credit enhancement, le-
verage-are very important, and we recommended in our report
that, in terms of the next reauthorization of ISTEA, that some con-
sideration be given in this area because we feel that it is very im-
portant in the development of new product for investors, particu-
larly institutional investors, to look at.

I've been told many times by American pension fund trustees,
administrators, investment managers, they want to invest in Amer-
ican infrastructure, but we need to give them product.

So our focus in our report is how to provide those support mecha-
nisms, how to leverage.
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I think some day the private sector will be able to come in in this
area of development risk. Premiums are paid. These should be self-
sustaining mechanisms.

But we look to leverage in the amount of 18-to-1 in terms of the
Federal dollar being expended on these types of techniques.

In essence, as was mentioned earlier, the opportunity for roll-
overs, because as the projects reach construction maturity and go
into actual operation and the revenue streams take place, you then
can roll over. You're out of that. The credit enhancement is over
and you take it and you move it into the next project and the next
project.

So, in conclusion, I'd like to-we're delighted to be here. We en-
joyed preparing this report, and we hope it will be helpful to the
committee.

I'd also like to tell you professionally that we have been very in-
volved in the project finance for MagLev in Germany, the Ham-
burg-to-Berlin line. It's very interesting the way the government
has structured that in terms of private capital investment and pay-
back, and I'd like to submit a statement for the record on that, as
well, sir.

Mr. PETRI. Thank you. We look forward to that statement.
Mr. Baker, any questions?
Mr. BAKER. Yes. Very briefly, Mr. Pfeffer, how many people use

the facility, 91? I'm not familiar with the Washington Bridge.
Mr. PFEFFER. Today the 91 freeway in total is carrying about

255,000 cars a day, and we're getting, in peak hour, as much as
15 or 20 percent of that ridership now on the privately-financed toll
lanes.

We don't really want a lot more than that, and we vary our
prices in order to moderate demand and provide our customers
with premium service, for which they gladly pay.

They can drive at 65 miles an hour on our lanes, even if the adja-
cent publicly-financed lanes are in absolutely bumper-to-bumper
conditions.

Mr. BAKER. You mentioned prior to this that they were at level
"F" for 6 hours a day. Has the addition of your lanes improved the
public lanes, as well as your lanes, in moving during the day?

Mr. PFEFFER. Absolutely. CalTrans will tell you that the 91 free-
way hasn't operated this smoothly in years. We shaved about an
hour off of the morning peak and another hour off the afternoon
peak.

Mr. BAKER. Are trucks allowed on your private lanes?
Mr. PFEFFER. No, sir. Under California law, 18 wheelers are not

allowed on left-hand lanes on any freeway facility. We do accommo-
date step vans and smaller utility vehicles. We get quite a few of
those-a lot of individual subcontractors and other people to whom
time is money and can see their opportunity to get another job in
by traveling on our lanes.

Mr. BAKER. You mentioned it would be some time before public
funds would have been available for this additional lane capacity.
How long was that, again?

Mr. PFEFFER. At the time that we financed the project, the esti-
mate was about 15 years because of continued problems in finding
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money in California budget for projects like this. We've been told
that the project probably would have gone on indefinite hold.

Mr. BAKER. Mr. Chairman, to clarify the problem in California,
we-and I was one of the four co-authors, along with Mr. Kopp and
Katz, the chairman of the Transportation Committee, and Senator
Bill Campbell, who now runs the Manufacturers Association-the
four of us authored 111/108, the two laws that went on the ballot
for rail and roads.

We raised the gas tax from $0.05, escalating $0.01 a year until
$0.09, bringing our total to $0.18 in California. But, as part of that,
because we knew that would raise $20 billion and we had about
$100 billion worth of projects, we authorized four privatization
projects, of which I think three will be completed and the fourth
is ensnarled in local politics and environmental concerns-iron-
ically, the one in my own back yard.

But I am happy to see that these experiments are beginning to
bear fruit, and in such a positive way.

Last question, Mr. Flanagan. You asked for Federal backing of
some privatization projects here in America, just like we do all over
the world. What makes you think we're better than a Banana Re-
public?[Laughter.]

Mr. BAKER. Obviously you haven't seen our balance sheet.
Mr. FLANAGAN. No. We recommended an investment in insur-

ance, a credit enhancement. We hope some day the private sector
will step in, but at this point in time we think it would be a good
investment to sponsor development risk insurance in the United
States, pre-construction, so that the revenue streams can be
ascertained.

It's difficult for the entrepreneur, the small architectural firm,
engineering firm, to spend hundreds of thousands of dollars on an
idea that may, in fact, have a very legitimate revenue stream
ahead of it.

Mr. BAKER. I think Mr. Kreutzen mentioned that on a previous
panel, that it's very difficult-

Mr. FLANAGAN. I enjoyed the commentary in the earlier panel.
Our report came out in early 1993, and I was really-in terms of
overseas, what I'm saying there is that significant billions of dol-
lars are being committee 'y American pension funds in infrastruc-
ture projects overseas, but in our own country, again, the product
is not there. I mean, there are examples. It's getting better. But we
need to start looking at product.

The pension funds are very interested in looking at this, and are
committed to it. Calpers, for example, has dedicated 10 percent of
its assets to alternative investments, and I know for a fact that
they would like very much to look at infrastructure, but it's the en-
trepreneur that's missing in many instances, although we're seeing
more and more of that. And what they need is development risk
insurance. Pay a premium. It's not a freebie. It's a market-oriented
approach.

Once you have that development risk insurance in place, it al-
lows everyone that is around the community of the project to find
the revenue stream, to have the plebescite to reach that acceptance
level in the political arena that kicks in, that there is recognition.
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Then you have to reinsure that future revenue stream, that it will
happen, so that construction can begin.

Mr. BAKER. Doesn't not having insurance cause you to be a little
more careful in the projects you select?

Mr. FLANAGAN. Yes. One of the great things about private capital
coming into infrastructure is it doesn't come in unless the project
is going to work.

One of the things about governmental funding is the projec-
don't always work, and this is, we feel-there is very little risk i-
herent here, and I think the experience of FIGC and MBIA, etc.,
bears that out. They have been very profitable. And we hope some
day to see them come into this market on taxables in terms of pro-
viding development risk insurance.

I could easily see it marketed through your various trade associa-
tions-the architectural trade associations, engineering,
wastewater treatment. I think it would spawn a whole new line of
entrepreneurial activity in infrastructure.

Mr. BAKER. Thank you very much.
Mr. PETRI. I had just-thank you all very much for your testi-

mony.
Mr. Rich, you mentioned the need to try to not deal with prob-

lems on a one-by-one basis through legislation, but, instead, to give
some more authority to the Treasury Department, or maybe
through regulations, to try to streamline financing.

Could you expand on that some or give us some idea, maybe
some model? How do we do that? We need some help.

Mr. RICH. Well, the-my comments were made, I think, in ref-
erence to just how the capital markets operate. It's a very dynamic
market. Interest rates change by the minute.

Mechanisms which take time, take considerable amount of time,
may lose an advantageous market in which to do financing.

I know, from the standpoint of the Alameda corridor, alone, the
TCA, Federal operating lines of credit, took specific legislation
which took time to work through both houses of Congress and then
to be signed by the President.

A mechanism which could allow the Treasury, in conjunction
with the DOT possibly, to have a process in which they could re-
view projects, commit funding within a statutory framework, might
expedite that process so that once we get the structure in place we
can execute the transaction much more quickly in a more advan-
tageous market.

Mr. PETRI. All right. Thank you. There seems to be a lot of inter-
est in this sort of approach, not only for direct public infrastructure
investment like we've been discussing here, but also in the railroad
industry, which is starting to grow again and is looking for some
way to try and better finance modernization and improvement of
their rails, which are hard to get under traditional financing.

Mr. RICH. I think also that many of the risks in the initial
phases of a project are those which are quite understandable by the
Federal Government. They happen to be environmental risks.
There are traffic risks, as well, that need to be evaluated, and the
transportation entities are quite capable of evaluating those risks.

Mr. PETRI. All right.



701

Well, thank you again. We appreciate your taking the time to be
with us today, and ook forward to working with you as we try to
develop something in ISTEA-II, that embodies some of your sug-
gestions.

[Whereupon, at 12"50 p.m., the subcommittee was adjourned, to
reconvene at the call of the Chair.]
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Mr. Chairman and members of the subcommittee, my name is Carney J. Campion. I am

president of IBTTA and general manager of the Golden Gate Bridge, Highway and

Transportation District in San Francisco, California.

We appreciate this opportunity to offer our comments as you begin the process

reauthorizing the Intermodal Surface Transportation Efficiency Act. We commend you, Mr.

Chairman, for your leadership and for focusing the committee's attention on this issue in

such a timely manner.

IBTTA represents the world-wide toll industry, with a membership consisting of toll

authorities in 24 countries on five continents. Among these are more than 50 toll agencies

in the United States, whose facilities carry over 3.6 billion vehicles a year.

In the interests of time. I would like to limit my remarks to several points which we hope

will help the Committee as it considers future transportation legislation:

In its 1995 Conditions and Performance report, the U.S. Department of Transportation

makes a compelling case about the shortfall in our national transportation investment.

Even removing the Trust Funds from the unified budget and funding ISTEA at fully

authorized levels would not provide adequate funding to maintain our" existing

transportation system and invest in new capacity for the future.

We are at a critical juncture in our transportation history, with the Interstate system

behind us, the National Highway System now in place, yet demand for transportation

continues to grow with a resulting waste of huge amounts of resources and personal

time. The next highway bill gives us an opportunity to provide funding sources and

mechanisms to meet our future needs.

Tolls financing has played an integral part in the development of America's surface

transportation system throughout our nation's history, from colonial times through the

Interstate system, and now as a part of the National Highway System. We firmly

believe that toll financing represents one of the best available tools for state and local

governments to use in addressing the growing backlog of transportation needs.

The development of toll roads continues at a strong pace. Recent IBTTA surveys

identify proposals for more than 2,038 miles of new road and bridge facilities in the

United States at a projected cost in excess of $34 billion. Toll projects greatly reduce

the demand for public financing via the state's federal-aid apportionment. Without toll

financing, many of these needed transportation projects could advance only if

additional state or federal taxes were imposed to support larger transportation

improvement programs.
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In 1995, toll facilities spent almost $2.5 billion on capital improvements to their
facilities, $460 million on maintenance and $2.1 billion on operations. Clearly, tolls
have become an important element in the finance mix to build, maintain and improve
roads.

The question put to us by the subcommittee staff when we were invited to testify was
"what hurdles does toll financing face?" Let me offer our thoughts.

In short, the main problem limiting the broader use of toll financing has been the
reluctance of state and local governments to take up the practice.

The states have historically been slow to consider toll projects, though in recent years
we have seen a change in that attitude as it has become apparent that the
responsibility for transportation system maintenance and development of new
resources will fall even more fully on the state and local governments. Surveys of state
highway agencies last year showed a growing degree of interest in toll-financed
projects.

One of the largest hurdles to the broader use of toll financing involves public
misperceptions about the likely extent of tolling, suggesting whole-scale privatization
of existing free systems if broader freedom to impose tolls is permitted. We would
argue that toll financing is an appropriate and viable mechanism only in specific
circumstances and locations where there is enough traffic density and local demand
for improved or new services that users will be willing to pay for the service.

A concern raised periodically by members of this subcommittee relates to who has
control over setting toll rates and who determines what the revenues derived from the
tolls will be used for. This is a very serious concern for toll facilities as well, who have
little interest in becoming tax collectors for state or local governments.

Classically, toll rates are determined by the funding needed to pay for the operation
and maintenance of the facility, and to repay the bonds which financed the original
construction or later renovations. Toll authorities are typically state-chartered entities
whose rates are subject to state oversight and control. This means that toll rates, in
most cases, are subject to public review, and are not arbitrarily set.
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Another concern about toll financing is the toll collection process itself. We noted the
subcommittee's interest in electronic tolling as expressed in the earlier hearing on
Intelligent Transportation Systems. We are submitting for the record a recent survey of
our members' activities in implementing Electronic Toll and Traffic Management
(ETTM) systems. Since toll agencies have a very strong incentive to satisfy their
customers as well as bond-holders, they are often on the forefront of adopting new

technologies and practices which improve traffic flow and safety, as well as reducing

operating and development costs.

For many agencies, ETTM allows more efficient toll collections, while for drivers it

offers the potential for quicker, easier passage since tolls are paid electronically,
allowing a motorist to pass through a toll plaza without stopping. At present, some 30

of the 50 toll authorities in the United States are already using an ETTM system, or are

planning for the installation of a system in the near future.

While electronic tolling and other applications of Intelligent Transportation Systems

hold great promise for easing traffic congestion and improving the efficiency of our

surface transportation systems, these applications rely on access to adequate radio

spectrum frequency in which to operate. The Federal Communications Commission

has had great success in raising new revenues through radio spectrum auctions, and

there have been recent suggestions that further spectrum could be sold to offset

forgone fuel taxes. The prospect of ongoing spectrum sales raises concerns among

many facility operators and technology suppliers that the ranges they currently use, or

plan to enter in the future, may be auctioned at some point, requiring enormously

complicated and expensive efforts to shift the toll system hardware, not to mention the

potential replacement of millions of tags on individual vehicles.

We realize this is not an issue which would fall under this subcommittee's jurisdiction

but we feel it important that you be made aware of the potential impacts that could

occur. We are currently surveying our members as to the specific frequencies they are

using so that we can work with Congress and the FCC to preserve the environment

they currently use, and/or to reserve a commonly identified range that the industry

could move to in the future.
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Let me summarize IBTTA's recommendations for reauthorizing ISTEA:

Maintain Existing Innovative Financing Programs. ISTEA contains provisions that
allow states and toll agencies greater flexibility in funding transportation projects. The
Federal Highway Administration later relaxed its original interpretation of these
provisions while undertaking an aggressive effort to identify and expedite innovative
funding methods and practices. We would like to commend the FHWA efforts and we
strongly support the continuation of existing ISTEA innovative financing provisions and
the incorporation of relaxed procedures into law.

Federal Infrastructure Bank. Last year, Congress passed a state infrastructure bank
demonstration program that allows 10 states to create these banks. The states can
deposit a portion of their federal transportation dollars into their bank to make loans
and provide other support to transportation projects.

We would encourage Congress to consider the creation of a federal infrastructure
bank that could work much the same way, with a portion of Highway Trust Fund
balances made available to states, as loans or loan guarantees, to leverage and
support transportation investments. We would be happy to work with you and the
members of the subcommittee to develop this proposal in greater detail.

Expanded Reimbursement Program. ISTEA contains a provision (sect. 1044) which
gives states funds to reimburse a portion of their expenses for roads they built which
were incorporated in the Interstate System. Many of these original roads were toll
roads, yet the reimbursement is made back to the state, with no pass-through to the
toll facilities themselves. If Congress were to extend this program, we would urge that
toll agencies should receive some recognition of their role in this process, and could
receive directly a portion of any such funds made available.

Broader Use of Tolling. Some have advocated an expansion of the toll concept to
allow its use on existing Interstate Highways. Our critical national needs may require
that states be given the flexibility to place tolls on these roads. If so, we would
recommend that Congress allow the states to consider placing tolls on existing toll-free
Interstates, with rigid controls so that toll "surplus" revenues, after maintenance,
operations and bond repayment costs are addressed, be used solely for transportaticn
purposes, including capacity expansions, highway renovation, restoration,
rehabilitation and related activities. Again, IBTTA would be happy to work with the
subcommittee to help develop such proposals.

Maintain Federal Role. While some are advocating a fundamental restructuring of
federal role in the transportation system we would urge that the federal role in
developing innovative practices and information sharing (such as the innovative
financing efforts of FHWA noted earlier, or the development of Intelligent
Transportation Systems) be maintained.
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Support Border Facilities. Many of the roads and bridges bringing traffic across the
U.S. borders are toll facilities, and they were very gratified by the inclusion in ISTEA of
a border i ifrastructure needs study (Sections 1089/6015). The 1993 FHWA report to
Congress recommended greater investments in these facilities and suggested that
program options to improve them be incorporated in the future authorizations, and we
recommend this finding to the subcommittee. We would urge that border crossing and
trade corridor infrastructure financing be expanded under Sects. 1089 and 6015 as
contemplated in the FHWA report to Congress.

Our suggestions are designed to provide state and local governments with greater
incentives to use toll financing. The states have critical road needs - for existing demand
and for the future - that they may not be able to meet without greater reliance on tolls. It
is our desire to work with state and local governments to make toll financing work for
governments, for toll agencies, and above all, for the motorists who must, one way or
another, pay for their roads.

Mr. Chairman and members of the subcommittee, we appreciate this opportunity to offer
these comments for your consideration and we would be pleased to offer any further
information that might be useful to the members and staff.
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Executive Summary

The American Trucking Associations (ATA) appreciates the opportunity to testify on
innovative financing initiatives. ATA commends the Transportation and Infrastructure
Committee and the Surface Transportation Subcommittee for the inclusion of innovative
financing language in the Intermodal Surface Transportation Efficiency Act (ISTEA) and the
National Highway System Designation Act of 1995. ATA believes investment in the highway
program should be as follows:

0 All highway user fees, including interest payments, should be spent annually on projects
to improve highways and bridges. These funds should be sufficient to cover, without
diversion, the present Core Highway Program, which contains the National Highway
System; Interstate Maintenance Program; a separate Bridge Program; the Federal Lands
Program; the Highway Safety Programs including the Motor Carrier Safety Assistance
Program (MCSAP); and research to support these programs.

o Innovative financing initiatives can be used to increase the resources available to expand
capacity, invest in major safety initiatives, and for significant bridge and tunnel projects.

o Tolls should not be allowed on existing Interstate system roads for which we have
already paid.

o Unobligated balances should be used to capitalize State Infrastructure Banks or provide
credit enhancement for specific projects.
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I. ATA Represents the Trucking Industry

The American Trucking Associations, Inc. (ATA) is the national trade association of the
trucking industry. The ATA federation includes affiliated associations in every state and 14
specialized national associations. Together, ATA represents every type and class of motor
carrier in the country. Combined with ATA's direct membership, we are a federation of over
34,000 member trucking companies.

All across the country, ATA represents businesses whose survival depends upon a high
quality and productive work place - the highway network. ATA has a strong interest in making
sure that all highway-user fees, including interest payments, are annually invested in building
and maintaining highways.

II. Trucking Plays a Vital Role in the Economy

indusi the prime mover of American goods. It is three times larger
than all t c p. tion modes combined, and ten times larger than the next largest
competing and complementary mode, which is rail. Shippers spent 78% of their freight dollars,
or $360 billion, on trucking in 1994. Trucking revenues account for 5% of the gross domestic
product (GDP).'

The trucking industry employs approximately nine million Americans to provide the
benefits of timely and efficient freight services to American industry. This benefits our country
by allowing American industry to compete more effectively in an increasingly global marketplace
by reducing inventories, operating plant and equipment more economically, and achieving
economies of scale.

III. Trucking Industry Pays Its Fair Share

A. Contribution to the Highway Trust Fund

Commercial trucks will consume over 40 billion gallons of fuel this year--24.3 billion
of diesel fuel and 16.1 billion of gasoline. At current Federal tax rates of 24.3 cents per gallon
for diesel fuel and 18.3 cents for gasoline, that means commercial trucks will contribute $8.8

1 DRI/McGraw-Hill, U.S. Freight Transporiation Forecast...to 2004, Executive Summary, February, 1996. p
6.



712

billion in fiscal 1996 in fuel taxes, of which $7.1 billion will go to the Highway Trust Fund.

Commercial truck owners will pay an additional $3.1 billion to the Highway Trust Fund in

highway-user taxes on new tires, trucks, and highway use. This brings the total revenue

commercial truck owners pay into the Highway Trust Fund to $10.2 billion, or 42% of the total

Highway Trust Fund taxes in fiscal 19962. These figures do not include the current 4.3 cent

general fund fuel tax. Fuel costs account for anywhere from 4% to 20% of a trucking

company's operating revenue, depending on the nature of the company's vehicles, customers,
and length of haul.

Alth ugh trucking ies have cut operating expenses to a minimum (passing most

of these savi customers), profit margins for the trucking industry were less than 1.5%

in 1995.

Because trucking -- and a sound highway system -- are essential to the efficient flow of

goods and services that keep the economy running smoothly, it is in our nation's best interest

that truckers recapture the benefits of highway-user tax expenditure in the increased productivity

that results when these taxes are appropriately spent on improving the highway system. The

cost of doing less is widespread, affecting both the manufacturing and service sectors of the

economy.'

B. T cking Indust's Future Highway Needs

T7kU.S. F Transportation Forecast.. .to 2004 prepared by DRI/McGraw-Hill finds

that the vo bm.-ofreight moved by the trucking industry will increase 19.1 % by 2004, from

5.5 billion tons to 6.5 billion tons, and the value of freight moved will increase 20.6%, from

$362 billion to $437 billion.' Intercity truck tonnage, a subset of total freight volume,

increased over 50% over the last decade.'

Improvements in national productivity result in the increases in freight volumes moving

across the Interstate highways. Economist M. Ishad Nadiri, of New York University, examined

the rate of return of the highway investment on 35 different industries, and found that the

2 The Treasury Department estimates total taxes to the Highway Trust Fund will be $24.6 billion in FY 1996.

This estinme was submitted to the Administration for use in determining the Administration's FY 1996 Budget

3 See ATA testimony before the Surface Transportation Subcommittee, The Importance of the National Highway

System Within Highway Reauthorization, May 7, 1996.

4 Available from ATA. Call Kare McClure, 703-838-1788.

S Ibid. pp 9-10.

The Eno Transportation Foundation, Transportation in America, 1994, 12th Edition. p. 44.

I
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economic benefits of investing in highways are distributed across all sectors of the economy.'
These benefits are realized by industry through reliable and efficient trucking.

The widely recognized link between economic growth and increased freight volumes
emphasizes the need for the Federal government to invest all available resources in the Core
Highway Program's maintenance and improvement. Further, this system is essential to tourism,
defense, and numerous forms of emergency aid, irrespective of state borders.

IV. Investing in the Core Highway Program

The Federal government has an obligation to invest all highway-user fees, including
interest payments, annually on projects to improve highways and bridges. These funds should
be sufficient to cover, without diversion, the present Core Highway Program. The Core
Highway Program is comprised of the National Highway System; the Interstate Maintenance
Program; a separate Bridge Program; the Highway Safety Program including MSCAP; and
research to support these programs. States also should have access to use of innovative
financing initiatives to supplement Highway Trust Fund revenues.

A. FHWA Conditions and Performance Report

Current Federal funding levels do not come close to providing the investment required
to halt further deterioration of the nation's major highways. For example, the NHS is authorized
at $3.6 billion for FY 1997. The FHWA Conditions and Performance Report estimates that a
$29.6 billion annual investment by all levels of government in the NHS is required to improve
the system and receive the greatest cost-benefit in terms of reduced congestion, improved safety,
and reduced vehicle costs'. Even if all the $3.6 billion NHS funds authorized were made
available, this would cover only 12% of the $29.6 billion investment required to improve the
NHS.

As staggering as FHWA's periodic report indicates highway investment needs are, the
figures presented above do not tell the whole story. FHWA used ad hoc methods to artificially
suppress the demand for additional highway capacity in the 33 largest urbanized zones by
assuming that a full 30 percent of the additional highway demand could be diverted to mass
transit in response to transportation demand management (TDM) strategies.

M. Ishad Nadiri and Thoofanis P. Mamuneas, Highway Capital Infrastructure and Industry Productiiry
Growth, forthcoming, 1996.

" FHWA, Conditions and Perfonnance, p. 178. Note the costs to improve the NHS are less than the costs to
improve all of the nation'- .:,ghways because the NHS does not include major and minor collectors, minor arterials,
or local roads.
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ATA is concerned that states are not increasing highway capacity in accordance with
increased citizen and commercial demand, that TDM strategies will not be fully effective, and
that insufficient highway capacity will limit future economic growth.9

B. Surplus in the Highway Trust Fund

The surplus in the Federal Highway Trust Fund should be spent down. Last year, only
92.1% of FY 1995 income to the Highway Trust Fund highway account was actually spent.
Final figures for FY 1995 show that income to the Highway Trust Fund highway account
amounted to $20.9 billion--versus a total disbursement of $19.5 billion. The annual surplus of
$1.4 billion brings the total surplus in the highway account of the Highway Trust Fund to $9.4
billion at the close of the 1995 fiscal year, or a 17.5% increase.

The Congressional Budget Office (CBO) estimates that 1996 tax revenues to the Highway
Trust Fund should be $23.7 billion. An additional $1.3 billion in interest income brings the total
revenues to the Highway Trust Fund to $25 billion. By 2002, CBO estimates tax revenues will
increase to as much as $27.2 billion, with interest income rising to $2.4 billion for a total annual
income of $29.6 billion. If highway spending is held at current levels, the surplus in the
Highway Trust Fund will reach $52 billion by 20020.

The surplus in the Highway Trust Fund should be spent now, when underinvestment in
the nation's highways and bridges, especially in growing areas of the United States, has the
potential to limit future economic growth.

V. Innovative Finance Supplements Highway Trust Fund Revenues

A. Expand Capacity, Safety Projects, and Bridge and Tunnel Projects

Innovative financing initiatives can be effectively applied to supplement Federal
investment in the Core Highway Program by providing funds for projects that expand capacity,
improve safety, and for building or repairing bridges and tunnels.

Innovative financing initiatives can now be used to leverage a variety of revenue streams
and improve the timing and availability of Federal grant money. This allows states to distribute
available resources over a larger number of highway projects and to begin projects sooner.

* The current belief that latent demand will cancel the benefits of additional highway capacity is belied by the
facts. In the 1980's, the three cities that saw a reduction in their Traffic Congestion Index (TCI), as compiled by
the Texas Transportation Institute, all added lane capacity: Phoenix (reduced TCI 10%) added 302 lane miles,
Houston (reduced TCI 10%) added 378 lane miles, and Detroit (reduced TCI 3%) added 171 lane miles. Source:
Shrank, Turner, and Lomax, vol. 1, pp. xv, 21.

10 Robert Sunshine, Deputy Assistant Director of the Budget Analysis Division, Congressional Budget Office,

ISTEA Reauthorization Testimony before the Transportation and Infrastructure Subcommittee, May 16, 1996.
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Al A cautions that private sector investment is not a substitute for government funding and that
ihe rate of return for some projects deemed essential to the national interest will not be sufficient
to attract private investors.

ATA is concerned that states continue to make the maximum use of traditional resources
to meet transportation needs and make limited use of tolls and innovative debt financing
techniques to fill in the gaps. Current Federal and state gas taxes are the most efficient means
of taxing highway users and should be set at levels sufficient to build and maintain the
roadways." ATA supports forms of innovative financing, such as special tax districts, as a way
to generate funds for needed projects where fuel taxes are inadequate.

B. Tolls

The maintenance and improvement of the Interstate system is a shared Federal and state
responsibility which requires that the Interstate system remain largely toll-free.

Tolls are warranted on other roads only if other traditional sources of funding are
insufficient and if the value added by a toll to maintain, reconstruct, or improve the highway's
capacity or safety performance is proportionate to the toll revenue that is generated. These
criteria limit ATA's support of tolls to:

o Roads that supplement capacity along high volume urban corridors where the number of
motorists willing to pay tolls is sufficient to cover the costs of building and maintaining
the project. Viable toll-free roads must be adjacent to toll roads.

0 Bridges and tunnels on high volume corridors, where existing resources are insufficient
to build or rebuild the facility.

ATA agrees that allowing tolls on new roads that increase capacity would expedite
construction that otherwise might be delayed several years. An example of a toll project ATA
supports is the development of S.R. 91 express lanes in Orange County, California. The non-
Interstate express lanes coexist with a free alternative and allow HOV free access to express
lanes. Highly variable tolls are collected based on congestion in the adjacent lanes. Users are
paying a toll proportional to ) e' nefit of using the facility with the net result of reduced
congestion on all lanes. Trucks ar9 not allowed on the exprezs lane. Tolls provide the
guaranteed revenue stream needed ssue bonds to finance the project, which otherwise would
not have been built.

" Total collection costs for tolls is 18% of gross revenue, while the collection costs of motor fuel tax is 1%
of gro's revenue. Understanding Highway Finance Evolution/Revolstion, American Association of State Highway
and Transportation Officials, 1987. p. 78.

F
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When a project is tolled, the toll revenue should be used to pay for the capital and

maintenance costs of the tolled project. Once the road has been paid for the toll should be

eliminated or reduced to cover maintenance and improvement costs only. Congestion pricing,
should only be implemented with a free alternative.

ATA believes that automatic vehicle identification technology can reduce user resistance

to toll roads by eliminating long waits at toll plazas. However, we do not believe tolling should

be extended to charge users for external costs, such as noise pollution, or that toll revenues

should be used for non-highway investments.

The Federal government's influence over highway spending and pricing depends on

public support for a system in which highway-user fees are paid in return for a well-maintained

highway system with adequate capacity. ATA is concerned that as the number of highway

projects financed by tolls increases, public support for highway-user fees will decrease and fuel
tax evasion may increase.

ATA supports the use f l v' collected on highways not on the Interstate, and

bridges and tunnels, as credit towards the non-Federal matching share requirement made possible

in Section 1044 of ISTEA. ATA would support modification of the maintenance of effort

criteria (MOE) to ensure that states do not reduce their level of highway funding.

ATA commends the Subcommittee for language in the National Highway System

Designation Act of 1995 which allows states to lend up to the full Federal share to projects with

dedicated revenue sources other than tolls. We encourage the Subcommittee to develop

investment credits for this type of financing that would be similar to the ISTEA Section 1044

toll investment credits. These credits can be used as state matching funds "to build, improve,

or maintain highways, bridges, or tunnels that serve the public interest of interstate commerce." 12

Section 311 of the National Highway System Designation Act allows the use of Federal

money to reimburse states for bond and other debt instrument financing. A key element of toll

financing is the interest costs of borrowing funds, which can increase the capital costs of a toll

project. Because funds are usually borrowed before the design/construct period, the project is

still risky and interest rates are high. Significant savings in overall interest costs can be made

if the project is initially financed using high interest short-term securities which are converted

to long-term revenue bonds as the project advances and the risk is reduced. ATA encourages

the Subcommittee to examine methods to ensure that states have sufficient incentive to keep

borrowing and issuance costs at the lowest feasible level.

ATA encourages the Subcommittee to review existing procurement guidelines that require

states to accept the lowest bid rather than life-cycle costs as they apply to the toll projects.

32 ISTEA, Section 1044.
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C. Unobligated Balances to Capitalize Transportation Revolving Loans

NHS legislation made it possible for states to designate part of their unobligated balances
to projects under Chapter 1 of Title 23". Title 23 allows states to issue bonds under
agreements between FHWA and the project sponsor and to use Federal funds to assist in
servicing the debt.

ATA believes better use could be made of the $12.5 billion in unobligated balances
available as of September 30, 1995.14 We encourage the Subcommittee to expand the Ni-IS
language and explore recent proposals to allow states to use their accumulated "contract
authority" or unobligated balances to capitalize State Infrastructure Banks or provide credit
enhancement for specific projects.

Projects that increase highway capacity are often delayed for years, even if they have
received environmental approval, because their high costs use a significant portion of a state's
annual apportionment. States would be more likely to issue bonds backed by unobligated
balances if the repayment stream was directed to a transportation revolving loan. This would
free up a state's apportionment for projects that are unlikely to attract private investors.

D. State Infrastructure Banks

ATA supports the pilot program for State Infrastructure Banks (SIB) created in the recent
NIS legislation. However, further changes should be limited to the use of unobligated balances
as capitalization until Congress has had the opportunity to review the results of those pilot
activities.

ATA is also concerned that freight mobility and safety interests should be fully
considered by SIBs during the-project selection process. Although each state would decide how
to manage its SIB, SIB financial and technical program management will likely be managed by
combinations of several state agencies, due to the uniqueness of the structure of each state. It
is important that SIBs retain the expertise required to respond to the needs of the freight
industry.

E. Grant Programs

ATA supports the financial opportunities made available in ISTEA with respect to Federal
grants and the elimination of the limitations on Advance Construction included in NHS
legislation. Both legislative initiatives have allowed states to distribute Federal funding earlier
to a larger number of projects. States can match the time Federal funds are released more
efficiently to their own needs.

Section 204 (b). National! Highway System Designation Act of 1995.

t Federal Highway Administration, HFS-30, Suinnary of FY 1996 Apportionments Pursuant to the National
Highway System Designation Act of 1995, December, 1995.
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F. Innovative use of Interstate Rights-of-Way

ATA supports private-public partnerships to generate income along the Interstate rights-of

way that do not compromise safety. For example, interstate rights-of-way could be leased for

subsurface communication lines.

VI. Conclusion

A. Innovative Financing Initiatives Complement Wise Investment of
Highway Trust Fund Dollars

truckn dtry makes a vital contribution to the United States economy and the

Federal ighwayTr Fund. Because the trucking industry's ability to provide American

industry a homers with timely, efficient, and well-priced freight services depends on a

well maintained Core Highway Program, it has a strong interest in making sure Federal Trust
Fund revenues are spent as efficiently as possible.

States should continue to make the maximum use of traditional fuel tax revenues to meet

transportation needs. Innovative financing initiatives can be used to fill in the gaps and increase

the overall level of highway infrastructure investment by making better use of available Federal

funds by improving the grant process and through leveraging. Innovative debt financing should

be viewed with caution and as a supplementary means, only, of extending fuel tax revenues.

The Federal and state governments should continue to honor their obligation to spend highway

user fees to maximize the efficiency and safety of the national highway system. The Federal

government should fulfill its obligation to spend the annual income to the Highway Trust Fund,

including the interest, on the Core Highway Program, for the benefits of innovative financing

initiatives to be fully realized.

ATA thanks the Subcommittee for the opportunity to present its views.
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SUBCOM1.11TTEE ON SURFACE TRANSPORTATION

JULY 18, 1996

INNOVATIVE FINANCE AND STATE INFRASTRUCTURE BANKS

Mr. Chairman. I welcome this opportunity to testify on something that is one of the

Department's highest priorities: how to leverage the Federal dollar to increase total funding for

transportation infrastructure investment To maximize the benefits of our limited Federal funds, the

Department is pursuing multiple innovative financing strategies, including the State infrastructure

bank (SIB) pilot program. All of our transportation modes have been involved, sometimes in

partnership with each other, recognizing the intermodal nature of today's transportation projects.

With me today are two of our key participants: Louise Stoll, Assistant Secretary for Budget and

Programs, and Jane Garvey, Deputy Administrator of the Federal Highway Administration

(FHWA).

Highway Innovative Finance Initiatives

Although we have invested in our Nation's infrastructure at record levels, demand continues

to out pace investment. The resulting shortage of capacity has led to increased congestion and

delays and threatens to erode the safety gains we have made in recent years. Conventional

transportation financing for capital improvements to our Nation's highways, bridges, and transit

systems by all levels of government totals $45 billion annually, but traditional public sector

financing alone is not meeting our infrastructure needs. Innovative financing is an important

complement to conventional forms of financing, helping to attract greater private sector and non-
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Federal public sector investment in transportation projects These strategies have made a real

difference, reducing project costs and making more total money available faster to meet needs in all

transportation modes

Let me first smnmmarize the work of FHWA to date. We launched that innovative finance

etlort more than two years ago. in April 1994. The FHWA asked States to bring in their high

priority projects and their best proposals on how to finance them. We explained that we were not

offering any "new" money. Instead, we asked States to vork with the formula dollars they had

available, recognizing that we were prepared to approve new ways to use those funds to finance

projects.

We were extremely encouraged by the States' response. Initially, the FHWA received

proposals from over 30 States with projects ranging from only a few thousand dollars up to SI

billion. These proposals showed real creativity--and brought forth a wide range of concepts and

financing tools. We saw great ideas on providing incentives to increase private and non-Federal

public investment and how to enable States to more flexibly use their own funds.

As of today, through FHWA's innovative finance test initiative, Test and Evaluation

045, FHWA has approved more than 74 projects in 31 States worth over $4.5 billion. The

initiative has generated about $1.2 billion in increased public and private investment, above and

beyond what would have been available through conventional financing. Because of the

increased flexibility offered to States, many projects will advance to construction an average of

2 years ahead of schedule--some even more quickly.

The NHS Designation Act's Innovative Finance Provisions

I am particularly pleased that Congress recognized the multiple benefits offered by

innovative financing and included many of the innovative finance techniques tested by the States in
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the National High%,ay System Designation Act of 1995. As a result of your action in this area,

States can now receive matching credit for donations o' private funds, materials, and services on

federallv-assisted projects through the regular Federal-aid highway program States can also use

their regularly apportioned Federal funds as loans to toll facilities and non-toll facilities %ith

dedicated revenue sources In addition, the principal, interes,, and issuance and insurance costs of

bonds and other forms of debt instruments are now eligible for reimbursement as construction

expenses. Also as a result of the landmark legislation you passed late last year, the FHVA can now

approve State applications for advance construction in the last year of an authorization period,

provided that the approved project is included in future years of the State's transportation

improvement program. Taken together, the opportunities made widely avdilable under the NHS

Designation Act promise to generate significant and sustained returns ta the Nation for many years

to come.

FHWA TE-045 Examples: SH 190 in Dallas, Texas and Stark Intermodal Facility, Ohio

One highway example of how well innovative finance is working is the State Highway 190

Turnpike in Dallas, Texas. One ofthe most exciting aspects of this project is how Texas used its

apportioned Federal funds to strengthen its capacity to access the capital markets, thereby reducing

its borrowing costs.

The State Highway 190 Turnpike will be the northern half of a circumferential route around

the City of Dallas, linking four freeways and the Dallas North Tollway. It was initially proposed in

1964 but was stalled due to lack of financing until 1995. However, through innovative financing,

this $700 million project is being jointly financed and constructed by the Texas Department of

Transportation (TxDOT) and the Texas Turnpike Authority (TTA). TTA was able to issue highly-

rated revenue-backed bonds because the project also received a $135 million low-interest loan of
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Federal grant funds from TxDOT The flexibility of the loan allows TTA to defer repayments on

the loan until atler the road has opened and has begun collecting tolls and generating revenue in

2005 This developmental period has traditionally been the deterrent. to project financings The

loNwer interest rates on the bonds and loan also translate into lower tolls for drivers. Innovative

financing enabled Texas to hae the /lhxiiliiv to use its anticipated Federal reimbursement of funds

and in turn to loan those funds to TTA And. most importantly, innovative finance has meant that

project will be completed I I years earlier than it would have been under conventional financing.

Many of the other innovative finance projects managed under the FHWA's program have

been equally creative. The projects have spanned the United States. affecting rural, suburban, and

urban areas, and many of the projects are multimodal, involving highways, rail, transit, or airports.

One intermodal project of particular interest is the Stark County intermodal Facility project.

Ohio DOT has constructed an intermodal truck-rail interchange through a public-private

partnership. The intermodal facility enables the loading and unloading of truck trailers and freight

containers onto railroad flat cars. The overall development was $35.2 million. The truck off-

loading fees wil! function as a dedicated revenue source to re-pay the loan under the provisions of

section 129 of title 23, United States Code. The project has attracted $24 million in private funds

and could create as many as 1,000 manufacturing jobs in the State.

Rail Innovative Finance Initiatives

We have also used innovative financing techniques to strengthen our railroad

transportation system which serves as a vital link in our multi-modal system. On September 24,

1994, the Federal Railroad Administration (FRA) published its Innovative Financing Request

for Assistance. This notice described the Department's ongoing efforts to identify innovative

financing techniques and specifically focused on FRA's efforts to identify State and locally
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supported rail and rail-related projects that were potentially eligible for Intermodal Surface

Transportation Efficiency Act (ISTEA) funding but were stalled due to regulatory or

administrative limitations or a lack or financing.

FR-k has %,orked very closely with FHWA and the Federal Transit Administration (FTA) to

identify publicly beneficial projects with rail components. In response to the notice, FRA received

recommendations from a number of State, local, and private sources. Rail projects can involve:

new or enlarged publicly ovned intermodal terminals and new access roads to public or private

facilities- elimination of double stack clearance restrictions, and closings of highway-rail grade

crossings or construction of grade separations that provide a safer and less congested driving

environment and improved rail reliability and air quality.

Rail projects represent an important opportunity for private-public partnerships that can

effectively leverage limited public funds and offer State and local officials another source of funding

to address critical public sector infrastructure issues. To date, about a dozen rail and rail-related

projects have been approved under this initiative. One notable example involved the City of

Cincinnati where for many years four railroads tried to cross the Ohio River using two tracks.

Trains were backed up as far as 60 miles and delays were frequent for railroads and for highway

traffic at grade crossings. Using $5. i million of Congestion Mitigation and Air Quality funds, this

project leveraged $9.9 million in private rail funds. The State has completed construction of 3.5

miles of a third track that was two-thirds paid for by private railroads. Rail and highway

congestion has been eliminated, transportation is flowing more efficiently, and air quality is

improved.

Transit Innovative Finance Initiatives

On September 12, 1994, the FTA launched a similar innovative financing initiative for
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transit projects To date. FTA has funded eight innovative financing projects with a total of $2.4

million in discretionary funding. This level of funding is projected to leverage over $7.6

million in local public and private funding for transit infrastructure. That is a leverage rate of

3:1.

In addition to this initiative, FTA has actively supported turnkey contracts for several

major transit projects. One of the largest is the Tren Urbano super turnkey project in San Juan,

Puerto Rico, which innovatively uses Federal funds in partnership with the Puerto Rico

Highway and Transportation Authority. The Tren Urbano project, estimated to cost $1.2

billion, consists of a 10.4-mile long rapid transit line between downtown San Juan and the major

residential center of Bayamon. The project will be built with several turnkey component

contracts involving design, build, operation, and transfer of the system. This approach will

allow greater opportunity for smaller local contractors to participate in this large project. The

contractor that is selected to carry out the systems design and construction will also serve as

overall turnkey management contractor for the entire project. The project financing will come

from three major sources: Surface Transportation Program (STP) funds, FTA New Start funds,

and local funds. The $300 million of STP funds will be used to secure long term bonds to

reduce the cost of borrowing. The $307 million in New Start FTA funds was appropriated in

fiscal year 1996. An additional $509 million will come from the Puerto Rico Highway and

Transportation Authority that derives revenue from gasoline and oil taxes, vehicle licensing

fees, tolls, and investment income.

Aviation Innovative Finance Initiatives

In the area of aviation finance, we've taken several steps. First, we've submitted a study to
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Congress on the pros and cons ofseveral type of specific financing tools, such as using Airport

Improvement Program (AlP) funds for credit enhancement, debt service reserves, or to back loan

Guarantees Second. following up on that study, and as part of ihe 1996 AlP reauthorization, we

have asked Conuress to ? "horize the test and evaluation of innovative finance techniques.

Third. perhaps the most important recent development has been the issuance of investment

grade airport revenue bonds supported solely by Passenger Facility Charges (PFCs) Working with

the bond rating agencies and the airport community, FAA has developed safeguards that have

permitted rating agencies to provide investment grade ratings to stand alone PFC-backed bonds for

the first time since PFCs ,,ere authorized in 1990. Little Rock issued the first PFC stand alone debt

in March 1996, and Chicago is likely to issue this month

Finally, at the same time that we are pursuing reauthorization of the revenues that fund the

Aviation Trust Fund, our FAA reauthorization proposal calls for establishing a Select Panel to

comprehensively evaluate a wide range of methods for financing the FAA in the future.

State Infrastructure Banks

As a direct outgrowth of these project-oriented innovative financing efforts, the Department

has been working to implement the SIB pilot program authorized in section 350 of the NHS

Designation Act. The pilot program permits State transportation departments to put initial "seed"

money into a special "bank" established specifically to finance transportation infrastructure

investments.

Section 350 enables each State to capitalize its SIB with up to 10 percent of its regularly

apportioned transit capital and Federal-aid highway funds, subject to specified outlay limitations.

States are required to match these funds with a minimum 20 percent local share. The States can

then use these seed funds to loan money to transportation projects, or use the funds as a credit
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enhancement. or to subsidize the interest rates for a project. Loans will be repaid to the SIB

through project revenue streams Then. ,.ith the replenished funds, the State could use the SIB to

adance a new, round of projects, and so on. to "re-cycle" these funds and further increase

transportation infrastructure investment.

Since ,-e tirst asked States to apply for the pilot through a Federad legisLr notice

published last December 28. we have seen an unexpected level of enthusiasm from States Fifteen

States have applied for the 10 pilot designations available On April 4. eight States were selected

to participate in the pilot: Arizona. Texas. Oregon. Florida. South Carolina. Ohio. Oklahoma. and

Virginia. The remaining seven applicants were asked to supplement their initial applications and, as

a result of these revised applications, on June 21 the Secretary designated California and Missouri

to participate in the pilot. Each of the 10 States is currently in the process of entering into a

cooperative agreement and will soon begin to capitalize its SIB. With the projects identified in all

applications, these States anticipate assisting over $6 billion in total construction value.

The Department is particularly pleased to note that of the 10 States designated as SIB pilot

States, nine plan to establish both transit and highway accounts. Two of the notable examples in

this regard are Virginia and Ohio.

Virginia will use existing State authority under its Public Private Partnership Transportation

Act of 1995, and its Toll Facilities Revolving Fund, to establish a SIB with both transit and

highway accounts. Projects that will be supported by the Virginia SIB include construction of an

additional parking deck at the Vienna Station on the Washington Metro's Orange line. This project

will be privately built and operated for profit by a private developer on property leased to it by

Washington Metro. At the end of the lease term, the property and improvements will revert to

Washington Metro. The increased transit ridership generated should help reduce congestion along
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the 1-66 corridor.

Ohio proposes that its SIB use existing legislative authority and State general revenue

funding to support a %,,ide variety of projects in many modes. As of March I. 1996. Ohio had

identified 10 projects %%orth over S300 million for support from its SIB. Of these projects, just

over half,,ould begin to produce revenue within three years, thus enabling a quick turnaround of

the funds in the revolving ind program Of the 10 projects identified, five are for transit,

multimodal, or air cargo facilities. For example, Ohio's SIB will provide a S12 million construction

loan for the 1-670 Development Cap/Platform Project. This will be a multi-use platform to be

constructed using the air rights over 1-670 in downtown Columbus to accommodate private-public

development of transit-related amenities, parking facilities, retail space, and a hotel. The SIB

financing will be repaid with private take-out financing of $9 million and an additional $3 million in

subordinate financing.

We are also pleased that every application went beyond the initial SIB concept of a

revolving loan fund and included the possibility of offering credit enhancements. Through credit

enhancement, a SIB can serve as a capital reserve, subsidize interest rates, ensure letters of credit,

and finance purchase and lease agreements. For example, Oregon contemplates providing credit

enhancement to a revenue bond issue for at least one project. Such credit enhancements, as in the

Oregon bond issue, may reduce a project's borrowing cost by as much as 2 fill percentage points.

On a $100 million project, that is a reduction in interest costs of $2 million per year.

The applications to participate in the SIB pilot reveal a aiversity of innovative financing

ideas. States have outlined a variety of approaches to developing their SIBs. No applicants have

identical approaches; each one emphasizes the financial assistance features best suited to its State's

transportation needs. Including additional participants in the program would enable States to

9

37-734 97-24
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explore an even wider variety of creative solutions to their financing needs. In addition to the IS

applications received. four other States have expressed interest in the concept through letters to the

Department. and numerous Other States have directly communicated their interest in the SIB

concept but were unable to prepare applications in the short time frame allotted.

Without an increase in the I O-State limit, a number of these worthy applications have been

and will continue to be turned down. We have therefore proposed to increase the number of pilot

participants to 20. w ith an eventual goal of having well-functioning SIBs in every. State wishing to

establish and support them. In order to accommodate the number of States interested in the SIB

pilot and to ensure that the pilot is fully effective, we have also proposed that an additional $250

million be authorized to expand the pilot. We submitted legislation to the Congress on May 17 to

implement these two proposals. Under the SIB program authorized by the NHS Designation Act,

the pilot States are permitted to capitalize their SIBs with a portion of their regular Federal-aid

funds, but most of these funds are already committed to projects approved under the planning

process required by ISTEA. Without further catalytic funding by the Federal government to

capitalize the banks and allow the initial projects to proceed, effective implementation of the pilot

program will be slower than we would like. Such a delay will either defer increased investments in

transportation infrastructure or will force States to pull back from prior project commitments in

order to capitalize their SlBs. Both of these consequences run counter to the aim of the SIB pilot

to maximize the benefits of each dollar invested in transportation projects. We expect that an

expanded and funded SIB pilot program will better enable the Department to evaluate this new

infrastructure investment opportunity in advance of ISTEA reauthorization next year.

The Department and the States are excited about the possibilities that SIBs offer for

expanding investment in transportation and for partnering with the private sector. The States have
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identified many specific projects that they will advance with SIBs. and many of them involve the

private sector. We %%ill continue to proide technical assistance and support to the States to help

realize these possibilities

Innovative Finance Proposals for Reauthorization

We have learned from the States that they would like more information on the potential of

the innovative financing provisions that Congress provided in the NIS Designation Act. To meet

this need and to ensure that the provisions are fully utilized, FHWA and FTA are providing training

to over 1.700 participants on those provisions this year alone. As the innovative financing

provisions of the NTIS Designation Act become more familiar to the States, there may be value in

further tailoring some of the innovative financing techniques such as the loan provision.

If the SIB pilot program is a success--and I am very optimistic that it will be--we will

propose to you next year that the SIB pilot program be extended. We will be exploring the

potential of financing opportunities provided by the SIBs in the coming months and expect to learn

the areas to which the SIBs are best suited and where the innovative financing provisions might

provide other complementary solutions.

We have encountered various issues raised by the 10 designated States in setting up the

cooperative agreements. We have been reviewing a number of those questions in the Department,

such as whether artificial annual limits on disbursements of Federal funds to capitalize the SIBs

should continue; many of the States have said such limits prevent them from capitalizing their S[Bs

in the amounts they would like to.

In addition to the SIB pilot program, recent innovations in public-private ventures have

raised additional questions from States, particularly the direct Federal role in helping to finance

unique projects sponsored by the Orange County Transportation Corridor Agencies and the

II
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Alameda Corridor Transportation Authority in California. Specifically, one issue is \%hether there is

an origoing Federal role in pro% hiding direct assistance to transportation investments of national

significance, bond the recently e\panded financing mechanisms. Although the potential of SlBs

and other inno\ative pro% Isions ot'the NHS Desiunation Act is just now being explored, some

observers have suggested that the Federal government could play an even more valuable leveraging

role by targeting direct credit--such as flexible loans or lines of credit--to certain types of beneficial

investments that otherwise would have ditriculty in obtaining financing through the markets. As

part of our reauthorization process, %ve vill examine the possibility of providing limited direct

Federal assistance to leverage opportunities available through the capital markets

Conclusion

This year as we celebrate the 40th anniversary of the Interstate Highway System and the

35th anniversary of Federal transit assistance we are reminded that the United States has created

one of the finest transportation systems in the wor' i through an aggressive combined effort of all

governmental levels and the private sector. As we move into the 21st Century, economic prudence

and concerns for efficiency strongly reinforce the need for continued vigilance to ensure that the

value of these earlier investments is not lost. While grant reimbursement will continue as a major

Federal-aid financing tool, there are real opportunities foi, States to take innovative approaches to

meeting transportation finance needs.

Thank you. My colleagues and I will be happy to answer any questions you may have.
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Summary of State Infrastructure Bank Application:

ARIZONA

This summary is based on the State Infrastructure Bank (SIB) pilot program application submitted March
8, 1996. Under the pilot program, the SIB is expected to evolve considerably as the State develops its
cooperative agreement, and as it identifies additional projects to receive SIB assistance.

Proposed SIB Structure

Enabling legislation: Currently, the state DOT is building loan capabilities into its
existing program through administrative means. Legislation authorizing the SIB (SB
1041) passed the state Senate during the recently completed legislative session, but
companion legislation did not pass the state House. Arizona DOT is hopeful that
enabling legislation will pass both houses of the state legislature in the next session.

Account structure: Initially, within the SIB, only a highway account will be established.
In the future, if a trifnsit account is established, the highway and transit accounts will
maintain their distinct modal identities in both sources of capitalization (i.e., highway
funds will only be used to capitalize the highway account) and in the types of projects to
which they provide assistance (i.e., the transit account will provide assistance only to
transit projects).

Administering agency: Arizona DOT will administer the bank, with investment services
to hp provided by the State Treasurer. Recommendations on candidate projects to receive
4 .incial assistance from the bank will be made by the State Transportation Board on
candidate projects to receive financial assistance.

Eligible recipients: Under existing law, the SIB will be authorized to provide financial
assistance to eligible projects on the state and local highway systems. These could
include: local governments, state agencies (including Arizona DOT), other public and
certain private entities, and Indian tribes.

Types of assistance to be offered: The bank account will be authorized to provide loans,
subsidized loans, letters of credit, other credit enhancements, security for bonds, and
assistance with bond issuance costs. In addition, funds held by the bank will be
authorized to serve as a capital reserve for debt issuance.

Proposed Financial Plan

Source and amount of initial capitalization: Arizona's infrastructure bank will be
capitalized with federal and state funds. For the federal share, Arizona will draw the full
permissible 10 percent of obligational authority from the following programs: NHS,
STP, IM, BR, and MA. In accordance with the sliding scale match permitted for federal
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lands states, the state will match the federal funds as indicated in the following
capitalization plan.

SIB Capitalization Plan
(Dollars in millions)

Year Federal State Subtotal

1996 20.00 2.00 22.00

1997 22.00 2.75 2 4.75

1998 22.00 2.75 24.75

Total, 96-98 64.00 7.50 71.50

Leveraging-plas: With the passage of legislation, from 1996 through 1998, the State
Transportation Board is expected to leverage the bank by issuing $100 million in bonds
off the fund corpus of $71.5 million.' Therefore, during the banks first five years, the
anticipated flow of funds into the bank will derive from three sources:

I. initial capitalization from federal and state funds ($71.5 million);
2. bond proceeds ($100 million); and
3. interest earnings and partial principal and interest payments on the

first-round loans ($78 million).

Nature and timing of assistance: Arizona currently contemplates that loans will form the
cornerstone of the infrastructure bank's menu of financial services. The state anticipates
that the firs: -ycle of loans from the SIB will begin January 1997, with about $20 million
being lent to transportation projects in that year. On the basis of the state's bonding
strategy (described in the preceding paragraph), the state estimates that the infrastructure
bank will have offered about $100 million in loans by th" end of the year 2000. As
repayments of principal and interest on these loans begin to flow back into the fund, the
bank will be positioned to make additional loans. Looking ahead 20 years, the state

estimates that the bank potentially will have made $260 million in project loans, all
deriving from an initial capital investment of $71.5 million in federal and state funds and
bond proceeds totaling $100 million and interest earnings.

Proposed Projects

A summary of proposed projects is attached.

I Leveraging refers to a financial strategy in which a state issues bonds to increase the pool of funds it has available to lend from
its infrasuvcture bank. The bond issue is secured by a ponion of the banks initial capitalization as well as by anticipated
revenues that the individual projects will generate. Because loans can be made from bond proceed as well as from the majory
of the initial capitalization, leveraging permits a bank to make loans well in excess of the amount initially deposited in the ank.
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Summary of State Infrastructure Bank Application:

CALIFORNIA

This summary is based on the State Infrastructure Bank (SIB) pilot program application submitted March
8. 1996, and an amendment to that application submitted on May 6, 1996. Under the pilot program, the
SIB is expected to evolve considerably as the State develops its cooperative agreement, and as it
identifies additional projects to receive SIB assistance.

Proposed SIB Structure

Enabling legislation: California has legislative authority in place to create a SIB under the
existing California Economic Development Financing Authority. The Authority is authorized to
provide loans and credit enhancements to a variety of projects, and is also empowered to issue
revenue bonds. The legal relationship between the SIB and the Authority will be further clarified
through a memorandum of agreement between Caltrans and other entities. Anticipated
legislative action by the California Assembly will confer statutory authority on the substance of
the memorandum of agreement.

Account structure: California's SIB will include both highway and transit accounts.

AdmirJsterinageXn: The California SIB (to be termed the Transportation Finance Bank) will
be part of the Cal ifornia Economic Development Financing Authority. The SIB will be under
the direction of the Authority's board of directors, which includes the state's Director of Finance,
the State Treasurer, and the Secretary of Trade and Commerce. Caltrans and the California
Transportation Commission will also play key roles in the operation and management of the
bank.

Eligible reciAr=: Private consortia and public entities will be eligible to receive credit support
from the SIB.

Tys assistance to offered: The. bank will be authorized to provide assistance and services
including, but not limited to, equity investment, letters of credit, loan guarantees and other debt
security, certificates of participation, and direct loans. The state's application notes that during
the bank's early years, it will focus exclusively on offering credit enhancements, primarily in the
form of guarantees. In this way, cash outlays will only be required in the event of a default.

Proposed Financial Plan

Source and amount of initiall capitalization: Rather than depositing cash in the bank to provide a
pool of up-front seed capital, Caltrans proposed that the SIB be "capitalized" with a credit based
on the principles of advance construction.' Credit advanced to the bank in this fashion would
total $100 million, divided equally between the highway and transit accounts. Other sources of

1. Under the standard FHWA advance construction program states may undertake projects with their own funds while still
preserving the projects' eligibility for federal assistance. The projects may then be converted to federaJ-aid status at a later date,
and reimbursed with federal funds.



737

capitalization may include grants and premiums or other fees paid into the account by recipients
of SIB financial assistance. For example, project sponsors receiving loan guanmtees will be
required to make annual cash payments into the bank for as long as the guarantee is in place.

L wjggu~m: Because California's SIB is initially to be seeded with credits rather than
cash, it will not be directly leveraged on the bond market. However, as noted above, cash is
expected to accumulate in the bank in future years. Once the bank has some cash on hand, bank
managers will have the opportunity to leverage the fund should they decide to do so, as the
California Economic Development Financing Authority (and thus the SIB) is already expressly
authorized to issue bonds.

Nature and timingof assistance: As noted above, the SIB's proposed capitalization structure
demands that, at least initially, credit enhancements constitute the principal form of financial
assistance offered by the bank. In the future, letters of credit, direct loans, and other more
immediate forms of assistance will be possible as well. Caltrans has identified ten projects that
would be eligible for assistance from the SIB and could likely benefit from SIB support,
although it is not yet certain whether all could prove sufficiently credit worthy to obtain SIB
support. Some of these projects are already underway and others are scheduled to go to
construction within the next few years'.

Proposod projects

A list of ten projects that could potentially benefit from SIB assistance is attached.

2 Levlragin ret'ers to irnancil sraegly in a fund's cash holdings are trewed as a reserve against which to issue bonds. The
bond iouc is secured by a porbon of the bank's initial capitalization as well as by anticipated revenues thae the individual
project-s will lene ere and repay hilo the fund. The resulting bond proceeds supplcmert the funds already available in the bank,
and shus penit the bank to provide more assistance sooner.
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Summary of State Infrastructure Bank Application:

FLORIDA

This summary is based on the State Infrastructure Bank (SIB) pilot program application submitted March
8, 1996. Under the pilot program, the SIB is expected to evolve considerably as the State develops its
cooperative agreement, and as it identifies additional projects to receive SIB assistance.

Proposed SIB Structure

Enabling legislation: The State's existing Toll Facilities Revolving Trust Fund is already
empowered to provide start-up loans to expressway authorities and local governments. Also. the
Department is permitted to use state tax revenues to cover operation and maintenance costs for
expressway authority, new facilities, and expansions. The 1996 Legislature recently passed a
similar provision to permit state tax revenue to cover operation and maintenance costs on the
Turnpike system, effective July I, 1996.

Account structure: A separate accoun; will be created for each project supported by a loan or
credit enhancement agreement. Collectively, these accounts will comprise the state's SIB.

Administering agency: Florida's SIB will be established as a series of escrow accounts within
the State Treasury.

Eligible recipients: Expressway and bridge authorities, the Florida Turnpike District, local
governments, and transportation and transit authorities will be eligible to receive credit support
from a SIB.

Typss of assistance to be offered: It is expected that ultimately, the bank will be chartered to
provide a full complement of loan and credit enhancement services. In the short term, however,
FDOT has elected to concentrate the SIB's services in one area -- loans to provide indirect
interest cost subsidies. Loans would be set to amounts equal to all or part of the annual interest
cost incurred on revenue bonds issued for a given toll project.

Proposed Financial Plan

Source and amount of initial capitalization: Because the SIB will be an aggregate of individual
escrow accounts, the SIB will be capitalized on a project-by-project basis. For example, for the
first project proposed for SIB assistance (SR 80, with project costs totaling $22 million), about
$7 million federal-aid and state matching funds will be deposited in the appropriate escrow
account. The $7 million figure is approximately equal to the interest-only component of the first
five years of debt service on this project. For the second project (Seminole Expressway II, with
total project costs of $240 million) about $20 million will be deposited; equal to the interest-only
component of the first seven years of debt service on the project. Further escrow accounts will
also be capitalized in accordance with their respective projects' individual needs. Florida DOT
notes that the source of state matching funds may include state transportation tax revenues, bond
proceeds backed by state tax revenues, toll revenues, or toll credits (as permitted under Section
.1044 of ISTEA). The source of federal-aid capitalization funds will be determined on the basis
of the program category(ies) for which each project is eligible.
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Le:ragin Initially, Florida is not currently considering plans to leverage the individual
escrow accounts comprising the SIB, meaning that no account will issue debt that is secured by
its own capitalization. Rather, most projects supported by the escrow accounts will be partially
financed with debt issues by the Florida Department of Transportation Turnpike District, by an
expressway authority, or by one of the other eligible recipients listed above.

Nature and timing of assistance: The SIB will lend funds to cover the interest portion of debt
service on toll road revenue bonds during a given project's construction phase and during the
first five years of operation. Repayment of the SIB loan is expected to begin in the sixth year of
operation. Right-of-way acquisition for the first identified project (SR 80) is anticipated to
commence in November 1996, and right-of-way acquisition is underway for the second
identified project (Seminole Expressway Ii).

Proposed Projects

A summary of proposed projects is attached.
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Summary of State Infrastructure Bank Application:

MISSOURI

This summary is based on the State Infrastructure Bank (SIB) pilot program application submitted March
8, 1996. and an amendment to that application submitted on May 6, 1996. If selected as part of the pilot
program, the Missouri SIB would evolve considerably as it develops its cooperative agreement, and as it
identifies additional projects to receive SIB assistance.

Proposed SIB Structure

Enabling legislation: Missouri has legislation in place to permit creation of a
Transportation Corporation. The Corporation would be authorized to provide loans and
other financial assistance to transportation projects and would serve as the institutional
structure for the SIB.

Account structure: The SIB will include both highway and transit accounts. As required
by federal legislation establishing the SIB pilot, the highway and transit accounts will
maintain their distinct modal identities in both sources of capitalization and in the types
of projects that they support. In addition to these modal accounts, the SIB will also
include a separate loan repayment account to accept principal and interest payments
generated from the first round of individual project loans.

Administering agency: The Missouri Highway and Transportation Department will
manage the SIB on behalf of the Transportation Corporation and the Missouri Highway
and Transportation Commission. Additional financial expertise will be offered by the
state Treasurer's Office and the Office of Administration.

Eligible recipients: Missouri's SIB will provide financial assistance to entities including
local governments, local transportation agencies and development authorities, and
public/private consortia.

Types of assistance to be offered: Missouri's SIB will offer loans and credit
enhancements. The state anticipates that most loans will be made at below-market rates.
Varieties of credit enhancement under consideration by the state include capital reserves
to support debt financing, letters of credit, and guarantees on local debt issuances. In
addition, the SIB may support lease-financing arrangements for highway and transit
projects (e.g., for a major bus acquisition).

Proposed Financial Plan

Source and amount of initial capitalization: The state intends to capitalize its SIB
highway account with federal highway funds (probably STP) and state highway funds.
The SIB's transit account will be capitalized with federal transit funds granted by FTA
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and local funds. For
follows:

1996 and 1997. the structure of initial capitalization is planned as

SIB Capitalization Plan

Range: 8.75-15.6 Range: 18.75-25.6

Note: Total funding to be deposited in the transit account is estimated to be S5 million per ,ear. It is likely that
a blend of federal and local funding will capitalize the transit account, but the percent split between federal and
local funds has not yet been. indicated.

Leveraging Plans: Missouri does not have immediate plans to leverage its SIB, but may,
in future years, consider bonding as a strategy for augmenting the bank's capitalization.'

Nature and timing of assistance: The bank will offer both direct loans and an array of
credit enhancements. Missouri's application indicates three projects that are prepared to
receive SIB assistance in 1996 and 1997. The state has also identified four additional
projects that provide a point of departure for a second round of projects.

Proposed Projects

A summary of proposed projects is attached.

Leveraging refers to a ,nancial strategy in which a state issues bonds to increase the pool of funds it has available to lend

from its infrastructure bank. The board issue is secured by a portion of the banks initial capitalization as well as by
anticipated revenues that the individual projects will generate. Because loans can be made from bond proceeds as welt as
from the majority of the initial capitalization. leveraging permits a bank to make loans %%ell in excess of the amount initially
deposited in the bank. In the absence of a bond issue, a bank is considered unleveraged. This means that the amount of
loans or other assistance that a bank can offer is limited to the amount of seed capital initially deposited in the bank. Oer
time. project sponsors repay the bank loans. and the prin-ipal and interest repayments replenish the fund so that it can
support a new round of loans or other assistance to a new generation of projects.

Dollars in millions)

Highway Transit Total

Federal Range: 7-12.5. Up to 10 Range: 7-22.5

State Range: 1.75-3.10 0 Range: 1.75-3.10

Local/Private 0 Up to 10 Range: 0-10
I- I ,,

Total
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Summary of State Infrastructure Bank Application:

OHIO

This summary is based on the State Infrastructure Bank (SIB) pilot program application submitted March
8, 1996. Under the pilot program, the SIB is expected to evolve considerably as the State develops its
cooperative agreement, and as it identifies additional projects to receive SIB assistance.

Proposed SIB Structure

Enabling legislation: Under existing law, Ohio DOT may lend funds to support highway
and intermodal projects, so the state can establish an infrastructure bank through a
cooperative agreement. Legislative authority for the state to lend general revenue funds
to transit projects is less clear-cut, but the state DOT expects that if further statutory
authority is needed to make transit projects eligible for SIB assistance, the required
legisltion would be introduced and enacted.

Account structure: The SIB will be authorized to provide assistance to highway,
intermodal, and eventually transit projects, through a series of sepaiate accounts. In
keeping with current requirements that only federal highway and transit funds may be
used to capitalize SIBs, the state's aviation and intermodal accounts will be capitalized
solely with state funds. In addition to these modal accounts, Ohio DOT will maintain a
separate loan repayment account within its SIB to accept principal and interest payments
generated from individual project loans.

Administering agency: Ohio DOT will manage the bank. The state Office of Budget and
Management and the state Attorney General's office, respectively, will provide due
diligence and legal services.

Eligible recipients: Under existing law, Ohio DOT may provide loans to agencies,
organizations, and persons for the purposes vf acquiring, Jevelcping, or constructing
transportation facilities. The state is also authorizcj to enter into financing agreements
for leases with up to five transportation improvement districts. Recent legislation also
reinforced the state's authority to provide financial assistance to local communities.

pes of assistance to be offered: The bank will be authorized to provide loans
(including construction and permanent fina, cing), short term anticipatory notes, interest
rate subsidies, credit instruments (such as loan guarantees, letters of credit, pledges, and
gap leases), debt service cash reserves, and lease financing.
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Proposed Financial Plan

Source and amount of initial capitalization: The bank will be capitalized with federal and
state funds. For the federal share, Ohio will draw on Surface Transportation Program,
Minimum Allocation, and Donor State Bonus funds for a total of about S37 million over
fiscal years 1997 through 1999. In addition, about S9 million will be drawn from urban
transit funds. Finally, if future federal legislation permits states to use aviation
improvement funds to capitalize SIBs, Ohio plans to do so. The state share over fiscal
years 1997 through 1999 will total $19.5 million, and draw from the state's general
revenue fund, sinking fund cash reserve (deriving from motor fuel tax revenues), rail
development funds, and aviation improvement funds. Total SIB capitalization is
projected as follows:

SIB Capitalization Plan

(Dollars in millions)

Years*" Federdl State Subtotal

Total 1997-1999 46 19.5 65.5

Of the total of $65.5 million, approximately $52 million is identified for highway use, $7
million for transit and rail combined, and $6 million for aviation.

Leveraging plans: Ohio plans to leverage its infrastructure bank by issuing revenue
bonds.' The bonds will be secured by three funding sources: (1) revenues fromr 'IB loan
repayments; (2) a cash reserve from the initial SIB capitalization (equal to one year's debt
service on the bonds); and (3) anticipated annual appropriations from the state legislature
to augment the banks initial capitalization. The state DOT projects that on the basis of its
leveraging strategy, the SIB "All be positioned to make loans of about twice the initial
bank capitalization, or in other words, achieve a leveraging ratio of about 2:1. It is
envisioned that these full leveraging effects will be realized about three to five years after
the bank is established.

Nature and timing of assistance: Short-term construction financing and longer-term
permanent lo,,ns comprise the principal forms of financial assistance that Ohio's
infrastructure bank will provide in its early years. The state's application identifies 10
projects, with total construction costs of about $356 million, as likely candidates for
receiving the first round of SIB assistance. Ohio DOT estimates that about $100 million

!Leveraging refers to a financial strategy in which a state issues bonds to increase the pool of funds it has a ailabIe to lend from

its infrastructure bank. The bond issue is secured by a portion of the banks initial capitaiization as well as by anticipated
re enues that the individual projects will generate. Because luans can be madc from bond proceeds as .ell as from ,he majority
of the initial capitalization, leveraging permits a bank to make loans well in cx.:ess of the amount initially dposited in the bank.
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',orth of loans will be made to these 10 projects, and that of this S100 million, a total of
about $53 million will have cycled through the bank within three years of its
establishment. In this way, the state has structured its initial portfolio of loans and
repayments to yield prompt returns, in turn permitting the bank to make a second
generation of loans around the year 2000.

Proposed Projects

A summary of proposed projects is attached.
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SummAry of State Infrastructure Bank Application:

OKLAHOMA

This summary is based on the State Infrastructure Bank (SIB) pilot program application submitted March
8, 1996. Under the pilot program, the SIB is expected to evolve considerably as the State develops its
cooperative agreement, and as it identifies additional projects to recei e SIB assistance.

Proposed SIB Structure

Enabling legislation: Creation of a SIB within the Oklahoma Turnpike Authority is permitted
under existing law. Additional legislation specifically permitting the sale-leaseback approach
highlighted in Oklahoma's SIB application has passed the state Senate and is pending in the state
House. The pending legislation would also give the Turnpike Authority the power to intercept
state fuel tax revenues or apply tolls to a gien facility to provide financial backstops for projects
undertaken through a sale-leaseback arrangement.

Account structure: The SIB will incorporate a series of accounts, including highway,
construction, loan repayment, bond repayment, and reserve accounts. Separate stibaccoun's for
individual proj-cts are also anticipated.

0 Administering agency: The bank will be housed within the Oklahoma Turnpike Authority, with
joint policy-setting by Oklahoma DOT. It is expected that Oklahoma DOT will have primary
responsibility for all aspects of SIB operation other than funds management and debt issuance.

0 Eligible Recipients: I ne bank will be authorized to provide assistance to Oklahoma DOT, the
Oklahoma Turnpike Authority, local governments, and private entities.

a Types of assistance to be offered: The bank will be authorized to provide loans, interest rate
subsidies, lease financing, and credit enhancements (including debt reserve funds and credit
pooling). Pending legislation will also permit SIB facilitation of the sale-leaseback financing
strategy detailed in the attached project descriptions.

Proposed Financial Plan

Source and amount of initial capitalization: The bank will be capitalized with federal and state
funds; For the federal share, Oklahoma expects to commit federal-aid funds totaling $48 million
and $24 million in 1996 arid 1997, respectively. The state match wiHl be 20 percent of the total
capitalization. Total SIB capitalization is projected as follows:
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SB Capitalization

(Dollars in millions)
II

Year Fed -ral State Subtotal
-

1996 48 12 60

1997 24 6 30

Total, 96-97 72 18 9

Leverain. .lans: Oklahoma's plication does not indicate any immediate plans to leverage the
SIB through debt issuance.'

Nature and timing of assistance: While the SIB will be empowered to provide an array of
financial services, loans are the principal form of assistance envisioned in Oklahoma's
application. The initial round of loans will be concentrated in the preconstruction phases of a
single project. The SIB will lend $60:000 to this project in 1996, and $30 million over
1997-1998. With preconstruction complete in 1999, the Turnpike Authority will issue $200
million in revenue bonds to repay the SIB loan and finance the construction phase of the project.
The revenue bonds will be backed by the three following funding sources: (1) lease payments
from the DOT to the Turnpike Authority on the use of the road; (2) a potential intercept of state
highway revenues; and (3) potential tolling of the road in the event that neither of the previous
two options is available or sufficient to cover debt service requirements. It is considered very
unlikely that the Turnpike Authority would utilize the latter two options.

On the basis of the repaid loan, the SIB will be positioned to initiate a second round of loans to
o:he. projects. In this way, the initial loans made by the bank will cycle through the bank
quickly, permitting further loans to be made within just a few years.

Proposed Projects

A summary of proposed projects is attached.

I Leveaging rfers to a financial straw in which sae issu bonds to inrease the pool of funds it has available to lend from
its infrastructure bank. When a bank is unlevcraged. the amount of loans or other assistance that it can offer is limited to tde
amount of seed capital initially deposited in the wk. Over tme. however, project sponsorsrepay the bank kn, and ft
prncipal and interest repayments replenih the fund so that it can support a new round of assistance to a new generation of
proj cI,
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Summary of State Infrastructure Bank Application:

OREGON

This summary is based on the State Infrastructure Bank (SIB) pilot program application submitted March
8, 1996. Under the pilot program, the SIB is expected to evolve considerably as the State develops itscooperative agreement, and as it identifies additional projects to receive SIB assistance.

Proposed Structure

Enabling legislation: Legislative and administrative authority for Oregon to establish and
implement a SIB highway account is already in place. Additional research has
established that the state also has legal authority to establish a transit account within its
SIB.

Account structure: The SIB's highway account will be housed within the State Highway
Fund. The account will include subaccounts linked to specific sources of state and local
capitalization funds. It is envisioned that the bank will also include s repayment account,
presumably also within the State Highway Fund, to accept principal and interest
payments on outstanding loans as they come due. Aftir confirming or securing required
statutory authority, the state also intends to establish a transit account. The separation of
accounts by mode will ensure the state's compliance with requirements included in the
federal legislation establishing the SIB pilot.

Administering agency: Oregon DOT will provide day-to-day management of the SIB.
Additional policy guidance will be provided by the Oregon Transportation Commission.

Types of assistance to be offered: The SIB may provide projects with financial assistance
through loans, subordinated debt, funding to secure bond insurance, direct loan
guarantees, levers of credit, interest rate subsidies, and debt service reserves to support
the bond fimancing of individual projects.

Eligible recipients: Entities eligible to receive SIB assistance are expected to include
state agencies, local governments, road commissions, public and private sector
transportation providers, and other private sector entities involved in the development of
highway mid/or transit facilities.

Proposed Financial Plan

So..irce ..andanunt of initial capital tzaon: The bank will be capitalized with federal,
state, and private funds. Oregon's application lays out the following capitalization plan
for the highway account's first year:
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Highway Account Capitalization - First Year

(Dollars in millions)
Source Amount

Federal (STP) 8.9

State IHighway Trust Fund 1.1

State (Immediate Opportunity Funds) Range: 2-7

Private (North Lincoln City) Range: 0.5-1

Private (Grand Ronde Indian Fund) Range: 0-5

Total Range: 12-23

Leveraging plans: The state's short-term plan is to operate an unleveraged bank.

However, after establishing a financial track record and a better sense of the extent and

nature of demand for SIB services, Oregon DOT may decide to leverage the bank by

investing the fund corpus either with the State Treasurer or alternatively through the

trustee that manages Oregon DOT's other funds.'

Nature and timing of assistance: With no legal impediments standing in the way of

immediate establishment of the bank, Oregon DOT expects to have its SIB capitalized

and operational within 1996. The six projects Oregon has identified as likely candidates

for SIB assistance are all in the project development stage or beyond. Three are expected

to break ground in 1996, one in 1997, and the two remaining projects in spring 1998.

Even for the latter projects, the SIB will provide immediate up-front assistance through

loans covering 100 percent of the project development costs. While preconstruction and

permanent loans form the core of the financial services immediately envisioned for the

Oregon SIB, the state has also identified an opportunity for the SIB to help projects

secure more favorable financing terms by providing credit support to a revenue bond

issue.

'Leveraging refers to a financial strategy in which a state issues bonds to increase the pool of funds it has available to lend from

its infrastructure bank. The bond issue is secured by a portion of the banks initial capitalization as %ell as by anticipated

roenues that the individual projects will generate. Because loans can be made from nd proceeds as %ell as from the major

ofe initialcapi.alizAtio . le.eragingprmits a bank to make loanswell inexcessof the amount initially deposited in thebank.

In the absence of a bond issue, a bank is considered unleveraged. This mezns that the amount of loans or other assistance that a

bank can offer is limited to the amount of seed capital initially deposited in the bank. Over time, project sponsors repay the bank

loans. and the principal and interest repayments replenish the fund so that it can support a new roun of loans o other assistance

to a new generation of projects.
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Proposed Projects

A list of proposed projevts is attached.
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Summary of State Infrastructure Bank Application:

SOUTH CAROLINA

This summary is based on the State Infrastructure Bank (SIB) pilot program application submitted March
8, 1996. Under the pilot program, the SIB is expected to evolve considerably as the State develops its
cooperative agreement, and as it identifies additional projects to receive SIB assistance.

Proposed SIB Structure

* Enabling legislation: The state assembly is expected to enact enabling legislation by June 1996.

Account structure: South Carolina's infrastructure bank will include separate federal highway,
federal transit, state highway, and state transit accounts. The separation of accounts by mode
will ensure the state's compliance with requirements included in the federal legislation that
established the SIB pilot.

Administering agency: The SIB accounts will be held in trust with the State Treasurer. The SIB
will be governed by a 5-person Board, including members appointed by SCDOT. the State
Treasurer, and the Governor.

Eligible recipients: The SIB will be authorized to provide financial assistance to persons, public
authorities, political subdivisions (such as counties), municipalities, and private entities.

Typss of assistance to be offered: South Carolina's SIB will be authorized to offer loans,
provide credit enhancements, subsidize interest rates, serve as a capital reserve for bond
financing, and provide related financial services.

Proposed Financial Plan

Source and amount of initial capitalization: South Carolina is currently in the process of
determining the mix of funds to be used to capitalize the SIB. Probable sources of initial
capitalization include loans from SCDOT, state funds provided by the state legislature, and a
small portion of the current year federal-aid apportionment. In future years, the state anticipates
directing about $10 million in federal-aid apportionments annually to the bank. The $10 million
would be used in one of two ways: as direct capitalization of the bank, or alternatively, as a
reserve to back debt service on SCDOT borrowings used to finance the SIB.

L,xev plans: Although it is likely that proceeds from bonds issued by SCDOT will be used
to help capitalize the bank, the bank is not currently contemplating issuing debt on its own
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behalf. The authorizing legislation cur,'ently under consideration by the state assembly,
however, would permit the SIB to be leveraged in this fashion.'

Nature and timing of asUsiCtnc: Like the other states participating in the SIB pilot. South
Carolina expects that loans will initially constitute the principal form of assistance that its SIB
will provide. SCDOT estimates that four of the eight projects it has identified as potential
recipients of SIB assistance could advance to the point of project financing by the end of 1996.

Proposed Projects

A summary of proposed projects is attached.

ILeve rein rfers to a financial stegy in which a state issues bonds to increase the pool of funds it has available
io l r its infrastucture bank. The bond issue is secured by a portion of the banks initial capitalization as well
as by anticipated revenues that the individual projet il genrame Because loan can be made from bond
proceeds as well as frm the majority of the itial capitalizJaion, leveragin permits a bank to make loan well in
excess of the amount iniily deposited in the bank.



S
outh C

arolina T
ranm

poration Infrastru'curM
 B

anki 
P

roposed P
roiccts

P
rje 

ai 
om

 
SIB

 ~
a
e
 

T
ips 

Praim
c 

K
alM

abi~ 
310110 

gew
gaw

 
Sounc

D
a
a
r
im

 
C

a 
ned A

n
iu

at 
Saa)C

 
su

v
tl

(m
IN

"
) 

Statt D
ate

Soudtern C
-nnector 

60 
L

on
 andlor leaerof 

C
onnector 

C
onstncion start 

Draft environm
ental docum

ents have 
L

o
w

 to be repaid
G

reenvine (new
 

credit (estim
ated at $20 

2000. a tax 
in Spring 1997. 

been com
pleted. 

A
 request for 

w
ith or k

ae 
of

construction o
f 16-m

i. 4 
m

illion) 
exem

pt 
assum

ing project 
proposal w

as issued in A
ugust 1995 

credit to be
lane lim

ited access 
public- 

financing is in 
for a construction and operation o

f 
backed by project

highw
ay). 

purpose 
place. 

the facility. 
SC

O
O

T
 expects a 

toll receipts.
corporation. 

developer agreem
ent to be finalized

in sum
m

er 1996.

S
ea Island E

xpressw
ay, 

120 
LoA

n. 
L

oan 
C

onstruction start 
SC

O
O

T
 issued a request for proposal 

L
oan to be repaid

Johns Island (new
 

recipient is 
in 1997, 

in A
ugust 1995. 

S
cope ofthe project 

w
ith project toll

construction of I S-m
ile 

to be 
assum

ing project 
has expanded from

 the original $30 
receipts.

4-lane lim
ited access 

determ
ined. 

financing is in 
* 

m
illion to include an additional $90

highw
ay). 

place. 
m

illion for the M
ark C

lark
expressw

ay extension. 
D

O
T

 is
evaluating the next course of action.

F
antasy H

arbor B
ridge. 

is 
L

oan (am
ount to be 

L
oan 

C
onstruction stal 

Identification o
f a financing plan and 

A
dm

ission tax at
M

yrtle B
each (new

 
detennined). 

recipient is 
in 1996, 

negotiation o
f a design/build contract 

Fantasy Ila
rb

o
r

bridge crossing), 
to be 

assum
ing project 

is projected for fall 1996. 
entertainm

ent
ctn

n
in

cd
. 

financing is in 
com

plex is a
plaKc. 

potential source
of repaym

ent for a
SIB

 loan.

C
ross Island C

onnector, 
9I 

SC
O

O
T

 is currently 
L

oan 
C

onstruction start 
Project is underw

ay. 
B

ond issue July 
T

oll receipts w
ill

H
ilton H

ead (new
 

issuing bonds w
ith 

recipient is 
in 1996. 

Project 
1996 (initial $45 m

illion.). Final 
be used to repay

constriction o
f 4 lane 

plans to ln
d

 the 
to be 

com
pletion date 

contract let in A
pril 1996. 

the loan.
lim

ited access toll 
proceeds to the state 

determ
ined. 

is N
ovem

ber
highw

ay). 
T

urnpike A
uthority. 

1997.
T

he loan w
ill be

transferred to the SIB
after the fact.

S
u

b
total 

376

(continued next page)



olorh
w

 
m

 
P

rojet

B
obbyJam

s 
40

E
xprew

ay. N
oah

AugugAL

C
nArina BAY$ Pukw

ay, 
700

Gm
ae B

ig
e
 

330

G
R

A
N

D
 T

O
T

A
L 

3,6



764

Summary of State Infrastructure Bank Application:

TEXAS

This summary is based on the State Infrastructure Bank (SIB) pilot program application submitted March
8. 1996. Under the pilot program, the SIB is expected to evolve considerably as the State develops its
cooperative agreement, and as it identifies additional projects to receive SIB assistance.

Proposed SIB Structure

Enabling legislation: Texas DOT has existing legislative authority to make loans to the Texas
Turnpike Authority, meaning that the Texas SIB can be immediately established to support
transactions between these two agencies. New legislation will be introduced in the 1997 session
of the Texas legislature to expand the scope of the Texas SIB. Key areas of expansion will
include forms of financial assistance the SIB offers, eligible recipients for SIB assistance, types
of eligible projects, and potential sources of capitalization for the bank.

Account structure: Under current law, the Texas SIB will focus on loans and credit
enhancements to tolliays, which will'in turn require that the bank include just one modal
account. The state may establish separate subaccounts within the bank for individual projects. If
Texas DOT secures legislative authority to provide a broader array of SIB services to a wider
variety of types of projects including transit, the state will establish separate modal accounts
(e.g., highway and transit), as required by the federal legislation that established the SIB pilot.

Administering agency: Texas DOT will have principal responsibility for day-to-day
management of the bank. Policy guidance and additional assistance in operating the SIB will
also be provided by the Texas Transportation Commission.

Eligible recipients: Under existing law, Texas' infrastructure bank can provide financial
assistance to the Texas Turnpike Authority for toll road projects. Legislation anticipated for
1997 would extend to counties, cities, towns, private entities, and quasi-public entities (such as
other toll authorities or road utility districts) for a variety of transportation projects.

Tpes of Lsistane to be offered: Under existing law, Texas' infrastructure bank can provide

project assistance in the form of 'oans. various types of credit enhancements, &nd interest rate

subsidies. Legislation anticipated for 1997 would expand this menu of financial services so that

the barak could offer letters of credit and provide capital reserves to support debt financing.

Proposed Fhuamehl Plb

0 Source and amount of initial cilization: Texas DOT envisions that it will capitalize the SIB

with a share of eligible federal-aid funds as well ss state highway funds. Potential sources of

state match include state motor fuel taxes, registration and license fees, and od,"r revenues
dedicated to the State Highway Fund.

,.yraginglpill: Under existing law, Texas' SIB will be unleveraged. Assuming enactment of

the new legislation discussed in the preceding paragraphs, Texas DOT will consider leveraging

the bank by placing future years capitalization funds in a reserve against which revenue debt
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would be issued. SIB loan repayments %ould serve as the dedicated revenue stream securing the
debt.'

Nature antiming of assistance: On the basis of a well-developed relationship between Texas
DOT and the Texas Turnpike Authority, one existing project will be brought into the SIB
framework and two related projects may be initiated using SIB assistance. While boh newv
projects are still several years away from breaking ground, Texas DOT anticipates that a SIB
could be of material assistance in supporting the preconstruction phases of the projects, including
major investment and feasibility studies. In the near term, loans are the most likely form of
project assistance to be provided by the Texas SIB.

Protosed Projects

A surimary of proposed projects is attached.

Leveraging refn toa fimcial states in which a sm su bonds to incre the pool of funds it has avaiIbe
to lend from its Muuucture bank. The bond issue is secured by a ponion of the banks initial capitalization a
well as by snticipmed revenues ta individual projects will generate. Because loans can be made from bond
proceeds us well as from the majority of d initial capitalizltio leveragirg permits a bank to make loans well in
excess of he amount initial ly deposited in the bak. in the absence of a bond issue, a bank is consklered
unleveraed. This means t" the amount of loans or odift assu e da a bank can offer is limited to the
amount of seed capital initially deposited in the W Over time, project spon repa), the bank loans, and the
pincipal and interest repayments replenish the fund so that it can support a new round of loans or other assistm
to a new generation of projects.
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Summary of State Infrastructure Bank Application:

VIRGINIA

This summary is based on the State Infrastructure Bank (SIB) pilot program application submitted March
8, 1996. Under the pilot program, the SIB is expected to evolve considerably as the State develops its
cooperative agreement, and as it identifies additional projects to receive SIB assistance.

Proposed Structure

Enabling legislation: Virginia's Public-Private Transportation Act of i995 authorized the state
and most of its subjurisdictions to contract for the private provision of trwisportation t',cilities of
all modes. Companion legislation also established the Toll Facilities Revolving Account as an

account of the state's Transportation Trust Fund. With these two pieces of legislation. Virginia
has the necessary statutory authority for creation of a SIB.

Account structure: The SIB will be housed as a federal account within Virginia's existing Toll
Facilities Revolving Account. The SIB is likely to include both highway and transit
subaccounts. The separation of accounts by mode will ensure the state's compliance with
requirements included in the federal legislation that established the SIB pilot.

* Administering agency: Virginia DOT will administer the SIB.

Types of assistance to be offered: Virginia identifies three principal forms of loan-based
financing that its SIB will offer: (I) low- or no-interest loans (subordinate to other financing
sources); (2) ramp-up loans (wherein the loan payments in the early years of the repayment
period are held low, but ramp up in later years); and (3) contingent loans (covering the early
phases of a facility's operation).

Fligible.recipients: Private entities under contract to public agencies (including the state and all
political subdivisions with jurisdiction over transportation facilities) will be eligible for SIB
assistance.

Proposed Financial Ptan

Source and amount of initial capitalization: The bank is likely to be capitalized with f ral and
state funds. The state is currently considering options for redirecting a shar4-fts federal

highway and transit funds away from direct grants and instead toward capitalizing the SIB. In

addition, anoder potential source of seed capital for the bank is a share of receipts from existing

revenue-generating projects in Northern Virginia.
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Leycraging plan: Virginia does not envision leveraging the bank initially, but may do so in the
future.I

Nature and timing of assistsnce: At its inception, the bank's principal role will be to provide
loans in support of public-private partnership projects. Five projects (three highway and two
intermodal) are currently identified. Of the ive, one project is already underway using FTA
funds, two are in the request-for-proposal stage, and the final two were proposed by private
cons'otia and are currently being evaluated by VDOT. Despite these projects' relatively
well-,etc.ed and ready-to-go status, the dim outlook for sufficient public funding to complete
them makes it unlikely that any will proceed to construction if forced to rely on traditional
financing mechanisms. Thus, in all five cases, VDOT considers anticipated infrastructure bank
support to be a major catalyst in advancing the projects to construction within the coming few
years.

Proposed Projects

A summary of proposed projects is attached. -

Levneing refers to a financial state in which a state issues bonds to increase the pool of funds it has available
to lend. When a bak is unleveraged. the amount of lots or other asisance tha it can offer is limited to the
amount of weed capital initially deposited in the bar Over time, however, project sponsors repy the bank loas
and the principal and interest repayments replenish the fund so that it can support a new round of assistance to a
new genfoatin of projects.
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Mr. Chairman, Members of the Subcommittee, it is an honor to have Ueen invited to testify

before you today as the Chairman of the Infrastructure Investment Commission created by
Congress in the Intermodal Surface Transportation Efficiency Act (ISTEA) of 1991, and also as

the Construction Writers Association of America's 1993 Construction Man of the Year for the

"Innovative recommendations of the Commission." I am delighted to be here recognizing your

interests in alternative financing techniques for infrastructure.

I note that the House held similar hearings last year and covered many of the issues that our

Commission had looked at as well, particularly the matters surrounding the decline in infrastructure

spending in this country.

Our Commission held seven public hearings in the Fall of 1992 with 46 witnesses from

various financial institutions, development firms, pension funds, project sponsors, and public

officials. Our report was submitted to the President and Congress on February 23, 1993. We

have briefed the leadership of Congress and the Chairmen and Ranking Members of the

appropriate committees. We are excited that our recommendations will be considered in-depth

during the course of the review of the ISTEA legislation during the years 1995 and 1996. We

believe they are particularly applicable as Congress also addresses the issue of "privatization"

which I prefer to call, vs a more descriptive term, "private capital investment".

It is my pleasure to inform the Members of this Committee that on numerous occasions,

perhaps 3) or more, I have been asked to give speeches around the country on the subject and the

reception has been ver/ positive. I think there is an intense desire to provide for new opportunities

for private capital infrastructure investment in both new facilities and those already in existence

whert government does not have the means available for modernization, comp!iance, and savings.

By way of perspective, I think it is worth noting that the major federal infrastructure

initiatives that began. in the post cold war era have now reached a point, 40 years later, where there

is a certain maturity. Last year Secretary of Transportation Pena spoke about the 40 year old

vacuum tubes which are the principle element of our air control system around the country. He

suggested the need for the Air Services Corporation as a vehicle for private capital to invest in the

modernization of those facilities. Coincidentally, that is the time when the Federal Highway

System, under President Eisenhower, was initiated as were many other of our Federal

infrastructure activities. During that same period, most of the infrastructure funding in this nation

was devoted to either grant programs, at both the Federal and state levels, or in the municipal bond

area.

-2 -
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Interestingly enough during the course of these speeches, it was pointed out to me by a
World Bank panelist that, not only was the United States the gnly nation in the world to provide
for a municipal bond/tax exempt approach - with a federal tax subsidy - for our infrastructure, but
that the rest of the world was geared toward a project finance approach and we were not. Through
this historical devotion to grant programs and municipal bond finance - which moves exclusively
through the political process - we have inadvertently prevented the private sector from playing a
role. What is that role? I would tell you it is taking risk, it is introducing new technology, and it is
providing alternative innovative financing. Most importantly, when we talk about "privatization",
there is private capital available with a willingness to invest in suitable infrastructure product if
available.

Fortuitously, the Department of Energy and the Department of Defense. are actively
considering recommending to Congress a new credit enhancement facility to encourage private
capital investment in government owned energy facilities. There is significant private sector
int.'rest in what would b< a new energy generation market for them and a decided savings for the
De,,partments. This proposal is described in the attachments and is currently referred to as the
Frrestal Corporation (aft'r the Department of Energy's headquarters facility) and has its origins in
the Conmission's recommendations and the current evolution of the electric utility industry and
independent power production; which I am intently familiar with going back to the Energy PoE

Act of 1992.

Another current example is a proposal, again deriving from our recommendations, by the
National Education Asscciation to create "Eddie Mac" as a vehicle for our nation's pension funds
to invest in securities dedicated to the rebuilding of our nation's schools.

Our over arching goal is to "grow the pie". This is not an either/or but rather an additional
outlet on the financing artery of infrastructure. One of the reasons that American pension funds
can invest in products overseas in China and elsewhere is that there is a global tradition of project
finance. What we need in this country today, is that same product deriving from that same
discipline. Historically, we have provided a tax exempt status for pension funds, coincidentally,
beginning after World War 1I. As a result, we iow have a tremendous build-up of capital which is
probably the largest in the world. Since we have never taken the time to design an infrastructure
product for this vast resource of capital, it has looked for its investment opportunities elsewhere.

-3-
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I must tell you Mr. Chairman, that American institutional investors want to invest in their
own nation's infrastructure; but they cannot because we have not, to date, responded to that
interest. Colorado's public employee retirement system testified as to their trustees desire to have
20% of their assets invested in Colorado - but they were only at 7% and had exhausted what
intra-state infrastru.tre opportunities existed. They heartily endorsed our recommendations as a
way to increase the supply of infrastructure investment opportunities in Colorado. The same story
occurs in every state in America. That is my underlying message here today.

There should be no mandates; we said that in our report. Frankly, the whole subject of
economically targeted investing, Eli as it's called, is counter-productive. The issue is not on the
pension fund side, it is on the product side. What is needed in terms of the federal and state
government activity is to address the availability of development risk insurance, user fee re-
ilu,'ice. and credit enhancement to get the pmduct to the marketlace prior to actual construction.
The financial institutions will do their own due diligence and will make the investments accordingly
stimulating over time the creation of a new, liquid market in security instruments that are also
attractive to pension fund investors. These would be at non tax-exempt yields sufficient to act: Act
such investment since pension funds are already tax-exempt and will not purchase tax-exempt
municipal bonds. We provide risk insurance for American investment -.broad through the
Overseas Private Investment Corporation, and now through the Export-I[m,ort Bank, it is time to
do the same in our own country.

Mr. Chairman, it ',,'s my pleasure to serve as Chairman of the Infrastructure Investment
Commission and to appear before you today. I look forward to working with you and your staff
during the coming months, particularly as Congress reviews the Intermodal Surface Transportation
Efficiency Act; and how our Commission's recommendations will spur innovative financing
techniques for both new and existing infrastructure, whether publicly or privately owned. I would
hope that could be the vehicle for action on our recommendations. It should be understood, that
while transportation might be the leading edge for our proposals - they do incorporate other
infrastructure modes and whatever legislation is drafted should not be generically exclusive but
rather focus on the marketplace and new ideas that can evolve throughout the infrastructure
spectrum.

I can assure you that, just as American firms are actively involved around the world in
energy and telecommunications infrastructure projects, with the experience of project finance in
these other modalities of infrastructure, those global markets - particularly in environmental
infrastructure - will also enjoy American expertise. As I noted earlier, there is a great deal of

- 4 -
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discussion now about "privatization". The lesson from our report is, "How does government
encourage private capital investment?" 'That is the key. The answer is, once again, by fostering
product through modest Federal investment in development risk insurance, "user fee" reinsurance,
and credit enhancement prior to construction. As a result, leveraging those Federal dollars some
twenty-fold by the entry of private capital.

Attached are addenda providing supplementary testimony and, particularly, a question and
answer section that is provided for clarity purposes.

Thank you very much. I look forward to your questions.

-5-
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ADDENDUM A:

Questions and Answers as to the Recommendations of the
Infrastructure Investment Commission

Question 1: What innovative or alternative financing techniques does the
Infrastructure Investment Commission recommend for infrastructure argjects?

Our recommendations for packaging a product for institutional investors are as follows:

1) The federal government would provide several tools to state revolving funds
including development risk (pre-construction) insurance, which is essentially coverage for

architectural fees, environmental studies, permits etc., against the various risks inherent in
the political process. We do provide political risk insurance for American investment
abroad through the Overseas Private Investment Corporation but there is no such entity
today on the American scene. If we are increasingly shifting to revenue-supported projects
utilizing a user fee, there must be a public confidence factor and plebiscite involved.
Therefore, a premium/deductible purchase of development risk insurance allows for the
entry of a "community of interest" around a project, to stay the course and establish the

user fee base.

2) With the user fee established through a plebiscite or some other public action, you
then have the opportunity to provide the second tool, i.e., to reinsure that the user fee
provides credit rating/credit enhancement opportunity for the project. This is all done as
part of the pre-construction financing stage which is the most crucial part of infrastructure.

Once the project is up and running and generating revenue, the unique phenomena of
infrastructure is that in the downstream years, the project only enhances its economic value.

These tools will secure the interest to seek additional diversification in investment strategies
and innovative projects across the spectrum of the American economy for possible
investment. This has become increasingly evident with pension fund managers which has
never happened before. Through accidents of history we have shaped our infrastructure
spending around grant programs; and we are unique in the world in providing significant
federal subsidies to underwrite in the municipal market. We need to add a third leg which
is private capital investment looking at the basic parameters of domestic project finance now

done all over the world.

- 6-
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3) The other recommendation, to help in the pre-construction finance phase, is to
multiply the provisions in ISTEA having to do with subordinated debt as that may be
necessary to complete the financing of a project noting that the user fee will be in place
eventually.

Question 2! Can these innovative financing techniques be further developed and
successfully applied given the existing statutory framework?

All of this requires a small agency to serve as the administrator of this program providing
these tools to state revolving funds and hence, the creation of the National Infrastructure
Corporation is suggested. This would be a modest sized entity serving as the financing
intermediary with the states and ultimately taking the program to its next step, which is to sponsor,
with the states, a securitization of these projects and a resultant secondary market for liquidity
purposes to increase the opportunity for histitutional investment.

The testimony that the Commission heard from pension managers is that they seek
diversification in their portfolios, and that they are prepared to do their own due diligence based on
risk reward ratios; but right now there is no product available. The challenge of the federal
government is to provide those tools which would be at relatively modest cost in this era of the
"hard freeze." We would anticipate that the private sector would be co-investors in these insurance.
type activities. We modeled our recommendation as to credit enhancement after the federal
sponsorship of Connie Lee, which specializes in small college facility financing. Indeed, they
have leveraged $18 million of a Department of Education investment along with other private
investment into $5 billion worth of current projects on their books.

We say in our repc rt that $1 billion/year for five years would allow leverage (at the ratios of
10 - I and eventually 18 - 1) to the point where the Corporation could maintain an infrastructure
pipeline of economic activity of approximately $100 billion. Indeed, this is a laudable objective

and the cost to the Treasury would be modest.

Question 3! How would a proposed national infrastructure eornoration and an
infrastructure insurance com Pany work and how can they be implemented?

The Commission has proposed offering three types of credit assistance for projects:
(1) being a lender of subordinated debt to project sponsors; (2) establishing a credit enhancer to
provide financial guarantees to third-party lenders; and (3) providing insurance against non-

-7-
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completion for development phase expenses. These functions would be provided through a newly.
created, Federally-charted organization which we are calling the National Infrastructure
Corporation (NIC). For purposes of analysis, let's assume a Treasury line of credit of $1 billion
would be needed to support NIC's loans, guarantees and insurance, although this is somewhat
conjectural.

Each of NIC's activities would require initial capitalization from the general federal budget
but is expected to be self-sustaining thereafter. We are assuming $1 billion per year over three
years. The Commission somewhat arbitrarily assumed that the split among the three programs
would be 65% - 25% - 10%, respectively. The budget impact analysis should calculate the fiscal
impact for each dollar that is appropriated to each program, allowing us to adjust the relative
allocation of funds.

1) Funding Subordinate Project Loans: NIC would fund $650 million of
subordinate debt at an assumed blended taxable and tax-exempt rate of ten percent with
$650 million of appropriations. Subordinated debt may be supplemented by public or
private sponsor equity. Based on the assumption that the subordinated debt will represent
up to 25% of project costs, this $650 million initially would induce nearly $2.6 billion of
projects. However, since the Corporation itself acts as a revolving fund, there is a
multiplier effect of secondary loan activity generated by loan payments. Based on rating
agency analytic models of potential default experience in a "depression era" scenario for BB
caliber debt, we have assumed that up to nine percent of the subordinated debt portfolio
could become non-performing. Assuming that there is a two-year construction period
before repayments commence, the Corporation would receive $70 million per year from
1995-2000, which in turn, could be relent. These monies would result in over $350
million of second round revolving loans. (In addition, the Corporation would seek to
monetize the remaining balance of its performing loans after five years seasoning by
borrowing against or selling off its portfolio, generating further lendable funds.)

2) Credit Enhancement: The infrastructure insurance subsidiary would provide a
primary insurance financial guarantee on debt service payments for infrastructure projects
of BBB caliber, similar to operations of Connie Lee. The credit enhancer could also
provide reinsurance to existing bond insurers to free up additional capacity for them. Due
to its higher profile, the credit enhancer would probably need to adhere to more strict
standards than Connie Lee's 50:1 debt service exposure to capital ratio. We have assumed
a 30:1 ratio, which is roughly midway between the leverage ratios used by rating agencies

-8-
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to assess credit enhancer portfolios of commercial real estate mortgages and highly

leveraged transactions. The 30:1 debt service-to-capital ratio corresponds to a 15:1 ratio for

the par amount of bonds insured to capital. Assuming that half of the debt would be tax-

exempt and half would be taxable, the credit enhancer would be insuring issues with an

average borrowing rate of 7.5% for 20 year borrowings.

3) Development Risk Insurance (Pre.Construction : It assumed that NIC

would insure the project sponsor against loss on development costs, with a 30% deductible

(i.e., a 70% coverage) similar to the Overseas Private Investment Corporation's "political

risk" insurance program. If development phase costs are assumed to equal five percent of

total project costs, the $100 million in seed capital could ultimately induce $2.8 billion of

activity. Projects might still need funding assistance at the construction phase through the

guarantor lender, so the induced activity may not be additive to the total. Due to the

speculative nature of project development, we have assumed 1:1 reserves against total

development risk exposure. The amount of insurance written for any single project would

be capped to prevent undue concentration of risk.

Ouestion 4: What obstacles are hindering the use of innovative or alternative

financing for infrastructure projects? What can be done to overcome these

ilhitaCISS

In my addenda, Mr. Chairman, I talk about the lessons of PURPA (Public Utility

Regulatory Policy Act - 1978) and how through a certain federal action concerning a subsidy for co

generation, an independent power generation industry was created. We oftentimes find ourselves

looking at a mature industry segment in our economy and look for a way to encourage private

capital to reinvest and revitalize. The obstacle with infrastructure is that it has been historically

wedded to the political process and in a sense is a regulated industry. We addressed similar

challenges in telecommunications, natural gas, electricity/power generation, and the same applies

to infrastructure. The obstacles are that we have been weaned on grant programs and municipal

bond finance, all part of that regulated political process.

As a result, the entrepreneurs who seek to invest in America's infrastructure - the

architects, engineers, etc. - are discouraged and will not move forward because of the lack of one-

stop shopping, etc. That's why the tools that we have suggested here will unleash • and I can tell

you that we have talked to many people who want to do this - considerable economic activity, e.g.

environmental waste treatment plants, high technology toll roads, and even telecommunications.

- 9 -
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For example, the National Education Association recently testified as to their desire for retirement
systems to have the opportunity to invest in telecommunications infrastructure for schools. They
have suggested certain approaches and funding techniques that are very similar to the
recommendations contained in our report.

Development risk insurance, credit enhancement, etc. are the basic concepts and I think you
would be amazed at what could happen. My thought is that it would mushroom once people saw
the full potential. I would also say that the traditional investment banking firms are beginning to
explore these new concepts, but it is taking some time. Pension funds have been tax exempt since
their inception and as a result they do not communicate with nor are they interested in - except for
trading purposes - purchasing municipal bonds. Therefore you have this great chasm between the
public finance officials on Wall Street who have dealt exclusively with municipal bond tax exempt
finance and the pension funds. Pension funds are so enormous in size in numerous instances that
many have their own staff and are perfectly capable of performing due diligence and investing in
infrastructure on their own if product is available.

Question 5: What can be done to encourage the use of innovative or alternative
financing for infrastructure projects?

The establishment of a National Infrastructure Corporation would be a very positive step.
We were always impressed with the history of Connie Lee and how - with $18 million as a
minority investment in that entity - so much was accomplished of a positive nature. I must repeat,
Mr. Chairman, that we are at the end of an era - the end of the post cold war economy - and we are
frankly looking for new ways for capital to replenish and augment our thinning infrastructure
across the land. We need in some instances to bring a new paradigm into place so as, with
minimal government investment, to maximize potential private capital funding. While I point out in
my testimony that the private sector is certainly in a position to establish facilities for development
risk insurance etc. - at a minimum, the federal government should begin a process to do likewise
because we cannot afford the luxury of waiting any longer. I don't think we want a command and
control effort in terms of the design of the financing instruments etc. - it is important that the
marketplace be allowed to discern that. The fundamental problem is that entry into infrastructure
is the challenge. We must understand that entrepreneurs, who would spend millions of dollars on
development fees need assistance, as a revenue stream must be established for that project and
there is always political uncertainty. Therefore, the government has to recognize this and provide
the tools to address this uncertainty.

- 10 -
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Ouestion 6: What are the appropriate roles of Federal. state, and local
governments and the private sector in developing innovative and alternative
financing

The National Infrastructure Corporation would serve as an administrative agency providing
the aforementioned tools of development risk insurance, credit enhancement, etc. They would
perform this task for their "clients" who would be state revolving funds. In order for states to
participate in the program they would have to establish a revolving fund of a multi-agency nature,
not exclusively transportation, so as to encourage project development in a variety of areas
including environmental. It would be assumed that states could add additional funding to their
programs; and I personally know that several states are considering that, particularly California. It
is true that these same tools could be initiated by state government; but what we are discussing is a
national policy and a role where federal dollars can encouage significant private capital investment.
Therefore, we would envision state revolving funds serving as the project facilitator for these types
of financings. In other words, if a project from a particular state desires to purchase development
risk insurance, they would contact the state offices to do so. We would actively discourage and
recommend against a centralized national facility because that would inevitably create a giant
bureaucracy. We want the credibility of programs being maintained by the state and that the federal
entity - The National Infrastructure Corporation - be kept to a modest size exclusively serving state
revolving fund clientele.

Earlier studies, such as Fragile Foundations, endorsed state infrastructure revolving funds.
It is practical that the state determine which of their projects can establish the appropriate revenue
stream for certain developments. Governor Blanchard (now Ambassador) suggested that the tools
available from The National Infrastructure Corporation would have allowed him to decipher what
projects were prepared to establish a separate revenue stream that would have given him the
opportunity to then decide how to readjust his grant program/tax exempt finance strategies to deal
with projects that could = gamer such a revenue stream, e.g. inner city and rural areas.

Essentially, the federal role is to provide the three tools of credit enhancement, development
risk insurance, and subordinated debt to the state revolving funds who in turn serve as service
centers for the project sponsors, which can include, typically, a very complete group of local
officials, architects, environmentalist, etc.

- 1) -
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It should be pointed out that the lenders for such projects, both for the short term
construction lending and the longterm financing, will expect significant information prior to and
during the construction phase of the project. I have personally witnessed the scrutiny upon which
such projects must undergo. When private capital is being placed at risk in construction finance,
particularly in a situation where the revenue stream does not commence until after the construction
phase has been completed - the lenders will be very exact in their requirements. This gives great
security to the project because, unlike a grant program where there is 100% risk to the government
sponsor and no guarantee of on time completion, here there is every incentive to perform on time.
The federal government as a result, in providing these tools to state revolving funds, takes very
little risk. The lenders, and the credit rating agencies who are involved through the credit
enhancement process, bring disciplines that in many ways provide self insurance to the
Corporation's activities.

We can assure you that our witnesses were very impressive as to the innovations that they
would sponsor. That is their business, working in inventive ways, so that the project can be
considered by the private sector for innovative financing techniques.

The subordinated debt provisions mentioned earlier are brought into play as a loan when in
some instances the project is close to financing but needs to add to its equity side. This is the one
area where we would assume a modest amount of loss, but we made such assumptions when
determining what the leverage would be for our program.

Financing by the federal government, in this instance, is essentially a one time phenomenon
as to equity investment in these insurance disciplines. Assuming significant success, Congress
may want to increase the amount of financing, particularly on the subordinated debt side. Once a
project begins receiving revenues from the services being rendered, it no longer is part of The
National Infrastructure Corporation Revolving Fund enterprise, and is spun off to begin its
commercial life thus allowing the resources from the Corporation and the revolving fund to be
replenished and to resume discussions of financing for other projects.

- 12 -
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ADDENDUM B:

During the course of our hearings, I was struck by the fact that one witness, Bill Chew
from Standard and Poors - a nationally recognized expert on bond ratings made the comment that
what we were doing reminded him of PURPA, which stands for the Public Utilities Regulatory
Policy Act. The Act spawned the independent power industry at a time when virtually all power
plants were "built" by utilities. The perception was that no one else could do it. Today we find
that the bulk of our power plants are being built by independents injecting new technology and
private capital. It is an interesting analogy and one I am personally familiar with having led in the
Public Utility Holding Company Act (PUHCA) reform effort. In fact, earlier efforts in related
industries only further my confidence in our recommendations. The key is entry. Private capital
has the attribute of encouraging entrepreneurs, something that we have not had very much of in our
nation's regulated infrastructure. While the best at systems management, the United States is
falling behind in our infrastructure technology according to recent studies. There has been this
discussion of public/private partnerships which I salute. Real benefits will come from a
marketplace approach that will provide intrinsic competition to the existing infrastructure networks
and, in the long run, elevate infrastructure matrix to a higher standard.

Our recommendations have no real opposition. We have put together suggestions that have
been very well received and, as a result, I would urge you to consider them seriously.
Additionally, there is nothing in the law that precludes the private sector from pooling their
resources and developing similar tools to those recommended for the federal government. The
private sector can easily form private development risk insurance companies, credit enhancement
facilities, etc.. The problem, to date, is that they have not for non-tax exempt investment
securities. The federal government, as a result, should take the initiative here in the context of
leveraging the federal dollar. A modest stipend for this activity on the federal side will multiply to
a significant extent what the federal dollar can do through the states. In truth, you can more
readily address the needs of the inner city and rural America by bringing on this additional capacity
of user fee application. You do grow the pie.

Years ago, I had the pleasure of the friendship of Mr. Ray Lapin, a fellow San Franciscan,
who had been the head of Federal National Mortgage Association (FNMA) in the Johnson
Administration and while there, established the GNMA program. At the time I had just returned
from Naval service in VietNam and was a 'oung investment ce-isultant working with pension
funds around the country. Ray and I were talking about this activity back in our own home town
during a political campaign and Ray noted that GNMA's would be the perfect investment
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opportunity for pension funds. Mind you this was in 1971. No one knew what aGNMA was in

those days and of course the rest is history. I have explained many times, particularly to Senator

Moynihan who had a significant role in ISTEA, that what Ray Lapin had in mind with GNMA for

housing - we must find something similar for infrastructure.

There are numerous projects across the land, e.g. rebuilding bridges, that can stand the test

of a time-certain user fee and with a funding scheme allocated over a 30 year depreciation period

the cost to the consumer will be on a par with the current financing techniques. The point, as

always, is that we must do more. We cannot afford, as a nation, to freeze out the vast resources

contained in America's institutionally managed accounts, particularly the pension funds. During

our testimony the state of Colorado made it very clear, in terms of their public employee retirement

system, that they had an in-state investment goal of 20% (i.e, funds from their pension funds

would be helping the economy of that state to the amount of 20% of their portfolio). They were

only at seven percent at the time and had run out of ways to invest in their own state of Colorado.

I would imagine that would apply throughout the country and that there is a certain urgency to

taking action on the recommendations we have suggested.

The Infrastructure Investment Commission was created with this challenge in mind,

performed extremely well, and had exceptional expertise including former Secretary of

Transportation Neil Goldschmidt. After numerous hearings we delivered our recommendations to

Congress in 1993. To summarize those recommendations, let me simply say that private

institutional capital invested in our own nation's infrastructure is long overdue.

- 14 -
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July 18, 1996

Congressman Thomas E. Petri
Chairman
Surface Transportation Subcommittee
House Transportation end Infrastructure Committee- RHOB 2165
United States House of Representatives

Dear Mr. Chairman:

It Is a pleasure and privilege to appear before the Subcommittee to
present testimony as to the Incings of the Infrastructure Investment Commis,.on"
chartered by Congress in the 1991 Intermodal Surface Transportation Efficiancy Act.
As Chairman of that Commission, we do hope our recommendations are helpful to
your Subcommittee's deliberations as to innovative financing" and the upcoming
renewal of that Act.

We focused a good part of our time on the subject of project finance and, In my
professional activities, noted the very Interesting financing strategy that Germany has
adopted In committing to the construction of a high speed MagLev line from Hamburg
to Berlin under the Trans apid sponsorship. May I enclo. as an addendum to my
testimony, a description of that particular financing as an example of how similar high
speed MagLev Infrastructure might be financed in the United States.

Sinderely, / ,* /

Enclosures

1600 Wilon Bcwkrd
Suift 200
AdrinSWOn VuSria 22209 USA

Tel: (703) 522-4334
Fax: (703) 522-6356

CF1anaan@c or.comn

"PuNkIc Policy Soludowio FAler Ecownic OpOIuiCS"
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TRANSRAPID Project Berlin - Hanurg:
Project Organization and Financing Concept

I.. Introduction

The German Federal Government's
decision to build a superspeed maglev
system between Serin and Hamburg has
opened a new capter in the history of
transportation. Current challenges in the
transportation sector can not be mastered
with conventional solutions
approaches are necessary. The
Transrapd, with Its non-contact operation,
high transportation performance, and
unique environmental friendlines offers
significant advantages over other ground
transportation means. It Is extraordinary
quist, energy etlent, and trough-ts--
high acceleration and c-uising speeds,
can achieve extremely short trip times
without sacrificing dde comforL And these
short trip times are the decisive factor In
diverting traffic from environmentally
undesirable roaa and air corridors to the
Transrapid. In addition to improving U
regional traffic situation, this also frees up
capacity on the competing transpcrtatlon
means.

Like most western countries, Germany is
in a state of transition. The Jconomy,
Industry, and society are in flux.
Traditional marets, competitive
advantage, and profits are no longer
guaranteed. This situation is exasperated
in Germany by the burden of rebuilding
the New German states (former East
Germany). Understandably, the Federal
Government has come under extreme
pressure to reduce spending, lower taxes,
become more efficient, but not reduce
services or weaken the social safety neL

Within this context, the Transrapid edin-
Hamburg Project stands out ::galn. long
with the Transrapld technology, the
organization and financing of the project
are aeso innovations. Traditionally,
infrastncture has fallen within the pubic
sector domain. Whether roads, railroo4s,
or airports, financing and constrict has
been provided by the public hand. For the

first time In German history, the private
sector will have a substantial role irt a
major infrastructure project and a
substantial amount of private capital will
be utilized for the financing.

Ideally, it should be possible to
accomplish major transportation projects
without public assistance, but the realities
of Inadequate ridership revenues, difficult
acquisition of the right of way, long time
periods required for projee, planning,
construction, and st*up. .unfalre
competition from other transportation
means, and the gereral risk of project
delays, court challenges, and unforeseen
events prevent this from becoming a
reality.

This situation is welled documented in the
US through recent attempts by highly
accredited groups to make high speed
ground transportation a reality. Whether
the Los Angeles - Las Vegas Maglev
Project (1990), Florida nMaglev
Demonstron Project (1993). or Texas
Triangle HSR Project (1994), the difficult
task of providing private financing was
each project's ultimate demise.

This reality provides tPe backdrop
innovative Berlin-Hamburg
financing.

for the
Project

2. Berlin - Hamburg Projet
Overview

T , better understand the project's
organizational and financial magnitude, a
brief overview of the project Is provided as
background.

The Transrapod Berin-Hamburg Project
has surpassed numerous hurdles since
being first proposed In 1991. These
Include:

- Inclusion in the 1992 Federal Master
Transportation Plan (approved July

TRA NSRA PID INTERNATIONAL L
A oil nvenaueof AQf~.SLiw. vidThymn4
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1992): this Is the prerequisite in
Germarry before a transportation
project can be considered for approval
and realization

- Creation of the public/private financing
concept (December 1993)

. Approve by the Federal Cabinet of the
project and the publicprivate financing
concept (March 1994)

- Approval by both Houses of Parliament
of the project and the pubic/p"dvalt
financing concept (September 1994)

- ApproveJ by Parliament of the four lm
which provide the legal basis for the
commercial use of maglev system in
Germany and the Beriln-Hamburg
Project. These am:

. Superspeed Maglev Systems
Planning Law (September 1994)

- General Magnetic Levitation
Systems Law (May/June 1998)

. Maglev Systems Requirements Law
(May/June 1996)

. Maglev Systems Gonstruction and
Operations Ordnance (foreseen for
1997)

An overview of the project data used for
the financing concept is shown Table 1.

3. Project Organl=tlon

The organizational and financing concept
of Vie superspeed maglev system Berlin-
Hamburg Is natlonaly and intematlonay
without precedent and goes significantly
further than the over 100 year old
tradional pr ctice in tmnsportation
investments.

The concept ultimately chosen for the
project Is similar to the stnxture used for
the prvaii.tion of the Deutsche Bahn AG
(DO AG: Geman Railways). It contains an
organinzatonai and economic division
between the tra,-dguideway or permanent
portion of the route and its vehicles and

operaon.

Route length
Stations

Revenue msped,

Travel time

Trip interval

Vehicle ?"ee site

Truin"~ cwy

285 kmn (177 m~ce)
Hambug Central Staion

schwmlhertn-pena,
S erln-Weatnuz

430 lvt (270 mph)

lss then one hour
(with 3 ktermedlat

10 n'dnsjee
a ft - uenirecton
16 trakst . 3 reseve.
4 soctimo uch

332 sere

Start &
Plar" 1994
Contiucdon 1998
Revenue operation 2006

(year2010)

Tranploradon
p~rrom==

14.A mln pseeWri
year

4.1 blion psenger-
1eTyw

Tabl 1: Project Date Overvew

Three corporations are being created to
plan, build, and operate/maintain the
maglev route:

. Planning Corporation
- OperaWions Corporation
. Guldeway Corporation

Due to the inherent chalceng involved In
integrating thi new transortation mode
into the edAsng publi network It Is
imperative tW the governret be
Involved. The entrance routes Into Beft
and Hamburg and the station locations
am cjcW to the success of the project
Also the realizatn of he forcast
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ridership volume Is only possible when the
government, states, and communities as
well as the DB AG work together to
ensure the superspeed maglev system Is
efficiently connected to the existing long
distance and regional transportation
systems.

3.1 Public Legal Planning Process

The Planning Corporation was formed
jointly by the government and the
industrial partners in October 1994 in
Schwerln, Germany (the location of the
third station along the route). The
Planning Corporation has the
responsibility for the planning and
approval actiities leading up to the
construction of the rout. This process
culminates In the public legal approval
process required of all infrastructure
projects In Germany.

An overview of the Planning Corporation
Is shown In Table 2.
The responsibilities of the Planning

Corporation Include:

. Preliminary planning with
recommendation of a preferred mute
alignment (map scale 1: 26 000)

- Regional planning process
(Raumo rdnungsverfahren) includes
environmental compatibilty and risk
studies and detailed mute evaluation
by the responsible government, state,
and local authorities (map scale 1:
5000)

- Detailed technical and operational
concepts

- Detailed project cost estimates with
periodic review

- Planning approval process
(Planfestste,1ungsverfahren) Includes a
more detailed envomen
evaluation and local public hearings to
allow all voices to be heard and
responded to (map scale 1: 1000)

- Preparation work for project
construction

- Request for quotation process

S shareholder.

offices

Planning Budget

Public Sector (50%)
German Federal
Government

Private Sector f5O%)
ACtranz (ASB Daingor.
Benz Tmnsprtatlon
Gmb H)
Bilflnger.8erger Bau AG
(replaced Dyckerhoff &
Wldmann AG)
Deutsche Bahn AG
Hochtlef AG
Philipp Hoizrnann AG
Siemens AG
Thyssoo Induste AG
Schwerin, Hamburg.
Bertin

DM 490 rrlon

Equity Capitl DM 140 000

Employee 20 (max. 30 foreseen)

Table 2: Planning CorpomatnOverview

Many of these planning activities will not
be undertaken by the Planning
Corporation itself, but will be contracted to
engineering offices and mernbers of the
private sector consortium (consoturn
leader:. Thyssen Industrle AG). After
completion of the pubic legal planning
and approval process (foreseen for 1999),
construction of the route will begin
Immediately and the Planning Corporation
will bo incorporated Into the Guldw ay
and the Opertons Corporations.

3.2 Prosect Construction and
Commercial Operation

In parallel to the final stages of Me
1AAMN approval process, corstucdon
of the mute wil begin. To rnkmize th@
time required for conatructlo the route
wW be divided Into leglrot and
constucted and conmissioned In pardel.
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The Operations and Guldeway
Corporations will cooperate in a joint
venture and contract the overall
construction responsibility to a general
contractor. Supplying the system will be
an industrial consortium made up of,
among others, the industrial companies
involved in the Planning Corporation.
These companies will have to compete for
the contracts though in a public request
for quotation process, to comply with
European Union regulations.

The Guideway Corporation, a public
entity, will be responsible for the
construction and maintenance of the
guideway. It will be formed In early 1997
and be financed and solely held by the
government. The dss associated with
construction approval, land acquisition,
and ,acts of Gcd" are carried by the
Guideway Corporation.

The Operations Corporation, a completely
private entity, will be formed In late 1996.
It will procure the non-guideway portion of
ts, system and prvately operate the route
upon completion. Its shareholders will
Include the members of the industrial
consortium, Deutsche Bahn AG,
Deutsche Bank (and other leading banks),
and pnvate investors.

The Operaticns Corporation will be
responsible to its private investors and
therefore expected to meet the high
requirements of private sector, profit-
oriented, non-subsidized companies. The
risk of canst Mctng and operating the
route will be carried exclusively by the
Operations Corporation. The operation of
the maglev route will be contracted to the
Deutsche Bahn AG.

Accompanying the entire planning,
construction, and commissioning
processes are the German safety
regulation authority (TUV) and the
Federal Railroad Authority (Eisenbahn
Bundesamt). to ensure the system meets
the necessary safety and operational
regulations.

4. Project Financing

The government's decision to build the
superspeed maglev route Berlin-Hamburg
was linked to the condition of a
public/private pF,,nership in financing the
project. The put liQ/private financing plan
was developed !ointly by the industrial
partners and the t=edera Mnistrles of
Transport and Research and Technology.

The overall project investment of OM
8.909 billion consists of an Interest-free
load of CM 5.6 bilflon from the
government for the guideway and OM 3.3
billion in private capital from the
Operations Corporation (iU costs in 1993
DM). This is in contrast to the traditional
financial practice for public Infrastructure
projects in Germany, In which the
government paid the entire Investment
cost. The government's portion will be
paid for out of the Federal Milnstry of
Transport's budget.

The Operations Corporation wil lease the
guideway from the Guideway Corporation
and thereby pay the government back for
its loan. The lease payments will be equal
to the annual depreciation of the
guideway plus an additional, free cash
flow-oriented sum.

The funds for the capital investment
ccvered by the Operations Corporation
will be generated through the equity
capital supplied by the corporate
shareholders and outside credit. The
corporate shareholders contributing to the
equity capital are shown in Table 3.

The utilization of the capital market to
raise the approximately 500 million 0M
share capital from private and institutional
investors for te Operations Corporation
is unusual In Germany, in that the given
project Involves the first large-scale
application of a technical Innovation. Also
because the capital market Is to be
accessed a number of years before the
commissioning of the route and the fkst
ability of the Operations Corporation to
distribute dividends. The stockholdem wiW
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first receive dividends on thefr investment
with the start of revenue service in 2005.
To make the investments more attractive,
tax incentives and/or preferred dividends
will be arranged for the investors. The
final decision on the appropriate method
to raise the investment capital will be
made after formation of the Operations
Corporation.

Industrial and
construction companies
Involved !n the project OM 500 rmllon

Deutsche Bahn AG DM 300 million

Banks and insurance
companies OM 200 million

Privat, and institutional
Investors DM 500 million

Total Equity Capital DM 1.5 billion

Table 3: Operations Corporation
Shareholders

The Operations Corporation will be
funded primarily through the ticket
revenues. With these, it will cover the
annual operating and maintenance
expenses of DM 24.3 million per year and
repay the total system investment
Additonally after about 25 years In
revenue service, reinvestments will be
made for all non-guideway components
(vehicles, propulsion, operation control,
station interiors, etc.).

The data for the financing concept are
summarized in Table 4.

The results of the financing concept are
summarized in Table 5.

5. Conclusions

The Transrapid superspeed maglev route
Berfln-Hamburg wiN provide a multitude of
economic, transportation.' and
employment benefits.

Operations Corporation
(Private entity)

Investment:
Capital investment
Escaation + interest
Total financing

Sources of funds:
Equity capital
Bank credit
Tctal

Guideway Corporation
(PublIc entity)

Investment:
Capital investment
Escalatfi + interest
Total firancing

Sources of funds:
Government

iio' n DM
3.288

4.800

1.500

4.800

• Blflion OM

6.821

7.448

7.448

Financing Parameters (Prim level 1993):

Total capital Investment
(without escalation and
interest)

Total capital investment
(with escaion and
Interest)

Total operating
costs/year

Equity capital
(Operaton s Corp.)

Revenue per passenger
Idlometer

DM 8.909 bion

D&I 12.248 billion

DM 0.243 billion

OM 1.5 billion

DM 0.28/ ku
(DM 80/one way

Table 4; Finrming ConcM Data

Ridership will shift away from shot hau
airplanes and automobiles to th
environmentally friendly ground
transportation system. Economic
development will occur near the stations
and along the route. New induStrieS WM
spring up to maintain and supply

37-734 97 - 26
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components for the route. The distance
between the capital city, Beriln and the
shipping/trading city, Hamburg -will
become inconsequential. All of these
events will positively effect system
ndersrip. Additional revenue potential
also exists Through transport of high value
and express goods during off-peak
operating periods as well as through
secondary use of the terminals shoppingg
areas, etc.).

The construction and operation of the
Berlin-Hamburg rcute will have significant
economic and supporting infrastructure
effects on the states along the route,
Brandenburg, Mecklenburg-
Vorpommem, and Schleswig-Holstein. It
is estimated that nearly 10 000 jobs will
be created or retned during the six year
construction and commissioning peicd- In
the civil engineering and construction
industries, vehicle construction, and the
electronic and electrical industries. The
actual employment effects during the
construction phase though, wiil vastly
exceed the primary effects due to the
multiplication factor.

With the start of commercial operation,
there will be pnmaiy employment effects
through the Operations Corporation (train
personnel, administration, service/
maintenance, etc.) and in the Industries
supporting the system (power generation,
component suppliers, commerce, etc.).
There will also be jobs created in the
areas surrounding the stations
(commerce, service, etc.). Through
primary and multiplication effects, there
will be approximately 2800 permanent
jobs created.

The realization of the Transrapid route
Bedin-Hamburg will have a significant
effect on Germany. The Transrapid has
become a symbol for high technology In
Germany. Too often, new technologies
have been developed only to see another
country achieve success in the market
place. The Transrapid Is considered to be
a technology with great export potentiaL
The domestic appication Berlin-

Hamburg, is a crudal step for the
successful marketing of the system
abroad. To be successful though, these
international applications wil require local
contents of up to 80% and therefore
benefit the recipient countries as much if
not more than the supplying one.

The Transrapid, the next generation In
ground transportation systems, Is fast.
quiet, flexible, and benign to the
environment. The perfect complement to
the 21st century. Ready for application.
Today.

Coverage ratio
(minimum after taxes)

Credit period
(maximum)

Time periods for
financing concept
Total
Revenue

Internal rate of return:
Before taxes
After taxes

Return on equity
(after taxes)

Total profit after taxes
(revenue period)

1.4

18 yem

50 years (1994- 2043)
40 YerS (2004- 2043)

16.93%
12-41%

13.51%

DM 36.443 billion

Table 5: Finanoing Concept Reub
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On behalf of the Transportation Corridor Agencies ("TCA"), I thank the Subcommittee for

the opportunity to submit this testimony as part of your hearing on "Transportation Finance in an

Era of Scarce Resources -- Innovative Financing." This topic reflects a critical and difficult

challenge that we a, TCA have faced since our inception. Thus far, with the invaluable assistance

of this Subcommittee, the full Transportation Committee, the Appropriations Committees and many

other federal and state governmental entities, we have met that challenge.

Over a decade ago it became clear to a number of public- and private-sector citizens in

Orange County. California, that we were confronted with a fundamental dilemma: there was a

desperate need for additional roads and there was no reasonable prospect of public funds to build

them Inadequate road systems were beginning to choke off development, limit economic and job

growih, and cause considerable personal hardship. People were spending inordinate amounts of time

stranded in traffic, at the expense of their families and their jobs. Local roads, freeways and

interstates were caught in an interlocking downward spiral. Local traffic was combining with

through traffic, and vice versa, and everything was getting slower.



795

-2-

To overcome this dilemma, we hd to be innovative, and we had to find a way to access

private capital. We have done that -- selling, to date, over $2.7 billion in bonds backed by toll

revenues, and not taxes, to finance public toll road projects that are on-time, on-budget, and, with

one segment open and another to open in July, already improving the lives of tens of thousands of

people. In the process, we have helped create, modify and perfect a unique method of providing

highly efficient, highly leveraged, federal assistance to privately financed public infrastructure

projects.

Our interconnected toll road projects in Orange County were first authorized in 1987, by

legislation which originated in this Subcommittee, to establish a pilot program of nine projects

selected to be experiments in federal aid to toll roads. Subsequently, working hand-in-hand with

the Transportation Committee, its Senate counterparts and the appropriations committees, as well

as with the Department of Transportation, the Federal Highway Administration, and the Office of

Management and Budget, we crafted and implemented two "stand-by" lines of credit that, at a total

cost of $17.6 million in federal budget authority, provide $240 million in back-up credit, which, in

turn, has made possible the realization of the $2.7 billion in funds garnered from the private capital

markets. The ultimate ratio produced by these figures, the ratio of private investment leveraged to

Iotal federal governmental cost, is roughly 150 to 1. This is a concrete measure of the potential

power that creative federal assistance offers to privately financed infrastructure projects. We are

proud to say that we are an ongoing, successful example of an innovative financing approach that

takes a modest slice of the scarce and apparently shrinking public infrastructure funds and uses them

to tap the abundant and growing private capital markets, in order to build our public infrastructure.
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The TCA and the Orange County Toll Road Projects

Let me step back and describe our organization and our projects. We are actually two public

joint powers agencies with two separate boards of directors, managed by a common staff. The San

Joaquin Hills Transportation Corridor Agency and the Foothill/Eastern Transportation Corridor

Agency were formed by the California s!ate legislature in 1986 to plan, finance, build and operate

three related public toll roads, which we refer to as corridors: the San Joaquin Hills Transportation

Corridor, the Eastern Transportation Corridor and the Foothill Transportation Corridor. When

completed, the three corridors will provide 67 miles of new highways, all of which will be owned

by the state of California. Once the roads are built and the debt is retired, the Agency, by law, must

go out of business. Also at that time, the tolls are eliminated, and the roads become freeways.

The attached map shows the location, status and completion dates for each of the three

corridors. This Subcommittee will want particularly to note our integral relationship to, and physical

connections with, 1-405, the San Diego Freeway, and 1-5, the very heavily traveled Interstate that

serves, among other destinations of national import, Disneyland.

As the map indicates, one 7.5 mile segment of the Eastern Corridor is open (partially since

October 1993, and fully since April 1995). A 7 mile segment of the San Joaquin Hills Corridor will

open this July, and the entire San Joaquin Corridor will be completed in December of this year. The

San Joaquin Corridor, when completed in December, will have been completed ahead of schedule

and within budget. All of the segments currently under construction will be completed no later than

1999 That leaves the final phase, the southern half of the Foothill Transportation Corridor.

Construction on this last segment, which has yet to be financed, is projected to begin in the year

2000
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Design-Build Contract Innovation

It is no accident that the projects are ahead of schedule and under budget. Nor is this fact

unrelated to innovative private financing of infrastructure projects. It occurred to us early in our

planning process, and it was confirmed again and again as we proceeded with our financing plan,

that private investors (primarily the sophisticated institutional investors we targeted) would not

assume the risk of normal, public-infrastructure type construction delays and cost overruns. We not

only had to avoid these, we had to convince investors in advance that we had a mechanism to avoid

them.

That mechanism was, and is, a precedent setting "design-build contract," which we have

developed and used for both the San Joaquin and the Eastern projects. (The San Joaquin design-

build was the largest such contract ever in the U.S.) Our design-build contracts are contracts with

a fixed price and a guaranteed completion date -- both of which actually work.

There are two fundamental innovations in the design-build contract as applied in our

-projects. First, the selected contractor both designs the project (from a baseline design provided by

the Agency), and builds the project (subject, of course, to all federal and state standards and

approvals). Rather than the endless hassling over what was meant or covered by old command-and-

control style specifications and plans, with the accompanying endless parade of change orders and

additional payments, the contractor has responsibility for the end project as well as all of the

intermediate aspects which it designed, and which, in fact, it "designs" and adapts on an on-going

basis.

Second, the contractor bears the construction risks -- and rewards -- through stiff penalties

for delay ($225,000 per day) and enticing rewards for early completion (70 percent of the net toll
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revenues for each day the road is in operation prior to the scheduled completion date). The security

of this arrangement is enhanced by substantial and well-designed bonding requirements, as well as

by the fact that we have selected some of the biggest, best and most financially secure highway

contractors in the country.

Overview of the TCA Financing Plan

The TCA Corridors wtre the first major U.S. public transportation facilities whose financing

consists substantially of private funds. Governmental contributions, including all state ard federal

sources, make up less than 5 percnt of the total funding. About 4.5 percent cf the total funding is

covered by a state contribution. The federal stand-by line of credit, the cost of which has been

determined to be $ 7.6 million, represents about one-half percent of the projects' costs.

The great bulk of the projects' financing - about 81 percent -- is from the proceeds of "non-

recourse toll revenue bonds," tax-exempt bonds backed only by funds from toll revenues,

development fees or interest earnings -- not tax revenues. The other significant sources of funds are

the development impact fees (about 7 percent), assessed on new development within an established

geographical area of benefit (about 3 percent), and interest earnings on the bond proceeds and other

funds before they are expended (about 9 percent). (See attached "Sources and Uses" chart.)

The Stand-By Lines of Credit

Even after other risks, such as construction overruns and delays, have been well managed

and controlled, there remains a fundamental obstacle to the sale of bonds or other debt backed by

future toll revenues on a road that has yet to be built. That risk is often referred to as "ridership risk"

-- the chance that drivers willnot use the facility, especially in the early years (the "ramp up" period)
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at the levels projected. In the long run, all highways will fill; usage in the early years, however, is

notoriously difficult to predict.

This risk can be greatly mitigated by care and intelligence in the design and performance of

the ridership studies. Nonetheless, capital markets balk at unmitigated ridership risk. It presents

itself as the single most troublesome structural impediment to the sale of toll revenue bonds for a

start-up, as opposed to established, facility.

The solution to this problem is the federal stand-by line of credi1 , pioneered in conjunction

with our project. This line of credit became known, in fact, as the "federal ridership line of credit."

It is available to be drawn on if ridership is far below expectations in the early years, such that we

cannot meet interest or principal payments on the bonds, or such that we cannot make certain other

required payments. The line of credit, if used, must be paid back to the federal government, along

with interest assessed at a non-subsidized rate, once traffic builds up to sufficient levels. The

existence of this extra layer of security against default due to a longer-than-expected ramp-up period

in ridership was an essential element in making the sale of these bonds a success.

The line of credit mechanism represents a particularly appropriate tool for the federal

government's leveraging of private funds in transportation projects. The federal government can

afford to take the long view, and indeed must take the long view. If projections of ridership are so

wrong that the line of credit must be accessed, to be paid back over the long term, the federal

government is better positioned than any entity in the world to be a long-term, flexible lender. A

default on the non-recourse bonds, by contrast, as a result of a ridership-projection error, would

badly damage that market, and thus the private financing of toll roads. Even if TCA never taps its

line of credit (which may well be the case), the credit line has nonetheless made possible our
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successful, innovative financing, which, in turn, has become a model fo: a number of other

infrastructure projects.

The Two TCA Bond Offerings

The test of whether our innovative financng approach was also a workable financing

approach came, of course, when our two bond offerings hit the street. Both, I am delighted to report,

were in fact rousing, high-profile successes.

Our first offering came in 1993, with a $1.2 billion issue to support the San Joaquin Hills

Corridor. It sold promptly, at an average interest rate of 7.6 percent. Let me quote the first two lines

from an article in the Winter 1993 issue of Infrastructure Finance, "The 10 Most Creative Deals of

1003," because it captures well both the originality of our approach and its precedent-setting quality:

The $1.2 billion financing of the San Joaquin Hills toll road this past
spring lays out an important public finance blueprint for infrastructure
projects. The deal was the largest nonrecourse municipal financing
ever done.

Our second big offering, in June of last year, totaling $1.5 billion to fund the Eastern and

remaining Foothill-North Corridor projects, was every bit as important and challenging as the first.

While it was certainly helped by our track record with the San Joaquin, it faced a new impediment:

the bankruptcy of our county only six months prior to the offering. The issue, which was rated

"investment grade" by all three private rating agencies, sold out promptly at a very favorable rate of

7 06 percent. The second financing, like the first, was much noticed and honored by tle

infrastructure investment community. In fact, one of the articles on our success, "The Deals of the

Year," in the March 1996 issue of Governing, contains what I think is an apt description of the role
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I make this point concerning our favorable publicity not only out of the pride felt by our

entire TCA team, but also because the impression our two offerings have left on the investment

community is itself a critical part of the success of innovative financing of infrastructure projects:

the investment community praises creativity and innovation but it buys predictability and comfort.

Our deals are paving the way for others.

Adaptability of the Lines of Credit

One of the absolutely critical elements of our federal line of credit has been its adaptability,

and the associated flexibility and creativity of the people in the federal government who have made

it work. At various points in the relatively short history of our two stand-by lines of credit, we have

needed help to change them, for two reasons: first, to fix defects or address problems that are

inherent in truly innovative, complex financing mechanisms of this type; and second, as our

projects' needs and situation changed, to modify the line of credit to get more mileage for the same

dollars -- that is, more benefit to our project at no additional unpaid-for cost to the government.

An example of the first change, a change to fix an unforeseen problem, is reflected in the

legislative provisions passed by Congress in both the National Highway System bill and the FY '96

Transportation Appropriations bill. [Section 356 of the National Highway System Designation Act

of 1995, P.L. 104-59, 109 Stat. 568. 624 (1995) and Section 356 of the DOT and Related Agencies

Appropriations Act, 1996, P.L. 104-50, 109 Stat. 436, 462 (1995).] The problem fixed by these

provisions relates to the complex intera," .,n of the sui generis stand-by line of credit provision,

federal "credit reform" laws, and OMB's role, in conjunction with FHWA, in assessing and

approving any extensions of credit, contingent or otherwise. Primarily because of

miscommunication among all involved in the process, OMB had scored and approved less than the
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full $120 million line of credit approved by Congress. The solution lay in a modification of the

relevant legislative provision which permitted FHWA and TCA to negotiate a higher interest rate

in return for restoring the fuU credit line, thus permitting OMB to reexamine and rescore the matter.

This same legislative revision in the NHS and the FY '96 Transportation Appropriations bill also

cleared away a potential tax cloud that had arisen over the provision.

We are deeply and genuinely grateful that all involved with the development and perfection

of our stand-by line of credit, in Congress, at FHWA, at DOT, and at OMB, have given us the

benefit of their time, effort and intellectual energy, to create something new and powerful for our

benefit, and, we believe, the benefit of the nation's public infrastructure. One of the lessons we have

learned is that new governmentally related mechanisms for innovative finance cannot work without

a willingness on the part of individuals in the federal government to break the mold, examine new

ideas, and even assume a little institutional risk themselves.

Toll Roads

Private financing of infrastructure projects is dependent on an identifiable revenue stream.

The fact that we are a toll road, obviously, is part and parcel of our innovative financing approach.

Toll roads, also obviously, are not the solution to all highway financing shortfalls. Not all new roads

can be toll roads. But, toll roads are potentially a broader solution than is generally believed. It is

not only the financial markets that will increasingly support properly conceived and executed start-

up toll roads, the public will too.

Much depends on doing it in the right place and in the right way. For instance, it is essential

that the toll road have a "traffic reliever" aspect to it. The project's appeal to the financial markets

is greatly enhanced if there exists widely recognized congestion on alternative routes that the toll
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roads will relieve. This adds certainty to the financing, but, perhaps more importantly, it also

provides the basis for public support before the project begins, and later provides the basis for a

driver's choice between the toll road and pre-existing free routes. It is also helpful if, as in our case,

the public can be informed that once the debt is retired, the tolls will be removed and the road will

become part of the state's highway system.

Additionally, the toll road must be pricedd right," and the economic and demographic

structure of the surrounding communities must be sufficient to support the proposed pricing. The

public will come to see the toll as a reasonable bargain if the money they spend represents a good

value for the time they save and the convenience of using the road.

It is also important that the tolls can be collected efficiently, conveniently and without a toll-

booth back up. Our state-of-the-art "Fast-Track" electronic toll collection mechanism does just that.

The proof that the public perception and acceptance of toll roads is not fixed and immutable

was contained in a recent poll. The poll, conducted by the Nelson Communications Group in

California, showed that while in California generally Aightly less than one-half of the respondents

favor toll roads, in Orange County, where our residents are gaining actual experience with toll roads,

nearly two-thirds of respondents favor toll roads.

Just as the governmental community and financial community are coming to understand the

benefits of toll roads as a key part of the solution to the problems created by growing infrastructure

needs and shrinking infrastructure resources, so too will the public. We at TCA are very proud to

play a role in this process, and we again thank this Subcommittee, the many other Congressional

entities and Congressional employees, as well as all the other federal government officials, who have
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helped us play that role. We hope to -- and we are confident that we can -- continue to work

together in this important endeavor.
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STATEMENT OF GENE MCCORMICK, REPRESENTING PROJECT AMERICA, THE
COALITION TO REINVEST IN AMERICA'S INFRASTRUCTURE, BEFORE THE HOUSE
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE, SUBCONMITEE ON
SURFACE TRANSPORTATION, CONCERNING ISTEA REAUTHORIZATION -
TRANSPORTATION FINANCE IN AN ERA OF SCARCE RESOURCES: INNOVATIVE
FINANCING. JULY 18, 1996.

Mr. Chairman and Members of the Subcommittee:

I am Gene McCormick, Senior Vice President of Parsons Brinckerhoffl Inc. I appreciate the

opportunity to appear before you to explore the broader issue of transportation finance in an era

of scarce resources and in particular the issue of innovative financing and what role it might play

in reauthorization of the Federal Surface Transportation Program.

At the outset, let me first explain Parsons Brinckerhoifs interest in this issue and the reason for

our participation with several other organizations in an emerging coalition known as Project

America, The Coalition to Reinvest in America's Infrastructure. Project America, is a non-

partisan, not-for-profit alliance of successful business enterprises who believe, based on

experience in business and government, that the time has arrived to recast a new federal strategy

for reinvesting in our public-use infrastructure -- a strategy that must reshape the traditional

financing and operating mechanisms to allow for greater private capital participation in our public-

use infrastructure.

As a US corporation that works closely on a daily basis with federal, state and local government

officials on infrastructure issues, Parsons Brirckerhoff recognizes the importance of continuing

the strategy of reinvesting in our nation's infrastructure. Unfortunately, budget pressures at all

levels of government have constrained overall investment and contributed to significant
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deterioration of our roads, bridges, tunnels, mass transit facities and other elements of our

surface transportation system. As an international business dealing with foreign entities on

infrastructure issues, we have witnessed the same pressures throughout the world. So the US is

not alone in dealing with this challenge. What is different is the level of private sector

participation in the financing of infrastructure projects overseas.

Project America believes a significant part of the solution to our problems here in the US lies in

gaining access to, and providing incentives for, private capital investment in public-use

infrastructure. The core strategy of Project America is to clear a path for "new" investment in

public-use infrastructure. These new investments may come from a variety of sources --

individual investors, pension plans, money market funds, etc. - but collectively, when combined

with state, local and federal assistance, will create a pool of resources unmatched anywhere else in

the world. Injecting these additional resources into the funding stream will dramatically improve

the overall condition of our infrastructure and thus improve our competitive edge in the global

marketplace and enssire America's preeminence into the 21st Century.

To achieve this goal, Project America proposes the elimination of significant federal legislative

and regulatory barriers that obstruct or prohibit private entities from investing in public-use

infrastructure and creating new investment incentives that will attract private investors to

infrastructure projects. Many of the barriers I refer to can be found in the tax code, particularly

the tax-exempt bond regulations referred to as the private e Activity Rules" and "Change-in-Use

Rules" -- regulations we understand are not under the direct jurisdiction of this committee, but

nonetheless affect surface transportation financing. In addition, provisions requiring the

recoupment of prior federal grants, limitations on private management contracts, restrictions on
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the use of proceeds from the sale or lease of public facilities, and constraints on the availability of

public fuids for a public-use facility that is owned and operated by private investors, represent

significant policy barriers that inhibit greater capital investment in infrastructure.

Mr. Chairman, we are pleased that you and your colleagues on this committee have chosen to

explore this important issue as a part of your development of legislation to reauthorize the surface

transportation program. We share your goals for increasing the overall investment in our

infrastructure and we are committed to helping to clear a path for greater private capital

investments in the construction, expansion, maintenance and operation of new and existing public-

use infiastructure.

Mr. Chairman, we applaud the efforts that you and your colleagues in the Congress committed to

the previous authorizing legislation - your efforts yielded significant revisiom to transportation

funding policies and practices. Clearly the Intermodal Surface Transportation Effciency Act of

1991 (ISTEA), was a strong statement to increase the federal oitment and recognition that

additional "non-traditional" funding sources would have to be secured if the transportation

infrastructure of this country was to be preserved and expanded.

Unfortunately, the success in stimulating "innovate financing" mechanisms has been modest. The

filure to inject new resources, combined with limited outlays during the first five years of the

authorization period, along with persistent federal and state budget pressures, has resulted in the

continued deterioration of our transportation infrastructure. Clearly the trend of restrained

government spending will continue into the foreseeable future, thus begging the question: Who



810

4

will pay to maintain and improve our infrastructure if the federal government has demonstrated

that they cannot? An important part of the answer we believe is in private capital!

To be sure, this nation cannot afford to, nor do we propose to dissolve the close relationship that

exists between the states and the federal government for the management of the nation's surface

transportation system. The role the federal government plays in establishing uniform standards

and continuity throughout the system, not to mention the wide distribution of financial assistance,

is a critical one. However we must endeavor to find new methods to fill the gap between limited

federal assistance and scarce state and local resources.

The United States cannot have a competitive economy without an infrastructure that is modern

and efficient. Ironically, as federal and state governments seek sources of capital, large amounts

of American private capital are being invested in public infrastructure throughout the world.

Many foreign governments, who also are suffering the same severe shortages ofpublic capital

funds, have recognized the potential for private capital investments in their infrastructure assets.

Here in the US however, private capital is being shut out of potential infastructure projects

because federal regulations and policies either prohibit such investments outright or impede access

to capital markets.

As stated earlier, the existing tax code presents perhaps the biggest challenges to the involveumt

of the private sector in public infrastructure. For example, the tax-exempt market, the traditional

path for govemmental entities to finance public-use infrastructure, has been dramatically restricted

by changes in federal law. These restrictions have served as a disincentive to private capital
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investment and most notably, precluded investments by pension funds, which total over four

tro dollars in the US.

To Ce C& d Tux-Exemo* Fin an cmn

Private sector participation in public-use infrastructure presents a number of challenges under the

tax code as it relates in particular to tax-exempt finmcing. Certain forms of private sector

participation such as, contract manasemet or leasing, generally allow for the government owner

of the asset to issue tax-exempt revenue bonds on behalf of the contractor or lesse, with project

revenues earmarked for debt service. However, far more problematic under federd and many

state tax laws is the availability oftax-exempt bonds for a facility that is owned and operated by a

private entity. Usually a change in ownerdip of a municipal asset to a private eutity constitutes

what the IRS deems a "change-u-use," requiring that the existing bonds be defused or redeemed,

resulting in an adverse impact on a potential sale or long term lease of a facility.

Another problematic provision is contained in Revenue Procedure 93-13, where the now

famous "3-5" rule was introduced for contract between states or localities and private entities for

the mans nt of faclies developed with tax exempt iacm . Sefically, the rule stat

that such contracts must provide for termnation without cause after three yeas and terms of no

more than five years Additionaly, Revenue Procedure 93-19 prohibts incentivee payments"

under a mI est contract; the c s mst be established in the turs of the

agreement and cannot be tied to performanc-based mesrmets such as, increased revenues or

decrease operating expenses
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The net effect of these provisions is to eliminate the incentives that encourage private entities to

be competitive in their pricing and risk-takers in their management styles - factors that are critical

to achieving economical gains through privatization.

The IRS proposed revisions to these rules in 1994, issuing notices concerning the private activity

regulations. While the proposed revisions could achieve some gains, for example by allowing

management contracts to extend up to 15 years, a number of shortcomings were evident.

Namely, incentive compensation would still be disallowed and the new regulations would only

apply to the issuance of new tax exempt bonds, ignoring the confusion and disincentives

associated with privatizing existing facilities financed with tax-exempt debt.

Prime Activit Rules

The current-law private business tests (the ten percent private use and security interest tests),

which govern the use of private activity bonds, limit the ability of state and local governments to

attract private investments to infrastructure projects. In addition, restrictions on the use of

private-activity financing, principally the restrictions on the use-of-proceeds and state volume

caps, serve as effective barriers to private sector investment and the purchase and/or sale of

infrastructure assets.

These problems have been widely recognized and several proposals are being considered, which

we support. It is our belief that the flowing changes to the IRS' private activity bond

regulations would dramatically increase the number of public-private facilities that would qualify

for tax-exempt financing:
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Prite Business TIt": Increase the allowable percent of bond proceeds that can

be used by the private party and the allowable debt service that c4m be secured by a

private party. The IRS currently restricts this to ten percent.

2. Exe t Fai : Expand the list of exempt facilities which need not meet the

private business test in order to qualify for tax-exempt financing. For example, toll

roads and bridges and recycling facilities are not currently included on the IRS list.

3. Sale of Exempt Facier: Abolish the condition that certain exempt facilities -

airports, docks, wharves and mass commuting facilities - must be publicly-owned

to qualify for tax-exempt financing. This regulation prevents state and local

governments from selling these facilities to a private entity, regardless of the

operating efficiencies that might be achieved.

4. State Volume C_: Amend the state volume cap on tax-exempt bond financing.

The IRS currently restricts states in their annual issuance to the greater of $50 per

capita or $150 million. Several approaches are under consideration: exempting

certain use of private activity bonds from inclusion under the cap; indexing the cap

annually to account for inflation; and, simply raising the cap to its pre-1987 level of

$75 per capita or $250 million.

Change-ln-.e Rule

The IRS has established regulatory conditions (which do not stem from provisions in statute)

under which changes in the use of proceeds of a bond issue will result in the interest of those

bonds being treated as taxable. This rule, referred to as Revezue Procedure 93-17, provides that

in order to avoid losing the tax-exempt status of bonds issued for a facility after a change in use:

(I) the issuer nuast provide that, as of the date of issue, it and all conduit borrowers expected to
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use the proceeds for the qualified use; (2) the proceeds must have been used for a qualified

purpose for at least five years; (3) any agreements between the new user and original owner were

the result of arms-length negotiations; (4) non-qualified bonds are redeemed at the earliest call

date after the change of use, and an escrow account is established to redeem those bonds with a

call date more than 90 days away and (5) upon a change of use that arises from a sale, exchange,

or some other disposition of a facility, the disposition proceeds must be used in a manner that

would have resulted in a qualified use.

The above regulations make it difficult and expensive to change the use of a facility. The second

point above is particularly restrictive because, according to the IRS rules, the applicable date in

cases where the original issue has undergone refiml iing, is the date that the refunding was

executed, not the date of the original issue. This provision affects many government facilities due

the considerable bond reflmding that took place during the early 1990's.

We believe that the [RS should be directed to nullify all of the above restrictions, so that state and

local governments could change the use of a facility, without sacrificing the tax-exempt status on

outstanding debt. Additionally, it is important to lift the restrictions presented in point five above,

that limits the use of proceeds from the disposition of a facility, to allow for use for other capital

infrastructure purposes.

Private Contract Management

Revenue Procedure 93-13 stipulates that state and local governments may contract with private

firms for the delivery of traditional public services without triggering a change-in-use as long as

the contract does not exceed five years. To undertake a management contract that exceeds five
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years and/or compensates the private entity in relation to the profits made from the facility, the

state or locality must defense outstanding tax-exempt bonds issued for the facility. As mentioned

earlier, the IRS proposed revisions presented in 1994 would increase the allowable length of

private management contracts without defeasance, from the current five year limit to 15 years, but

continued to utilize a schedule for the extent to which compensation for the contractor must be

based on a fixed fee.

We believe that the allowable length of management contracts should be extended for at least 15

years and the compensation mechanisms, should be liberalized to allow for greater use of

performance-based compensation and incentive payments and less reliance on the use of fixed

fees. The 1986 Tax Code and related actions have restrained the ability of the IRS to further

hberalize private management contract regulations, beyond what has been proposed. An

alternative approach would be to require that the IRS place no restrictions on the future use of the

bond-financed facility, once a management contract is employed.

Recoupment of Prior Federal Grants

President Bush's Executive Order No. 12803 (57 Fed. Reg. 19063 (April 1992)) encouraged the

removal of federal barriers to the sale or lease of federally-funded facilities, in particular, by

specifically revising the OMB "Common Rule" governing grant repayments. Claimant priorities

were reordered, placing the federal government at the end of the line, so to speak, behind state

and local claims for grant repayment. In addition, the order changed previous requirements so

that grantees became responsible only for the "undepreciated" cost of assets that were financed in

whole or part with federal assistance, when these assets were sold to the private sector.
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President Clinton's Executive Order No. 12893 an "Principles for Federal Infrastructure

Investment," directed all federal agencies to seek greater private sector participation in the

"ownership, financing, construction and operation of the infrastructure programs" and to work

with state and local governments to "minimize legal and regulatory barriers to private sector

participation." Unfortunately the practical effect of both Executive Orders has been modest.

The failure to achieve the desired effect can be traced directly to the continuation of the

requirement for recoupment of prior federal grants, even at depreciated values, and the fact that

the order continued the restrictions on the use of revenues generated from the sale of assets.

Specifically, EO 12803 confines the use of these revenues to: investment in other infrastructure;

debt reduction; and, tax reduction.

We believe state and local governments should be allowed to sell or lease existing federal-aid

facilities to private entities, without having to repay prior federal grants, so long as the facility

continues to be used for its originally authorized purpose. No public purpose is served by

requiring the repayment of prior federal grants.

In addition, the revenues generated from the sale or lease of such assets should be restricted. As I

stated earlier, our purpose is to increase overall investment in infrastructure projects. Therefore,

restricting revenues generated from a sale or lease of an asset for other capital infrastructure

needs of the state or locality, would provide sufficient protection against draining infrastructure

resources, without stifling the economics of such transactions.
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Certain forms of restructuring affect the availability of public funds. The federal government

provides a number of sources of finding for highways, mass transit, airports, water treatment

facilities, etc. Depending on the ownership status of the facility, they may be entitled to all, a few

or none of the available sources under current federal law. For example, publicly-owned public-

use airports are able under current federal law to receive both discretionary and entitlement

grants, while privately-owned public-use airports are only entitled to be considered discretionary

grants, and in this case the prospects for discretionary funding under current trends is at best,

tenuouL

In the case of surface transportation, the opportunities are greater for co-mingling private sector

funds and public funds The existing federal enabling legislation (ISTEA), for the first time

permitted federal grant monies to be recycled through revolving loan funds for use on projects co-

funded with private investment. In addition, federal grants are eligible to be applied to projects

that are owned or franchised to private entities, however the eligible federal share of the project

cost is less than comparable state-ownud and financed projects. This disparity contributes

significantly to the biases toward publicly-funded projects

Finally Mr. Chairman, I would like to address a tax proposal, that unlike most tax proposals,

would likely be estimated to raise federal revenue over a five to ten year budget "window."

This proposal, known as 'Public Benefit bonds" is a concept Project America wholeheartedly

supports, and one that we would encourage this committee to review at greater length.

Public Benefit bonds, which were proposed in a 1992 report from the Infrastructure Investment

Commission (IIC), would be a new class of bonds that would encourage voluntary pension fund
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investment to finance infastructure projects such as highways, bridSes sad toll roads and other

projects that fall under a statutory definition of structurer" - and would not be subject to the

state vohame caps on private activity bonds Issuers ofthese bonds would not be subject to

private use rules that apply to tax-exept securities

Public Benefit bonds bring private capital to public infrastructure investment because these bonds

could be sold to self-directed, defined contibution retirement plans, such as 40 l(k) and 403(b)

plans, IRA's and ultimately perhaps, traditional defined-benefit pension plans. Interest on public

benefit bonds earned by retirement fuids would be exempt from federal taxation not only while it

remained in the fund, but also when it was withdrawn during retirement.

In March of this year, Representative Rosa DeLauro introduced HR 3168, "Ie National

Infrastructure Development Act of 1996," which contains a provision to permit public benefit

bonds We support the concept of developing a new investment insrumnnt such as, public benefit

bonds, and encourage the committee to review this issue and consider its inclusion as a pat of the

reauthorizing legislation.

In closing, Mr. Chairman, I would like to acknowledge the Subcommittee's interest in this issue

and offer our continued assistance in devising ways to leverage scarce federal resources to meet

the many challenges of the 21t Century. We will work in cooperation with you and the

transportation industry to achieve the goals you and the menis of the comaitoe will set under

the new legislation.

That completes my prepared stateint. I would be pleased to respond to any questions you may

have at this time, or submit for the record at a later date.
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Mr. Chairman, Members of the Committee and Conrnittee Staff, my name is Michael

O'Connell. I am counsel to the Owner-Operator Independent Drivers Association, Inc. ("OOIDA"

or "Association"). I am accompanied today by Dorsey Musselman, an OOIDA Board Member

and the Chief Executive Officer of the Central Pennsylvania Truckers Association. The Central

Pennsylvania Truckers Association is an organization that serves individual owner-operators and

small business truckers. It has been affiliated with OOIDA for a number of years. My testimony

will deal with the Association's general views on financing of highway construction projects.

Mr. Musselman will provide a description of a very revealing survey of economic activity along

Interstate 80 in Pennsylvania that he recently completed for the Owner-Operator Independent

Drivers Association.
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The Owner-Operator Independent Drivers Assn., Inc. is the national trade association

representing the interests of small business truckers at both the federal and state levels. OOIDA

is a not-for-profit corporation incorporated in 1973 under the laws of the State of Missouri, with

its principal place of business in Grain Valley, Missouri. OOIDA consists of more than 34.000

members. These members are small business men and women in all 50 states and Canada who

collectively own and operate more than 52,000 individual heavy duty trucks and small truck

fleets. Owner-operators represent nearly half of the total number of Class 7 and 8 trucks operated

in the United States. The mailing address of the Association is:

Owner-Operator Independent Drivers Assn., Inc.
P.O. Box L

Grain Valley, Missouri 64029

The Association represents the views of small business truckers on a number of issues that

affect them in all aspects of regulation of the trucking industry. Its representatives serve on

various committees of the National Governors' Association, the Commercial Vehicle Safety

Alliance, the Professional Truck Driver Institute of America, the American Association of State

Highway and Transportation Officials, and other groups involved in highway safety and trucking

regulation. It has participated in a number of hearings before the Committee on matters of

interest to its members. The president of OOIDA serves on the U.S. Department of

Transportation's National Motor Carrier Advisory Committee. The methods used to finance the

nation's highway construction and maintenance have a direct impact on the costs that OOIDA's

members bear in operating their businesses. Further, through the taxes already paid into the
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Highway Trust Fund they have already made a significant investment in the nation's

infrastructure.

In an era of reduced fiscal resources and escalating construction and maintenance costs,

the wise use of investments in our highway infrastructure has taken on a far greater significance

than when the original Interstate and Defense Highway System was built. In fact, at least one

commentator has suggested that if the United States were to undertake construction of the current

interstate highway system today, it would likely be unable to do so because it would be

prohibitively expensive.

The vision that created the interstate system was driven by the need to move people and

goods in a safe and efficient manner throughout the country. While the country is moving

towards a service-based economy, it remains heavily invested in the production and importation

of various goods. Those goods are, to a very large extent, delivered by the trucking industry.

In fact, a colleague in the industry is fond of saying "if you live in it, eat it, read it or wear it,

it came to you by truck." Therefore, highways vll continue to form the key infrastructure need

of the country.

Because available resources have been diminished at the same time the costs have

escalated, it is important that available highway funds be used prudently. For that reason,

OOIDA generally supports allowing the states the maximum flexibility in making highway

investments. Recent innovations introduced in the Intermodel Surface Transportation Efficiency

Act and the National Highway System Designation Act have allowed the states more latitude in

spending highway funds. OOIDA agrees with these innovations, but it does not support

abdicating the federal role of oversight of spending on the National Highway Syste._. The
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Association fears that to do so would permit the system to become le.s efficient and would

actually impede interstate commerce.

While the Association favors permitting the states to have flexibility in highway funding.

it is very concerned with any increase in reliaon tol ras a mechanism for new

construction or expansion. OOIDA feels that the federal government has an obligation to build

and maintain a highway system that facilitates commerce among the states. Indeed. the

Constitution grants the power to the Congress to establish post roads in Article 1. Only at the

federal level can there be meaningful assurance that a uniform national system will result.

The Association's concern with increased reliance on toll roads arises in two areas. First,

all citizens are required to pay both federal and state fuel taxes for fuel consumed by their

vehicles as well as the tolls themselves. Second, toll roads create substantial safety hazards. Any

increase in the reliance on toll roads will magnify both problems.

The fuel taxes paid at the federal level are to be placed into a Highway Trust Fund

specifically designated for the construction and maintenance of highways. The Association

believes that all construction and maintenance activity should be carried out using funds from the

Highway Trust Fund. These taxes are the purest form of user fees. Further, the Association

agrees with the House of Representatives that, as such, they should be taken off-budget.

When toll roads are utilized, there is no abatement for taxes imposed for fuel. Rather,

persons using toll roads are doubly taxed in that they must pay both the toll and the fuel tax.

There is a serious question on the part of many in the trucking indu.,'y as to whether this double

taxation is equitable, or indeed even legal. Fuel taxes are abated at the federal level for "off-

4
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road-use" specifically because they are designated to go to the Highway Trust Fund and the use

is not related to roads constructed from the Fund.

The theory of the Highway Trust Fund is that the users of highways constructed and/or

maintained from the Fund will pay for the construction and maintenance through the fuel tax.

If that construction and maintenance is to be paid for through the collection of tolls. a strong

argument can be made that the fuel tax should be inapplicable as the toll road is (at least in

theory) being financed from funds other than those from the Highway Trust Fund. The

Association does not object to private construction of toll roads; however, the experience with

privately constructed toll roads has been mixed at best.

It has also been the experience of OOIDA members that onc a toll road is co tructed.

the tolls constantly escalate. In many cases, these tolls should decrs. original cost of

construction of the road is amortized. Once the road is paid for, the tolls should only cover

maintenance and administrative costs or be removed.

The second reason for the Association's opposition to toll roads is that they present

substantial safety risks for the users. There have been several tragic accidents at toll plazas that

span highways. Indeed, some states have eliminated these facilities as a result of the safety risk.

In addition, these facilities tend to back up traffic and cause congestion. Even when they are

placed at exits, toll facilities can present an unsafe situation.

It has been suggested that one way of avoiding the toll booth safety issue is to utilize

Intelligent Highway System technology as a means of toll collection. OOIDA has been the most

vocal critic of the use of this technology in the trucking industry. While the technology may

provide a very effective and efficient means of collecting revenue, it raises what the Association
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views as insurmountable constitutional concerns. Most of the Intelligent Highway System

technology permits real time monitoring of private citizens. While there may be some benefit

from this technology in private applications, the Association does not believe that its use by the

government would withstand constitutional challenge.

There are many benefits from highway construction that go beyond simply moving goods

and people. In assessing the public benefits from a sound highway system, these benefits must

also be considered when assessing the costs of highway construction and maintenance. When the

legislature of the Commonwealth of Pennsylvania was considering the possibility of turning that

section of Interstate 80 running through Pennsylvania into a toll road, OOIDA undertook a study

of that highway segment. The results of that survey showed a vibrant economy that had

developed in the wake of construction of the highway.

When Interstate 80 was constructed through Pennsylvania and opened in 1972, there was

one truck stop along its length. The area was deeply rural in nature with little prospect of

development. In 1996 there are 170 businesses within one-half mile of interstate exists along that

route. These businesses employ approximately 4,480 people and generate sales tax revenues for

the Commonwealth of Pennsylvania in excess of $6.5 million per year, and nearly $34 million

from fuel taxes. This economic activity and growth in that region is directly linked to the

construction of the intestate highway segment. The economic stimulus provided by new road

construction, which is an important part of the economy in many locales, does not occur with toll

roads that have only very limited entrance and exit points and generally provide services at

plazas. This also creates a monopoly situation in which prices for fuel and services are higher

than average.



As the nation moves beyond the Interstate and Defense Highway System towards the

newly designated National Highway System, OOIDA feels that it is imperative that the Congress

maintain the focus on an integrated, national transportation system. This goal is best

accomplished with a strong federal role, and public funding through existing funding mechanisms.

including the Highway Trust Fund. While the states should be permitted maximum latitude and

flexibility in the way in which they spend highway funds, the current funding mechanisms should

be retained and toll roads should be rejected as an alternative.

Thank you for the opportunity to appear today.
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Introduction

Good morning, Mr. Chairman and members of the House Subcommittee on Surface
Transportation. My name is Gerald Pfeffer. I'm a Senior Vice President with United Infrastructure
Company in Chicago. UIC is a partnership formed by subsidiaries of The Bechtel Group and Peter
Kiewit Sons', two of the most respected names in the construction industry.

Bechtel, a San Francisco-based global corporation, is the largest engineer/constructor in the
United States. Kiewit, based in Omaha, built more lane-mi!es of the Interstate Highway System than
any other contractor.

With me this morning are Ms. Edith Page, a transportation expert in Bechtel's Washington
office, and Mr. Steven Braesch, our Vice President for the Eastern United States. My partner, Ralph
Stanley, who served as head of the Urban Mass Transit Administration during the Reagan years,
sends his regards.

We sincerely appreciate the opportunity to share with this subcommittee our views on
public-private partnerships and our experience with some real world examples.

At UIC, we're active in three areas: toll roads, airports and water facilities. We develop,
finance, own and operate projects in each area. This morning, I'd like to use our recent experience
with toll roads to make three key points:

* Public-private partnerships can supplement limited public funds.

0 American motorists will gladly pay market prices to avoid congestion.

• Federal leadership is needed if the traveling public is going to realize the maximum
benefit from the partnership concept.

The situation today.

First, let me characterize today's situation:

We're truly at a crossroads. While our growing population is driving more miles than ever,
they're driving the most fuel-efficient cars in history. That means more wear and tear on our
highways, but lower gas tax revenues. And the tax revolt shows no sign of ebbing. The bottom line:
Many states can't afford to maintain their existing highways, much less build new ones.

Furthermore, many states choose to spreee ad around" the funds they have, which makes thL
largest projects that much harder to realize. The political wisdom of satisfying the needs for a
number of widely-distributed small projects instead of one big one is obvious. But we all pay a
hidden tax for these decisions: It's called "gridlock." Gridlock dulls our economic edge and erodes
our quality of life.

There is a solution. There's a large pool of private capital available, and investors are always
on the lookout for projects that offer adequate returns on investment. In the last six years, our parent
companies have arranged over $10 billion worth of financing. Billions more are available, for the
right opportunities.

Page IFiS60716P.D,('.. 16JuM9 1703
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Furthermore, if we do not act now, much of this capital will be directed to projects overseas.
It's estimated that Asian countries alone need a billion dollars a week to upgrade their infrastructure.
Many nations, from China to Mexico to Hungary, are relying on private financing to modernize and
make their economies more productive. It's ironic that much of this money comes from U.S.
institutions. Every billion we invest creates an estimated 20,000 jobs. Isn't it time we look for ways

to keep this capital in the United States?

In the Intermodal Surface Transportation Efficiency Act of 1991, Congress took the first

steps to encourage private financing.

I'd like to share with you some of our recent experience on two projects that show what can

be done, given legislative backing: the 91 Express Lanes in Southern California and the Tacoma

Narrows Bridge in Washington State.

Case Study: 91 Express Lanes

In addition to my responsibilities with United Infrastructure Company, I have the privilege of

serving as the Managing Director of the California Private Transportation Company, a partnership
formed by subsidiaries of Peter Kiewit Sons', Cofiroute Corporation and Granite Construction
Incorporated.

CPTC holds a franchise awarded by the California Department of Transportation (Caltrans)

to develop, finance, construct and operate the 91 Express Lanes. This is one of four privately-

financed transportation projects authorized by the California Legislature in 1989, and the only one

completed to date. (I'd be remiss if I did not point out that California's legislation was sponsored by
Assemblyman Bill Baker, who is now a member of this subcommittee.)

We've added four lanes in the median of the existing Riverside (91) Freeway, over a 10-mile

stretch from Anaheim in Orange County to the Riverside County line. This $126 million project is

America's first toll road to be privately financed in over 50 years and the world's first fully

automated toll facility. It also represents the first use of true congestion pricing in the United States.

We developed the 91 Express Lanes in partnership with Caltrans and the Orange County
Transportation Authority. We especially appreciate the encouragement we received from the Federal
Highway Administration.

We began operations in December, 15 years before state funds would have been available.

By building a $2 million temporary bridge at a key interchange, we were able to shave 13 months off

the state's original schedule.

The 91 Freeway carries over 255,000 cars a day. Before we opened, traffic operated at Level

of Service "F" - essentially stop and go - six hours each workday. During peak hours, our

customers save an average of 20 minutes per trip. Even those who choose to stay on the adjacent free

lanes benefit, since traffic on those lanes is flowing better than it has in years.

The 91 Express Lanes is a toll road without toll booths. Electronic transponders are used to

deduct tolls from customers' prepaid accounts while drivers speed along at 65 miles per hour. With

more than 50,000 transponders in circulation, we're months ahead of plan, and over a hundred

applications arrive each day.

HS60716P.DOC 16JA96 1703 Page 2
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Our customers are thrilled with the project. Two indicators of customer satisfaction:

1 believe 91 is the only toll road in the world that offers its customers a guarantee. If at
any time you're unhappy with the service on the 91 Express Lanes, return your
transponder and we'll refund your deposit and the tolls paid for your last five trips. In six
months of operation., only one customer has asked for that guarantee.

0 We recently asked our customers what we could do to improve the 91 Express Lanes.
Their most frequent request? "Make it longer!"

By the way, there's not a dollar of federal or state money in the 91 project. In fact, we're
going to pay the state about $120 million over the next 35 years for maintenance and police services
that would otherwise have been paid by California taxpayers.

Case Study: Tacoma Narrows Bridge

The Tacoma Narrows Bridge, located on State Route 16 in Pierce County, Washington, is
the primary link between the Seattle-Tacoma metro area and the scenic Olympic Peninsula.

The first bridge at this site was destroyed by aerodynamic problems soon after it opened in
1940. The existing four-lane, 2,800 foot, suspension bridge was completed in 1950.

Recent growth has led to increased traffic on the bridge. Congestion lasts for three to four
hours each day, costing motorists over 500,000 hours of lost time every year. Over 80,000 vehicles
use the bridge each day. That's expected to grow to 108.000 vehicles by 2010.

In 1993. legislation was adopted authorizing the Washington State Department of
Transportation (WSDOT) to select up to six proposals for the private financing of transportation
facilities. A year later, WSDOT selected our company over two competitors to negotiate a franchise
for improvements in the SR 16 corridor.

During 1995, Washington legislators began to have second thoughts about the public-private
program. In an effort to stop two other toll roads that had become controversial, they adopted
changes which required most projects to undergo local advisory elections.

This year, the legislature authorized WSDOT to contract with our firm for technical,
financial and environmental studies for the SR 16 corridor. We're pleased to be able to continue to
work with WSDOT on this important project.

Key Legislative Provisions

In our experience, private funds can help to reduce gridlock. Americans will accept new
methods of financing and operating our highway 'system. But to make more of these projects a
reality, we need additional enabling legislation. We urge Congress to include the following
provisions in the ISTEA reauthorization bill:

1. Encourage states to adopt the public-private concept. Incentives could include:

. Increased flexibility in the timing and use of federal cash flows,

Page 3HS60716PDOC 16 Jul 96 1703
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• Expanded access to federal credit enhancement mechanisms, and

* Additional authority and funds to expand the State Infrastructure Bank program as its
efficacy is proven.

2. Authorize the use of (oil financing on new and reconstructed segments of the Interstate
Highway System.

3. Encourage standardization of public-private franchise terms.

4. Ensure that project approval procedures used by federally-financed planning organizations
provide the flexibility needed for innovative funding methods.

5. Encourage federal, state, regional and local agencies to streamline their environmental
permitting procedures.

6. Require that provisions for toll operation be included in all applicable federally-mandated
cn% ironmental impact studies.

7. I nourage the adoption of national standards and cross-state violation enforcement methods
tor automatic vehicle identification systems.

V hek such authority is outside the scope of the ISTEA reauthorization, we urge Congress to

restore i,,s to tax-exempt debt for privately-financed transportation projects.

In adJition, we urge this subcommittee to support HR 1907, which will clarify the status of

privately -financed transportation facilities constructed in federally-financed rights-of-way.

Conclusions

As head of a company that invested millions to reduce gridlock on one of America's busiest

freeways, I can say without hesitation that public-private partnerships offer a win-win-win
opportunity.

* They're good for the public sector,

* They're good for private investors, and

* Most of all, they're good for our nation's motors'.

There's plenty of private capital available for the right projects. What's needed is additional

enabling legislation. By encouraging the states to pursue public-private partnerships, Congress can

trigger billions of dollars of private investment to help solve some of America's most intractable

transport problems, long before public funds could become available.

Thank you for allowing us to share our views with you.

I'd be happy to answer any questions.

HSM716PDOC IGJ96 17W Page 4
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Case Study:
91 Express Lanes

APartlemwilp of soillel sad Kiewit
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Fact Sheet
The 91 Express Lanes
Fast, Safe, Reliable - Satisfaction Guaranteed

On July 27, 1993, ground was broken on the 91 Express Lanes"", a $126 million,
privately-financed project adding two toll lanes in each direction to the Rherside
(91) Freeway in Orange County, California. The world's first completely
automated tollroad will offer motorists a fast, safe, reliable alternative to the
adjacent gridlock.

The 91 Express Lanes is one of four projects awarded after a competitive
selection process authorized by 1989 state legislation to explore the potential of
privately-financed toll roads. The 10-mile facility is located in the freeway median
between the Riverside County line and the Costa Mesa (55) Freeway.

The 91 Express Lanes have been developed under a franchise agreement
between the California Department of Transportation (Caltrans) and California
Private Transportation Company (CPTC), tho project's private developer and
operator. CPTC is authorized to collect tolls for 35 years beginning with the
completion of construction, after which the project reverts to state operation.

In addition to the project's capital costs, California taxpayers will save an
estimated $120 million overr the life of the agreement in maintenance, law
enforcement and operations costs - costs which would otherwise have been
borne by taxpayers. The award-winning project involves no state or federal funds.

ilt~ed-mosb braup~tr i uwe

For a&0bOW M on M se Car
Cmk'n Pr1w Trspori w Ceow4"
P.O. Box 9191
Corona. CA 91718-9191
(714) 637-9191 - Fax (714) 637-9266

The Project

Background

" 
A 
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Fact Sheet

The Project Team

Route 91

Key nnovaton-
Vule Pricing

Key Innovation -
Electrk Toll Colicto

The 91 Express Lanes are operated by CPTC, a California limited partnership
formed by subsidiaries of Peter Kiewit Sons' Inc., Cofiroute Corporation and
Granite Construction Incorporated. CPTC has contracted with Caftrans and
the California Highway Patrol for maintenance and police services,
respectively.

Within the regkxo, the Riverside Freeway is a major commuter link between
residential and employment centers in Orange, Riverside and San Bernardino
counties. From 1980 to 1994, the existing elght-lane freeway experienced a
compounded traffic growth rate of 6 percent per year. Today, the 91 carries
more than 255,000 vehicles per day; at peak hours, the facility is operating
beyond its design capacity. Traffic demand forecasts for 2010 range from
330,000 to 400,000 vehicles per day.

The 91 Express Lanes will be America's first full Implementation of Value
Pricing - a concept transportation planners, economists and environmental
groups have long contended would keep traffic flowing more smoothly.

The idea is as straightforward as it is flexible. Value Pricing relies on user fees
tat iary to reflect the changing value of congeston relief. For example,
motorists will likely place a low value on use of the 91 Express Lanes In the
midde of the night, when the adjacent freeway lanes are uncrowded. On the
other hand, the new lanes -will have a high value during rush hour, when traffic
on the free lanes nearby are crawling alon, bumper to bumper. Tolls which
vary in response to these changing levels of demand are expected to keep the
91 Express Lanes free-flowing at all times. The Value Price tolls for the
Express Lanes currently range between 25 cents and $2.50, depending on
time of day.

The toll road witiou toll booths'. The other key component of the
91 Express Lanes Is cuing-edge technology applied to collecting tolls
automatically. This system, called FasTrakT, uses overhead radio readers
and a small, windshield-mounted transponder that allows customers to use
the Express Lanes without stopping at toll booths.

The wallet-sized FasTrak transponder can easily be moved from car to car.
The system can handle more than 2,500 vehicles per hour per lane, and can
recognize vehicles at over 100 mph. The units exceed California's statewide
standards.

31 Iqe Laim &W t d m ad vM W efte lW e The &W "a bm US" 90atee iw t* a m wt b d
Ca~se a TwlaCewW FeTitbe nd~et TqrdfTr Cue Agqitt *CPTC tft Aid" e
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91 Express Lanes

Congestion relief for one of California's busiest highways. Tne $726 milon,
privately-financed project adds two lanes in each direction in the freeway
median. The 10-mile project was completed within budget, 13 months ahead of
the California Department of Transportation's original schedule.

Easing a regional bottleneck. The Riverside (91) Freeway links commuters
from Riverside and San Bernardino counties to jobs in Los Angeles and Orange

Counties. Over 255,000 vehicles use the freeway every day. Before the new
lanes opened, congestion lasted more than six hours.

Page 1
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91 Express Lanes

'. .4

It J[

A true pubic-private partnership. Made possible by a 1989 law authorizing
Caltrans to enter into up to four demonstration projects, the 91 Express Lanes
benefited from strong local support, committed state and federal agencies, and
credible private sponsors

America's first congestion-priced toll road. To maintain free-flow conditions,
tolls vary from 250 during off-peak periods to $2.50 during the most congested
hours. During peak hours, motorists may save 20 minutes or more each way.

Page 2
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91 Express Lanes

, q

A
Toll road without toll booths. TM To avoid the congestion of traditional toll
plazas, tolls are collected electronically at highway speeds via windshield-
mounted transponders. The project is the world's first fully automated toll road.

Transponder distribution. Customers may order their transponders by mail or
visit the Customer Service Center.

Page 3
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91 Express Lanes

I

Non-stop toll collection. Electronic sensors mounted above the Express Lanes
"read" each cars transponder in 1/30th of a second A computer then deducts
the appropriate toll from that customer's prepaid account

Toll Zone. Any transponder-equipped car or light truck may pay to use the
Express Lanes. Carpools with a transponder and three or more occupants ride
free by driving through a third lane (closest to the camera) for visual verification.

Page 4
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n building. A roadside observer verifies carpool occupancy.
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4

Law en.'orcement. Toll violators may be stopped by the California Highway
Patrol or ticketed by mail. The 91 Express Lanes pay for all police and
maintenance services.

Page 5
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91 Express Lanes

Traffic Operations Center. Supervisors and state-of-the-art computers monitor
traffic conditions via 35 TV cameras and hundreds of in-pavement sensors.

A tfi-

Customer service and safety. Disabled vehicles are assisted by a fleet of
privately-funded tow trucks.

Page 6
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A Toll Road in California Offers
A High- Tech Answer to Traffic

By B. DRUMMOND AYRES Jr.

YORBA LINDA, Calif., Jan. 1 -
The section of the Riverside Free.
way that runs past this Orange
County community, hometown of
Richard M. Nixon. is one of the busi-
es: stretches of highway in the Los
Angeles region, which means it is
among the busiest stretches of high-
way anywhere in the world,

Other freeways dump extra traffic
onto both ends of the stretch, and the
result is an old Southern California
tale of road woe: traffic can clog the
10-mile-long bottleneck at any time.
and during rush-hour gridlock is a
sure thing that can routinely cost
commuters an additional 25 to 35
minutes of stop-and-start travel
lime.

But as of last week, the-bumperto-
bumpet gridlock on the freeway.
also known a; State Route 91, began
to improve - for those willing and
able to pay for it.

In what transportation specialists
say is a bold experiment in traffic
management in the state that made
traffic management both an art
form and an oxymoron, a private
company has opened a brand ne-v
toll road, the most high-tech highway
ever built anywhere, smack in the
median of the old jammed road And
the company, California Private
Transportation, guarantees any and
all commuters willing to pay the
price a delay-free, 65-miles-an-hour

ride through the bottleneck
Or your money back.
The price?
An insignificant 25 cents for a one-

way trip in the middle of the night,
but a hefty, think-twice $2.50 for a
trip during the middle of the rush
hour. which in the Los Angeles basin
actually lasts a good three hours.

The fare is collected electionical-
ly, this being the ultimate space-age
highway, with no delaying toll lanes
or toll booths.

All vehicles using the road must
carry a prepurchased windshield
transponder that sends a coded sig-
nal to a computer whenever the vehi-
cle rolls onto the road. The computer
records the identity of the car and
the fare in effect at the time of
travel. Then, periodically, bills are
sent to the driver's home, credit card
company or bank.

The small print?
Though the new four-lane road will

rely mainly on computerized traffic-
monitoring devices and the we'll-
bill-you-later toll system to make

Continued on Page A7, Column 5
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Toll Roads in Comeback
As an Answer to Traffic

Continued From Page AI

good on its money-back guarantee to
keep traffic moving without delay.
its ultimate quality control device
will be its toll schedule, posted prom-
inently for all to see on overhead
entrance signs.

If at any point over several
months, traffic on the road becomes
so heavy that delays begin to occur,
fares will be raised for that travel
hour until some of the overload shifts
to the old road, however jammed its
eight free-of-charge lanes might al-
ready be.

"Once again California is leading
the way for the whole nation in
ground transportation," James W.
van Loben Sels, director of the Cali-
fornia Department of Transporta-
tion, said at Wednesday's ribbon-cut-
ting ceremony that opened the new
$126 million road, built at the compa-
ny's expense with state approval.

Gerald S. Pfeffer, the managing
director of California Private Trans-
portation, takes a similar, though
more business-oriented, view of the
road, which stretches through a se-
ries of sunny bedroom communities
from the Riverside County line on
the east to State Route 55 on the west.

"We're another example of pri-
vate enterprise filling a gap in gov-
ernment services - the Federal Ex-
press of roads," he said on one of his
daily inspection tours. "Some driv-
ers need and are willing to pay for
guaranteed overnight delivery. Oth-
ers don't have to get there overnight
and are willing to take their chances
with a postage stamp. You get what
you pay for, the great American
way."

13ut some questions have been
ra sed by environmentalists and
gr-cwth control advocates about
whether adding still more highway
capacity is the right approach to the
commuting problems of California
or 0e nation And here and there,
some defenders of the needy have
raised questions about whether the
new road might "price the poor out
of the fast lane."

Mr. Pfeffer counters that high-
ways cannot be ignored as part of the
transportaLon mix, and that his pri-
vately built and operated road, while
not free, lightens not only the tax
load on poor cltiens but also the
traffic load on the jammed parallel
road that their economic status
might force them to use.

"What could be fairer or more
American?" he argued. "Anyway,
most toll roads in this country don't
offer drivers a genuine alternative.
just yards away."

CALIFORNtALOS ANGELES SA

A private variable toll road runs in
the median of Route 91.

He noted tat like many major

American highways, especially Cali-
forni, hit"ways, the Riverside Fr-e-
way, .:,eady clogged with 270,000
vehicles daily, anticipates a 50 per-
cent increase in traffic over the next
15 years. At the same time, he point-
ed out, taxpayers are demanding bet-
ter roads but increasingly are resist-
ing paying for them, just as the Fed-
eral Government is beginning to cut
back on construction aid.

"We see the private toll road mak-
ing a comeback in this country.
Transportation departments in Vir-
ginia. Minnesota. Texas and Wash-
ington State already are talking
about adopting our concept and other
va rations."

In fact, some private toll roads
have recently been completed in oth-
er areas of the county, including one
in Northern Virginia. But they are
mainly the traditional type of toll
road, designed to stretch an old road
to a new point; they do not use paral-
lel lanes to compete for the old road's
jammed-up traffic.

Besides being the first private toll
road to compete with an adjacent
free public road, the new road here is
also the world's first fully automated
toll road. relying not just on tran-
sponders to collect fares but on other
space-age devices to guarantee us-
ers a smooth, safe ride.

Midway along the road, engineers
and safety officials sit in a darkened
situation room. 24 hours a day, moni-
toring movement on every inch of
the road with remote television cam-
eras. as well as various combina-

tions of lasers and computers, to
alert the authorities to problems.

The vehicle windshield transpon-
ders required of all travelers are
about the size or a deck of cards and
can be obtained by mail or at toll
road offices by putting down a $40
deposit that will be credited toward
the bill. Whenever $30 in tolls has
been rung up, bills go out.

And what if a vehicle without a
transponder enters the road?

The sensors note that and, depend-
ing on availability, a highway patrol

'Another example
of private
enterprise
filling a gap.'

car may give chase - and then a
ticket or a warning. But if no patrol
car is immediately available, an
overhead television camera, which
constantly records an image of all
cars entering the highway, separates
out a special shot of the violator,
including an enhanced close-up of the
rear license plate.

A warning or a ticket Is then
mailed to the vehicle's owner, with
fines starting at $100 for the first
intentional violation and rising to
50 or more for multiple violations.

Standing in line here at a newly
opened tollway office that was taking
orders for transponders, Bonnie Lutz
was almost joyful about the prospect
of driving the new road.

"For years," she said, "I've spent
the better part of every Friday and
Sunday afternoon fighting that old
highway, losing precious time that I
could spend with my family at our
mountain place. And all during the
week, Chris, my husband, fighLs it.
lising time, and money, because he's
a salesman. Thirty dollars in tolls a
week? Chris can more than make
that up after this with the extra sales
he'll have time to fit In."
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Hassle-Free Commuting
One of the great and seemingly un-

solvable problems of contemporary
life is traffic congestion. Clogged rush-
hour highways are a bane everywhere.
The Federal Highway Administration
reports that governments at all levels
are spending S16 billion a year less
than is required to keep the existing
highway system maintained properly.
Almost no money is available to build
new highways in high-growth ai eas. A
private-sector solution to this mess has
just appeared in Orange County, Cali-
fornia, where the state's first private
toll road just opened.

The 10-mile, four-lane project runs
along the center of the congested
Riverside Freeway. Its use of state-of-
the-art technology allows the owners
to give commuters a money-backguar-
antee of a delay-free, 65-mile-an-hour
trip that won't require any stopping at
toll booths. Motorists use special
transponders the size of a pack of play-
ing cards that automatically debit the
tolls from their accounts. To help en-
sure there are no delays, tolls are
keyed to demand. A trip late at night
will cost 25 cents. Rush-hour travel
will cost $2.50.

The road is a godsend for many of
the 270,000 people who use the River-
side Freeway every day. Traffic is so
horrendous that some Riverside resi-
dents who commute to jobs in Orange
County have to get up at 4:30 a.m. to
get to work. "Some people will now get
home an hour earlier to spend time
with the kids," says Gerald Preffer, di-
rector of the California Transporta-
tion Company, the private firm that
built the $126 million road.

The road was built at no cost to tax-
payers. Its financing was all private
and included bank loans and other
long-term debt that will be paid back
from toll revenue. Motorists are wait-

ing up to two hours to buy transpon-
ders at CTC's offices.

Private toll roads are at the fore-
front of efforts to "reinvent" the high-
way. The Reason Foundation's
Robert Poole, who sits on California's
Commission on Transportation In-
vestment, says other services could
soon be offered on private lanes adja-
cent to existing highways, including
route guidance, on-road electronic
yellow pages and high-speed "pla-
tooning" of vehicles.

The American Highway Users Al-
liance believes the streamlined pro-
curement and construction proce-
dures of private roads will vastly im-
prove on the operations of state-run
turnpikes. It notes that the U.S. is a
laggard when it comes to private
roads. The most modem highways in
France and Italy have long been pri-
vate toll roads. At least a dozen other
countries have built them, and even
Germany is considering tolling and
privatizing its famed autobahns.

In the U.S., 12 states have passed
laws authorizing private toll roads,
but only a few have enabling laws that
make such investments attractive.
Even then, careful planning is re-
quired. The Dulles Greenway private
road opened in Virginia last Septem-
ber, but traffic has fallen below expec-
tations. A major reason is the Dulles
road doesn't offer nonstop electronic
toll collection or deep discounts for off-
peak use, though both are planned.

Gasoline taxes are an inefficient
way to channel money to highway con-
struction, and that revenue is stag-
nant because better fuel economy now
means Americans are buying 10%
fewer gallons of gas than in 1975. Any-
one who crawls through a rush hour
today has to wish success for Califor-
nia's new high-tech private highway.
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lanes on Highway 91 between Riv-
erside and Anaheim. Like the car
pool lanes In Riverside County, the
new 2 5jmlle section Is for vehicles
with two or more passengers

Sch6elles, the Moreno Valley
commuter, decided to use the toll
lanes when she heard a radio
traffic report at about 5:20 p.m.
saying eastbound traffic was
backed up through Santa Ana Can-
yon because of motorists slowing to
look at an accident In the west-
bound lanes. She said she made It
home from Fullerton in 55 min-
utes, about 25 minutes faster than
her pre-tollway commute.

Reaction to the toll lanes was
mixed at a Corona gas station
before the noon opening.

"I pay taxes for highways," said
Jason Bangma, an installer for a
solar heating company in Corona.
"Why should I have to pay more
money if I want to avoid traffic
congestion?"

Jim Armijo of Corona said there
is no reason for him to use the toll
lanes because he leaves for his job
as a firefighter in Gardena at 5
a8m.

"The traffic moves that early,"
Armnjo said. "If I left later I would
pay."

Officials said traffic on Highway
91 was unusually light Wednesday
morning. However, eastbound traf-
fic on the tree lanes slowed to a
crawl during opening ceremonies
in the center toll lanes.

Watts, whose responsibilities In-
clude overseeing the California
Highway Patrol, said flashing
lights on a Highway Patrol car in
the toll lanes adjacent to the cere-
mony may have been partly re-
sponsible for the traffic jam

"I asked them to turn the lights
off, but was told that they were
directing traffic away from the
ceremony," Watts said. "I defer to
their expertise on traffic control."
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autos 

and 
about 

15
percent 
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er 
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cles C
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pared w
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a w

eekday last
July.

El 
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o
t
h
e
r
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p
e
r
t
s

w
arn, 

how
ever, 

that 
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m
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m
ay 

not last 
lie said il w

ill take
about 

six 
m
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to 

g
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picture of 
the bcncfits.

.vuioed 
H

ighw
ay

91 m
ay 
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to 

the 
freew

ay.
C

om
m

uters w
ill use the new

found
tim

e to Sleep later before 
leaving

in the m
orning. T

he densest hours
of 

traffic 
could 
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to 
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form
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E
ventually. grow

th expected to
double W

estern R
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In 
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In the m
eantim

e, how
ever, com

-
m

uters like M
ike Law

s are sm
iling.

"T
w

o thum
bs up," he said. Law

s
drives a van pool of 12 com

m
uters
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 C
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to

 E
l S

egundo. 
The

trip
 that once took him

 an hour and
a half now
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g
u
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about using them
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L
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side. 
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ou 
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w
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It's like 
to
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e 

to a screeching 
halt."

B
ut It appears to be better on the

otaer 
side, 

too. 
C

om
m

uters 
are

reporting big decreases In the tim
e

it takes them
 to use those lanes for

free. E
l H

arake sold that C
altrans

has 
noticed 

the decrease, too.
Rick Barker 

has used the toll
lanes 

about 
10 tim

es 
since 

they
opened Dec. 27 between the R

iver-
side County line and llighw

ay 55 In
Anaheim

, but the traffic has been
so light In ilte free lanes that "on
every single occasion I've thought.
'Dam

n. I just threw
 away $2.50.'"

Barker Is not too sad, though. H
is

drive from
 

Tem
ecula to O

range
once took him

 two hours. Now he
can 

do It In an 
hour 

and 
five

m
inutes. "I gained two weeks of

m
y life a year."
Since the toll lanes opened, "I'll

tell 
you. 

right 
now, 

com
m

uting
from

 Tem
ecula Is not a problem

.
And 

I h
o

p
e to 

r-tl 
you 

three
m

onths from
 now and say. 'H

ey.
It's still not a problem

.'"
Barker 

questions 
the 

success,
though. He wonders If sim

ply end-
Ing 

the 
construction 

of 
the 

toll
lanes 

that 
clogged 

the 
freeway

m
ade the biggest difference.
Corona 

officials 
have 

clocked
big drops in the tim

e It lakes to g
et

through the city on H
ighw

ay 91.
It once took 30 to 45 m

inutes to
drive 

10 m
iles 

from
 

M
cKinley

Street to H
ighw

ay 
71 during the

&
 Cal fornia P

rivate
T

ransportation Co. F
G

reg Hutslzer, general m
anager

C
alifornia Private

Transportation C
o

.

westbound m
orning 

rush.
Tw

o weeks after the toll lanes
opened, driving the sam

e stretch
took slightly less than 10 m

inutes,
'w

hich 
Is essentially free-flow

 con-
ditions." said Steve U

brng. Corona
tranic associate,

Libring hopes the toll lanes re-
duce 

the 
num

ber of 
com

m
uters

using 
neighborhood 

streets 
for

shortcuts around the gridlock.

The num
ber of vehicles In the

toll lanes during the rush is about
half of what w

as projected for the
y
e
a
r
 19
9
7
.

C
onsultants 

for 
C

alifornia 
P

ri-
vate T

ransportation 
C

o. estim
ated

In 1992 that 1,310 vehicles an hour
w

ould 
use 

the 
lanes 

during 
the

m
orning w

estbound rush and 2.480
an 

hour 
during 

the 
hom

ebound
com

m
ute.

C
altrans' 

highest count w
as 787

an hour headed west In the m
orn-

tng and 1.279 an hour headed east
In the 

evening.
B

ut the project is still young less
a m

onth old. P
eople are still sign-

Ing up for 
the transponders, said

G
eneral M

anager 
G

reg 
H

uisizer.

"W
e are very pleased. T

he road
is w

orking just the w
ay w

e said it
w

ould."
D

espite 
im

provem
ents, 

som
e

hard 
feelings rem

ain.
R

iverside 
C

ounty 
officials 

h
ad

expected O
range 

C
ounty 

to build
car 

pool 
lanes, not 

the 
toll lanes

that w
ere 

allow
ed 

b
y C

altrans.
Jim

 
C

rocker sold that 
tw

ice he
has used 

the 
toll 

lanes for 
free

w
hen 

another m
em

ber of his car
pool had a transponder, but he w

ill
not put dow

n even the deposit for
one of the 

transponders.
The P

errtis 
resident believes 
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w

as 
w

rong 
for the 

state to 
let a

private com
pany profit from

 pub-
lic land, the m

edian of H
ighw

ay 91.
A

nd. he said, It Is w
rong to charge

tolls 
for 

lanes 
that 

should 
have

been funded b
y gasoline tax that

everyone 
pays at the 

pum
p.

C
rocker says, how

ever, that the
pressure to

 abandon his pi"ncIpals
can be severe, w

hen he's stuck in
tram

c 
w

hile cars in the 
toll lanes

fly by.
"It's 

really 
tem

pting at 
tim

es,"
C

rocker said.
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Express lane bliss
N The 91 Express Lanes are easily
the best thing that happened in my
life in years.

Last week was a perfect exam-
ple. My job requires me to be in
Orange County at least once a
week or twIce a week. And last
Wednesday it was raining hard..I
left the John Wayne Airport area at
4:15 p.m., got to the toll lane
entrance about 4:45 - and wag
home at 5:15 p.m.

I drove 80 mph past trafc
moving at 5 mph,.and screamed
out loud in utter ecstasy the whole
time. Was It Worth $2.50 to avoid
spending an extra hour or more In'
traffic? Absolutely!

For three weeks now, I've used
the toll lanes. And every time I do,,
I come home feeling victorious -
that's the only way I can describe
It. Having driven that route for 10
years, I kiow what It's like to spend
four hours of my day In bumper-to-
bumper traffic. You come home
tired, and drained; and you actual-
y get accustomed to that. But not

any more - not ine, because I
have FasTrak.

I actually look loi-ward to the
drive home now becus.- of the
emotional rush It gives me for my
$2.50....

GREGORY SMITH
1verslde
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Case Study:
Tacoma Narrows Bridge

United Infrasinctre
A Parteersh~p of Bechtel old kiewit
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Public Private Initiatives in Transportation
In 1993, Washington lawmakers unanimously approved Public Private Initiatives in Transportation
(Substitute Hlouse Bill 1006), a new program to test the feasibility of financing needed transportation facilities
through public-private partnerships. SFIB 1006 is the first legislation to fully implement the innosatise finance
pro% isions of the federal Intermodal Surface Transportation Efficiency Act.

The news la%% authorizes the Washington State Department of Transportation to select up to six private proposals
for negotiations, environmental re% iesv and implementation. In May 1994, II teams submitted 14 proposals
representing more than $4.8 billion in transportation impro,ements. In August 1994. after extensive evaluations
by state personnel and outside consultants, the Washington State Transportation Commission authorized the
Department of Transportation to enter into negotiations \ ith LInited Infrastructure regarding its proposal to
eliminate congestion at Tacoma NarroNs.

Tacoma Narrows: Congesion at its Worst
Fhe 1acoina Narro\%s Brid6e. located on State
Route 16 in Pierce Coun'y, is the primary link
between the Seattle-Tacorna metro area and the
scenic residential and recreational areas on the
01>mpic Peninsula.

The first bridge at !his site \%as destroyed by -j-\. .
aerodynamic problems soon after its completion . . ...
in 1910. The existing four-lane bridge, \with a .-
2800 foot main span, \%as completed in 1950.

Population growth has resulted in increased
congestion along SR 16 and especially on the
bridge Diring peak periods, the bridge operates
at or beyond its design capacity, carrying as
many as 6000 cars per hour. Since there are no
barriers to separate oncoming traffic, drivers
tend to slow as they cross the bridge, adding to
delays.

Congestion lasts for three to four hours, costing
motorists oser 500,000 hours of lost time every
year. Oer 74.000 ehicles use the bridge each
day,. and traffic is expected to increase to
108,000 \chicles by 2010.

State ferries offer the only alterate route across
Puget Sound, and the) don't serve the
desti-.alions of many peninsula travelers.

The existing bridge operates near its design capacity for three
to four hours each day.
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Four Alternatives
united Infrastructure has proposed a systematic approach to reducing congestion on the Tacoma Narrows
Bridge and along the State Route 16 corridor. The proposal includes a menu- of options that can be tailored -

based on ens ironmental, technical. financial and aesthetic considerations - to meet community needs. The
mlenlu includes four distinct aliernatises:

- ,AW" -,. . ,. r v

In this alternated, transportation demand man-
agement methods, including congestion pricing.
movable barriers and cnhanced incident response.
%ould help make better use of the existing bridge.
It may also be possible to speed construction of
HIOV/toll lanes and improve transit sers ice.

Double-decking the existing bridge could yield
substantial cost savings versus other options.
This alternative may also be more acceptable to
preservation and ens ironmental interests.
Because approach roads could be built sithiin the
existing alignment, less right-of-vay ,,ould be
needed and residential impacts could be reduced.

Community Benefits
Inprosements at the Iacoain Narro, s ,kill bring significant benefits to the communit). While there are mixed
sesN s about a major capacity increase at this location. United Infrastructure has proposed a comprehensie and
flexible strateg, to help reach a consensus. The ideal solution %,ould reduce congestion and increase safety on
the bridge, SR-16 and adjacent surface streets, improe transit and carpool scrs ice, and resolve aesthetic
concerns at Tacoma Narros s.

Building Support

LInited !i.frastrucrure has had preliminary discussions v, ith reprcsenitatis cs of sonic of the groups %N hich ba\e
historcall% opposed major capacity expansions along SR 16. Their input helped shape se\reral of the alternives
described abo. e. For example. our transportation demand management strategy offers a "-vin-\,,in' opportunity
because it encourages safer, more ct'ficient use of the existing bridge, Mhile expanding the transit options
as ailable to peninsula residents.
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Under the most optimistic scenario, interim portions of the transportation demand management alternative
could receive expedited environmental approval and go into construction ssithin months of execution of an

agreement, sshile maintaining the momentum of long-term studies now in progress.

A ne\ suspension bridge (similar to the existing
structure) %s ith a center span of 2.800 feet appears
econoniicall\ feasible l[he design should blend
soith but not replicate the existing bridge, due to)
design ad\ ances since the existing bridge ,, ai
constructed. 'I his alleritatise should pro\ ide drce
eastbound lanes oil the te\ bridge and three
ssestbound lanes on the existing bridge.

A nes cable-stayed bridge ssith a 2,800 foot center
span also appears feasible. IFloseser, its tossers
could be as high as 800 feet. compared to 500 feet
for the existing bride. Ihis alternatis.e \ould also

pros ide three eastbound lanes on the ne\ bridge and
three ssestbound lanes on the existing bridge.
Approach roads should be ideittical for the cable-

sta)ed and suspension alternati\es.

Corridor Improvements
Depending on the ineiiu options ultinatel\ selected.
a v. idc saricts of inprose.ments could be pro\ ided
along the SR- 16 corridor, IhewS include:

" I I(V toll lanes. ramp nteters and I ()V h pas
lanes from t)A nipic Dri\ c to Intcrstate 5.

" L nhanccd tralic tnanagentcii techniqUes,

including congestion pricing, increased State
Patrol presence, aid incident response teams

Impro\ cd transit access, including quality) long-
haul sers ice, park and ride facilities, expanded
maintenance facilities and pro\ isions For future
fixed 0guidesa, (i e.. light rail) s\stens.



853

United Infrastructure

United Infrastruclure is a partnership of Bechtel Enterprises and Kiewit Diversified Group, fbrmed in response to

growing shortfalls in traditional funding sources. Our mission is to develop, finance and operate transportation

and environmental infrastructure projects in partnership with public agencies.

Eliminating congestion at the Tacoma Narrows will involve a wide range of parallel activities...huilding

consensus among local groups with conflicting agendas; dealing with a host of environmental, historic

preservation, design and construction issues; and lining up money on Wall Street. Leading a multidiscipline team

with the skills needed to deal with these issues is United Infrastructure's business.

Backed by two of the most successful and reputable firms in the construction business, United Infrastructure is

widely considered the most financially capable company in public/private partnerships. During 1993, our

affiliates assisted in financing more than S3.5 billion worth of projects.

United Infrastructure Team

Public-private partnerships such as those encouraged by SHB 1006 require a wide range of skill;. To meet these

diverse needs, United Infrastructure has assembled a world-class team of associates that represent the premier

firms in their field of expertise - bringing the technical know-how and experience needed to complement our

business and financial strengths. Team members include:

Roles Firms

Developer

Construction Contractor

Design Consultants

Financial Advisor

ETTM Systems Integrator

Traffic & Revenue Consultant

Public Finance/Federal Policy

Legislative Advocate

Environmental Consultant

Geotechnical Consultant

Seismic Consultant

Local Counsel

Puhlic Affairs Consultant

United Infrastructure

Kiewit/Bechtel/Monbcrg-Thorscn Joint Venture

Steinman; DeLeuw, Cather & Company; HNTB Corporation; Anne

Symonds & Associates (WBE); The Tsang Partnership (MBE): Lynn

William Horn (MBE); Lin & Associates (MBE); Meredith, Inc. (WBE)

Lehman Brothers

MFS Network Technologies

Wilbur Smith Associates

Apogee Research

Evergreen Policy Group

Shapiro & Associates (WBE)

Shannon & Wilson

Geospectra (MBE)

Preston Gates & Ellis

O'Neill & Company (WBE)

United Infrastructure wvill provide complete development, financing, design, construction, aid operations for

Tacoma Narrows using local resources. We're a part of the community and are committed to the

environmentally-responsible improvement of our transportation system.

For additional information aboud this project, please contact.

Les Books, Vice President

United Infrastructure Washington. Inc.

600 108th Avenue. N.E., Suite 535

Bellevue, Washington 98004

206-450-2700 206-450-2505 Fax

Un fDII INFRASTRUCTURE~IU I WASrnN6roh, INC.

% 4 p., OnRCW Paw 0 f1 P4 LW Am00 1 7
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TESTIMONY BY JOHN R. PLATT, CHIEF OF STAFF

Ohio Department of Transportation
25 South Front Street, Columbus, OH 43215

Phone: (614) 644-8241 - Fax: (614) 466-1768

Before the

SUBCOMMITTEE ON SURFACE TRANSPORTATION

OF THE COMMITTEE ON TRANSPORTATION AND
INFRASTRUCTURE

U.S HOUSE OF REPRESENTATIVES

AT 9:30 A.M.
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I. INTRODUCTION

Chairman Petri, distinguished members of the House Subcommittee on Surface

Transportation, and interested parties, I am John Platt, Chief of Staff of the Ohio

Department of Transportation and I am honored to come before the

Subcommittee to discuss Innovative Financing and in particular how these new

concepts should be included in the language of the reauthorization of ISTEA.

II. OHIO'S EXPERIENCE WITH INNOVATIVE FINANCING

Today, I would like to share with you Ohio's experiences with Innovative

Financing in general and specifically, what has worked well and what has not.

Finally, I will recommend some streamlining measures which Ohio would like to

see in the reauthorization of ISTEA which will improve the overall product.

First, to briefly enumerate some broad elements of innovative financing that have

worked well for Ohio. The elements are: 1.) Increased speed in project delivery from

approval to completion; and, 2.) Abiliy to finance project that could otherwise not have

beenfinanced. Ohio is proud to report that we have seized the opportunities for

innovative financing offered by the Federal Highway Administration, under TE-

045 for a variety of projects. In fact, three (3) of the thirty (30) initial projects

approved in the nation were located iv Ohio. As of today, two (2) of those three

(3) projects have been completed and both within the record time of less than 12

37-734 97 - 28
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months each from approval of innovative financing. This schedule included

environmental approvals, design development and competitive contract bidding,

all in accordance with federal and state rules. And, Mr. Chairman, these were

not simple projects. They represented, in fact, some new types of projects for

transportation expenditures under ISTEA which could not have been financed

without the banner of innovation.

One project was an intermodal rail/highway facility which utilized $11.2 million

in congestion mitigation/air quality funds as a loan to a public/private

partnership. This loan, now being repaid on the basis of a fee (toll) of $10 per

trailer/container that is lifted onto or off of a rail car, leveraged another $26

million in private investment; created over 630 new higher wage jobs; and, will

create another 1000 jobs and private investment of nearly $100 million over the

next five (5) years.

The second project was construction of a 3.5 mile rail main line and widening of

four (4) highway/rail bridges to alleviate large train traffic volumes between the

Great Lakes/Canada and the Southeast through Cincinnati. This project

bypassed a very busy intermodal rail yard which had caused delays of at least two

(2) hours per train and resulted in trains blocking numerous at-grade highway

intersections for as much as 60 miles north of Cincinnati. Removing this type of
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delay justified the use of Congestion Mitigation/Air Quality funds to repay

Norfolk Southern Railway Co. who advanced the entire $15 million cost oi the

project and Ohio is repaying them for the four (4) bridges at the rate of $1.7

million per year for three (3) years for a total of $5. I million.

III. WHAT WORKED BEST

The 1990's might be most aptly termed the, "decade of restraint" as both the

public and private sectors have tightened their belts and "downsized" or "right

sized" to meet customer demands. The fiscal restraint of a Statewide

Transportation Improvement Program (STIP) as required by ISTEA, was initially

not well received by state transportation officials. At first light, we found the

STIP burdensome but we soon realized that such restraint forced us to prioritize.

A newly developed project selection process, based on the criteria adopted

through public input, insures Ohioans that the most important project to

transportation and economic development is constructed first. It has given our

elected officials a new opportunity to be proactive on the economic and

transportation merits of projects that they deem important and to assure fair and

objective consideration and the public now monitors this fairness.

Fiscal constraints had the further effect of planting the seeds of innovative

financing. When budgetary obstacles thwarted our traditional approaches to



858

4

fund an important project in a timely manner, new innovative financing methods

became essential to the operation of a state transportation department. Plus, as

a bonus, flourishing creativity in innovative financing has helped change the

culture of ODOT from, "But, we've always done it this way" to "We can succeed

if we try another way."

Living within a restricted budget also encouraged the transportation community

to plan and construct projects with ,n eye towards economic development. The

complementary relationship between transportation and economic development

is not a one-way street. We have known for many years that improved

transportation access spawns economic development in a community. But, until

just the last few years, we have never utilized the other side of the equation,

which is, economic development can and should help fund transportation. The

use of innovative financing allowed us to realize the benefits of economic

development and use such development to help pay the cost. Innovative

financing has allowed us to change from the traditional mindset of, "pay as you

go" to the more accurate and fairer philosophy of, "pay as you grow."

In essence, we have found that the initiatives of innovative financing under TE-

045 have worked very well particularly in streamlining the federal approval

process to decrease the time from planning a project to full- implementation.
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Also, th changes in the National Highway System legislation adopted in

November, 1995 were also very positive: including allowing a pilot State

Infrastructure Bank (SIB) program; allowing use of federal highway funds to pay

off interest and principal amounts for funds advanced by another party for a

project; and, expanding the ability of the ISTEA 1012 loan program's definition

of what constitutes a toll. These provisions need to be made a part of the ISTEA

reauthorization title and become usual and customary rather than innovative.

IM. WHAT HASN'T WORKED

Despite all the very positive aspect, of innovative financing allowed under ISTEA,

there are several problem areas which need to be addressed. The most

burdensome is the requirement that states obligate 10096 of the cost of the project

at the time of contract award even though the project will take place over several

years as will the paydown of funds. Ohio and other states would much rather

obligate the actual cash drawdown needs on an annualized cash basis for a

project. By obligating only the actual cash needs in any one year, the cash draw

would match the obligation amount resulting in a more efficient and true to

reality method for states. The present system makes high cost projects such as

bridge replacements nearly impossible to achieve in any one year. The present

system of obligation authority does not even allow a state to "bank" it's

obligation authority from year to year. Thus, many states are forced to': .)
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Obligate their federal funds for 100% of the project's contract cost, then; 2.) Advance

state funds for actual cash payments for the contract and await periodic ftderal

reimbursements. This creates the cash flow "double whammy" on states.

A second issue is the difficulties encountered in donating assets to a project.

Ohio would suggest a new approach and allow donated assets such as right.of.

way to be eligible for the non-federal share. In fact, several innovative projects

in the U.S. were done for this reason alone - to make donated land an eligible

item. The current situation of counting donated land as program income rather

than offsetting the non-federal share, is a disincentive for private citizens to

donate sich assets. With billions of dollars in transportation needs, we certainly

do not need to be excluding funding sources by providing disincentives.

A third issue involves lack of creativity in the purchase of right-of-way. Ohio

would like to include a provision to undertake the "overbuy" of land on a pilot

basis in the reauthorization of ISTEA. Currently, a state can only purchase the

exact land needed for the right-of-way of a project. To further complicate the

matter, the purchase of a portion of land, called a partial take, may depreciate the

remaining portion, causing the transportation department to pay more to avoid

leaving the owner with an "uneconomic remnant." These so called "uneconomic

remnants" are now the site of gas stations, fast food restaurants and motels all
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along our interstate system. Being able to buy the entire parcel and then leasing

or selling back the portion not needed for the right-of-way could save millions of

dollars in Ohio alone and could allow our taxpayers to benefit from the economic

success generated by their investment.

V. OHIO'S PROPOSALS FOR ISTEA REAL IORIZATION

As one of the fortunate states chosen to be a pilot for the State Infrastructure

Bank (SIB) program, Ohio will be testing this innovative financing tool as

authorized, to the fullest. You may certainly understand our elation about the

specific provision which makes federal funds that are repaid from the SIB loans

to transform into state dollars. As strong proponents of the devolution of

transportation funding to the states, this indirect approach to devolution allowed

in the SIB is very welcome. Our Governor George V. Voinovich's work on the

matter of redirecting federal fuel taxes back to the states, coupled with the efforts

of Ohio Congressman John Kasich to make it law marks a 21 st century approach

to funding transportation needs.

Ohio would like to suggest that more states be allowed to participate in State

Infrastructure Banks (SIB's). Because ISTEA should be reauthorized for probably

five (5) years, all states should be allowed, at their option, to establish SIB's. I

would further suggest that Congress allow up to six (6) interstate compacts be
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formed on a regional basis to cooperate en project financing of regional

significance. For example, northeastern U.S. states may want to cooperate on

commuter rail service, while western states may want to cooperate on a new

highway corridor to further NAFTA trade. These interstate compacts could

provide a financing vehicle to issue revenue bonds for the region and use a

portion of each state's future funding apportionment to pay off the bonds. I can

even envision when it may become desirable for Ohio to use some portion of its

funds to help improve aess to deep water ports in Virginia and Florida because

of a positive effect on improving global competitiveness for Ohio products.

Although I am here today with the Subwommittee on Surface Transportation, I

would like to include for the record the need to allow Airport Improvement

Program funds administered by the Federal Aviation Administration to be used

in capitalizing State Infrastructure Banks. We are truly a multi-modal and

intermodal society and to not include such an important segment of our

transportation system as air travel and the complementary intermodal facilities,

is short sighted.

Finally, Mr. Chairman, I would like to illustrate to you the power of leveraging

as envisioned in the State Infrastructure Bank (SIB) program. My example uses

a letter of credit from the federal government rather than cash States, like Ohio,
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can such a letter of credit as a source of pledged monies to back the issuance of

state revenue bonds. For example, a five (5) year, $10 million dollar letter of

credit will enable a state to issue up to $100 million in revenue bonds. The state

will then use the bond proceeds to loan to various projects and the lWan

repayments themselves will pay off the bonds. I would like you to envision in my

example, Congress allowing for just one year, the proceeds of the 2.5 cents of

federal fuel tax to fund such letters of credi, to states who foran State

Infrastructure Banks. Recall, the 2.5 cents was originally enacted for deficit

reduction but as of October 1, 1995 was to be made a part of the Trust Fund

collections for highway and transit projects. Taking the proceeds which is about

$3.25 billion annually to be made available in the form of letters of credit to the

SUI states, could be leveraged ten fold enabling these states to issue up to $32.5

billion dollars in revenue bonds for projects.

While this sounds inviting, what makes it even more attractive, is that using the

$3.25 billion dollars as letters of credit does not require taking cash out of the

Treasury. In fact, when faced with past examples of using federal letters of :redit

such as for the $400 million dollar Alameda Corridor in California, the

Congressional Budget Office has scored such arrangements under spending cap

rules, as 10 cents on the dollar. Therefore, with an outlay of $325 million of the

domestic spending cap, Congress could enable states to undertake extremely
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important projects totaling $32.5 billion dollars. This is what I mean by the

amazing ability of leveraging. This approach is innovative and also gives the

the ability for self determination of priorities and projects in the spirit of

d solution.

Thank you Mr. Chairman for the opportunity to express these ideas and I

welcome any questions the Subc-ommittee members may have on my testimony.
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I am pleased to be here today to provide comments on reauthorization of ISTht-,. I am

Robert Rich, a vice president with J.P. Morgan Securities based in New York City. I am

an investment banker specializing in surface transportation finance and my comments

today wilH come from that perspective.

Since federal revenues for traditional pay-as-you-go financing have been outstripped by

both maintenance and expansion needs of our transportation system, a federal

transportation funding program must provide not only a mechanism to stretch those

federal dollars, but also a means to leverage capital market financing alternatives that are

increasingly being examined as a means to expedite projects stalled in state transportation

improvement programs for lack of funds.

In evaluating a transportation funding program that will help bolster a capital markets

transaction, three characteristics, flexibility, capacity and leverage, are important to me.

Flexibility in the sense that there be available multiple financial products that can be

tailored to meet the needs of the individual transaction. Also, flexibility in the sense of

timing; a funding product should be ready to take advantage of market timing. The

program should be capitalized in a amount that sufficient to provide a level of funds that

can improve the transaction. The program should also leverage its funding so that each of

the limited dollars provided for the program are being used to their fullest potential.

The enactment of the Intermodal Surface Transportation Efficiency Act of 1991 marked

the paradigm shift in transportation finance. The Act was a significant change of direction

from how transportation funding had traditionally been programmed and allocated. Local

planning organizations were provided with greater autonomy not only in designing the

transportation system that best addressed local needs but with the flexibility to allocate

federal funds across different modes of transportation. As toll based financings began to

take hold as an alternative to traditional gas tax funding of transportation projects, the
Congress responded by providing for federal participation in previously excluded toll

facilities. ISTEA allows federal monies to be loaned to toll roads, thereby breaking from
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the tradition of federal grants, and recycling those funds and creating some leverage. The

Act also encouraged innovation by permitting demonstration projects using new flexible

financing techniques.

ISTEA was important in changing direction but it fell short of providing the flexibility and

leverage found in multiple funding products. If a loan would not make the project work,

there was no alternative. Even if the loan were the right product for the project, funds

needed to be available. Often these funds were progranmed for maintenance or other

projects.

Shortly after enactment of ISTEA, capital markets solutions began to flourish with several

stand-alone toll road financings successfully completed in both the public and private

markets. As more of these transactions were undertaken, investors improved their

understanding of start-up toll road risk and as a consequence, projects are more

acceptable. I experienced this first hand during the nine days spent with investors while

leading the $1.5 billion Foothill/Eastern toll road transaction and in the broad distribution

that the deal enjoyed when sold in late May 1995.

Since 1993, nearly $4 billion of start-up toll facilities have been financed in the capital

markets including the Foothill/Eastern TCA, $1.2 billion San Joaqmn Hills TCA, $630

million E-470, $250- million Dulles Greenway and $200+ million SR-91. Several more of

these projects are currently on the drawing board and it is likely that non-recourse

financings will grow in the future. States are experimenting with public/private toll road

partnerships, which are not precluded from receiving federal funds under ISTEA.

None of these start-up facilities used the financing provisions of ISTEA. The

Foothill/Eastern and San Joaquin Hills transactions, however, did utilized federal funding

to enhance their respective credits. The federal operating lines of credit for each

transaction, however, took specific legislative authorization. These lines of credit

leveraged federal budget outlays nearly 15 times. It was not until the fall of 1995, that the

I
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Texas Turnpike Authority utilized the § 1012 loan provisions of ISTEA in funding its SH

190 project.

Recognizing the shortcomings of ISTEA, Congress expanded the financial tools available
to projects in the National Highway System Designation Act of 1995. The NHS Act took
a major step forward not only in expanding the ISTEA loan program to include projects
supported by revenues other than iolls, but also provided the states with the ability to offer
other financial products. These financial products better leveraged federal funds, while
providing more useful tools for capital markets financings.

The tools available through the State Infrastructure Bank provisions of NHS included
loans, loan guarantees, letters of credit, and reserve funds. The act also provided for the
use of federal funds to pay debt service and other obligations, while preserving the tax-
exempt status of a financing. The preservation of the tax-exempt status of projects is
important for several reasons. The tax-exempt market provides the project with better
economics due to its lower interest rates. Tax-exempt investors also have become
increasingly sophisticated in analyzing and pricing start-up toll facilities, reducing a
potential credit-related interest rate penalty. Nearly all toll road financings in the U.S. are

executed in the tax-exempt market

The decision to undertake these and future projects will be made at the state and local
level, the level at which it is best made. And, while the federal government may not play a
role in every project, it clearly can make a difference in those in which it chooses to
participate. This is most clearly evident in the federal participation in the Foothill/Eastern
and San Joaquin transactions and will be demonstrated by the loan made to the Alameda

Corridor Agency.

The NHS Act broadened the loan provisions of ISTEA to allow for loans secured not only
by tolls but by taxes, fees and other revenues. The Act provided for a pilot program of
state infrastructure banks that were given broad powers in the use of federal funds as a
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component in a project's financing structure. As an investment banker, one important

aspect that you strive for in structuring a transaction is flexibility. The markets are

constantly moving, interest rates are changing, investor demand is shifting. The ability to

adapt to market demands inevitably leads to a lower cost financing. The use of financing

alternatives such as subordinated debt. additional cash, bond insurance and other features

can be made at the time bonds are pri,.ing in the marketplace. The NHS Act gives states

and local governments and their inves ment bankers the additional tools in the form of the

State Infrastructure Banks to structure successful financings. The debt issuer can decide

whether to utilize a loan from the SIB, use the SIB to subsidize interest rates, provide a

reserve fund, offer a guarantee or provide a letter of credit.

One important financing tool provided by ISTEA in § 1012 was allowing states to recycle

federal funds that traditionally had been utilized only once. In allowing federal funds to be

loaned on a subordinated basis to toll facilities, financed either publicly or privately, the

Act provided a means to make projects financially feasible. However, as the

transportation and finance communities realized, simply making loans was only a first step.

With the National Highway System Designation Act of 1995, the Congress took the next

step in providing more flexible tools responded to its constituents in the highway and

transit.

The tools provided the state and local government and its investment bankers by the NHS

Act must continue to be expanded and developed consistent with the growth and

deve lopment of the capital markets. The limits on available revenues and the shift to

project specific financings have made structuring flexibility a key component of a

successful capital markets transaction. Enhancing the flexibility provided by the ISTF'l,

and NHS Acts is critical to the growth and maintenance of our transportation system.

State infrastructure banks provide a source of funds segregated from moneys pledged

under the State Transportation Improvement Program to provide assistance in financing
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transportation projects. The allocation of federal funds to the SIB, however, takes

funding currently dedicated to the STIP. Although the SIB will be recycling that federal

money with fees and interest collected, the redirection of those federal funds at the

capitalization of the SIB results in a reallocation of funding for the STIP. It may in come

cases discourage states from participating in the SIB program. The Congress should

consider providing funds for the capitalization of SIBs beyond those funds traditionally

appropriated to States. As discussed above, the SIB is the most efficient way to use funds

by recycling them over several projects rather than a one-time grant to a single project.

All states should be encouraged to establish a state infrastructure bank not only be

expanding the pilot program but by seed funds to capitalize the SIB.

The federal government is in a strong position to evaluate the risks of transportation

projects at the early stages. One particular investor concern is environmental risk, much

of which is pursuant to federal requirements and the other significant risk is in the level of

expected traffic. Around the globe there are institutions such as the development banks

and the World Bank that provide funds to infrastructure projects. The Treasury has
provided loans, guarantees and hybrids such as the TCA operating line of credit and has

evaluated to risk associated with these credit products and charged to protect itself against

those perceived risks. As noted earlier, this federal participation is an important

component in the overall finance plan of these projects. The process of obtaining these

Treaswy loans and guarantees is cumbersome, however, as specific legislation is needed

to secure the financing commitment. The timing of legislative approval may not always

coincide with market timing, however. The Congress could consider streamlining this

process by providing the Treasury with the ability to commit to these types of transactions

without specific and individual Congressional approval. This, again, would enhance

flexibility and better position States and their investment bankers to take advantage of

market opportunities.

A number of transportation issues, particularly with respect to technology, are multi-state

issues. The movement of goods and people across state lines should be seamless. In this
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regard, the use of technology, "smart highways" or "electronic toll collections" needs to

have multi-state coordination and planning. I have recently worked with

TranManagement, Inc. as part of the advisory team to the 1-95 corridor coalition, a group

of States extending from Maine to Virginia. The Coalition is addressing these interstate

issue, particularly in the area of technology. ISTEA provided a formal structure for

planning and financial resource allocation by empowering Metropolitan Planning

Organizations. An issue worthy of consideration in reauthorization of ISTEA is to

develop a multi-state planning organization which would play a planning and financial

allocation role in defined multi-state issues, such as technology, to assure a fluid

movement of goods and people across state lines. States could be permitted to form such

alliances that would be recognized and empowered under the act.

The tax code also continues to be an obstacle in financing toll road projects. With respect

to projects financed in the taxable markets, the taxation of imputed interest on deferred

interest bonds limits the amount of deferred interest bonds that can be structured into a

toll road financing. The revenue curve in a typical start-up toll project is a gradually

ascending curve with little revenue during the initial years and significant revenues during

the latter years. Debt service coverage in the early years of toll rad operations is

achieved by deferring debt service payments through the use of deferred interest or

convertible deferred interest bonds. These bonds are essential to structure a financing

package acceptable to the capital markets. In a taxable market transaction, the taxation of

imputed income of deferred or convertible deferred securities necessitates that the investor

have passive losses with which to offset the paper income (and actual taxes paid) of

deferred interest securities. TIe need to find this paricular type of investor greatly limits

the amount of deferred interest securities that can be used in financing a toll facility. As a

result, higher cost subordinated lien securities or equity needs to be utilized in order to

effectuate a financing accepted by the capital markets. The result, in many cases, is a

higher cost to the travelling public.

The municipal market investor is not subject to tax on the interest paid on any municipal

H
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securities, including deferred or convertible deferred bonds. The investor base, therefore,

is broad, allowing a significant amount of deferred or convertible deferred interest bonds
to be used in a tax-exempt financing. The use of these securities rather than higher cost

subordinate debt or equity results in an overall lower cost of funds to the state or local toll
road authority and consequently a lower charge to the travelling public. In the Foothill-

Eastern Transportation Corridor Agency $1.5 billion start-up toll road financing for which

J.P. Morgan served as lead manager, nearly $350 million of deferred and convertible

deferred securities were utilized to lower cost. By contrast in a $400 million transaction
structured by J.P. Morgan for a toll facility financing in the taxable markets, the maximum

amount of deferred interest bonds that could be sold in the market was determined to be
only $25 million. If a method of taxing interest income of deferred interest bonds other
than their imputed income, such as at the time of sale, was devised the appetite among

taxable investors for these bonds might increase substantially. Expanded use of these

bonds in the taxable markets for toll road financings, replacing higher cost equity, will

lower the overall cost of the financing.

Another developing area in which the tax code may serve as an impediment is in the

consolidation of transportation entities. This consolidation may be done for a variety of
reasons including streamlining of management, operating efficiencies, economies of scale

or to establish an revenue base from which to finance other projects. State mandated

mergers of public entities, regardless of their benefit, have been deemed ineligible for

certain advantages of tax exempt funding under current tax law. In a high interest rate

environment, the tax code may place an additional financial hurdle in the way of a

successful consolidation. As more public entities look to consolidation as a means of

imTnproving and expanding service, these provisions are worth reexamination.

Let we conclude by saying that the Congress should not be discouraged if projects don't

immediately leap off of the drawing board, into the capital markets and then on to

construction. The changes at the federal level have marked a major change in the way

states and Iccal governments must think about utilizing federal resources for
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transportation projects. States and local governments are in the midst of a learning
process with each considering a financing structure best for its particular needs. The
capital markets, too, are in the midst of a learning process. The markets have
demonstrated a willingness to invest in start-up toll road projects and are eager to invest in
more. The investor education process takes time, however, as each project is different
and requires individual attention by the investor. Introducing new and different aspects to
a financial transaction, such as a SIB, will also take time to be assimilated by the
marketplace. The capital markets have consistently demonstrated the ability to understand
and price new and different financial products. There is no reason to doubt that the
flexible funding alternatives provided since ISTEA and in the future will not also become a
market standard. I urge the Congress to continue along the path established by ISTEA
and the NHS and provide the efficient, flexible, and market-based financial alternatives so
that the federal government continues to enhance the ability to finance our nation's
transportation needs. The Congress is to be commended for the vision that it has shown in
passing both the Intermodal Surface Transportation Efficiency Act of 1991 and the
National Highway System Designation Act of 1995. Both of these Acts take important
steps in ensuring that our transportation system continues to enhance not only our quality
of life at home but our ability to compete in today's global economy.
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Mr. Chairman, distinguished members of the Committee: I thank you for providing this

opportunity for me to testify today and discuss innovative financing in the context orthe

reauthorization of the Intermodal Surface Transportation and Efficiency Act (ISTEA) My name

is Dick Brasher. I am Deputy Manager of the Denver Public Works Department. I am here to

deliver the statement of Denver Mayor Wellington E. Webb. The Mayor very much wanted to be

here and to deliver this statement in person and is sorry he could not do so.

Denver and Colorado have benefited greatly from the current Intermodal Surface Transportation

Efficiency Act (ISTEA), and we are pleased that the Committee is moving forward with early

reauthorization. ISTEA caused more sharing of the planning and decision making between tile

metropolitan areas and the state. This was a helpful step. However, cities are still not fully able

to plot their own infrastructure programs. Denver is hopeful that the new ISTEA will assist us

directly in solving some of our most vexing transportation problems.
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The goals the Committee has set for the next reauthorization process are exactly what we need.

and I applaud you for your greater emphasis on a combination of state and local control I al so

look with great interest to your facilitation of innovative, public-private partnerships to

compensate for shrinking discretionary dollars. Denver is now working toward a transit proJect

which we call Air Train. This project will bring a private sector group together with the City to

build a commuter rail-type service between downtown and the new Denver International Airport

Truly local planning and financing flexibility could make this project happen.

Denver faces two challenges with this project. The first is financing. We are in a metropolilan

area where transit consists of a metropolitan bus system and a 5.3-mile light rail line. The

Regional Transportation District is seeking funds to build an extension to the light rail system. and

the City fully supports that effort. Because of the size of our state, traditional federal finding tb()r

transit cannot be stretched to encompass that light rail project, in addition to Air Train The

traditional answer to this dilemma is to politely get in line.

However, Denver International Airport is open, with greater revenues than expected, and bringing

more visitors to Denver than ever. Now is the time to have transit available to take tourists,

business travelers, and even workers to and from the airport, before reliance on the automobile to

this new destination is total and unshakeable.
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The Denver Metropolitan Area is one of the fastest growing in the country A report released this

week states that 80,000 people have moved to Colorado in the past year, with more resettling in

the Denver area. It is a regional transportation hub. All roads, rail lines and most flights in the

Rocky Mountain Region go through Denver. It is a center of tourism,

The City of Denver is quickly outgrowing its existing transportation infrastructure We are

struggling to absorb the great demands the sprawling suburban population places on the Nity

which serves as its hub. Denver has made great strides in dealing with its air quality problems, but

continuing air quality restrictions on capacity improvements to our highways has made it even

more imperative that we look to other modes to complement our road system.

We would be interested in any of the tools that ISTEA II could provide, such as-

federal loan guarantees -- especially for projects where local finds in the range of

50 percent are being committed to the project, as is the case with Air Train

increased flexibility in the use of funds, especially for cities A bottom-up, rather

than a top-down approach to planning is becoming more respected, as I believe it

should be. All funds should be fully flexible to support multi-modal investment

ISTEA was designed to place more money in center cities, but we find that has

been slow to happen. We find that air quality restrictions in the center city make it
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all too easy for the region to shift funds away from us and to concentrate those

funds in the suburbs. We would welcome some shift to metro area transit. bkt

cities need funds to make improvementst. more cities will die,

gpanion.of~the GANS Act of 1984. Under this Act, Congress gave authorization

for an interim financing technique which allows the state to pay the federal share of

a project in advance of ISTEA funding to accelerate the project This has been

very cost effective recently, given currently low interest rates Expansion ot'lhe

program could make it possible for us to advance some needed projects It might

take some fine tuning to make it easier to use. Why not also extend it to local

governments? Why not also use this for transit and other modes?

tax policies or use of special assessment districts that facilitate development

value capture -- local governments have not typically utilized the increase in the

value of adjacent land or air rights near infrastructure projects as a way to help pay

for construction. However, developers involved in a project like Air Train could

dedicate a portion of any increase in retail or office leasing income to the project

some relaxation ofl1eal constraints to funding options, such as present airport

revenue diversion law that limits the City's flexibility to use dedicated airport
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revenues to build a project that will directly serve the airport simply because parts

of the project will not be built on airport property, etc

I keep returning to the example of the Air Train project because I believe it is a prime example of"

the types of projects that will be needed in the next few years. It addresses the need to find

innovative solutions to the problems of population growth, the reduction in federal dollars, and

the complexities of both federal and regional transportation policy development I believe it can

serve as a model for public/private partnerships to enhance transit infrastructure and to

substantially alleviate road congestion, automobile pollution, and transit needs that continUe to

confront the people of the Denver area.

Air Train, as planned, would use an existing heavy rail freight and passenger right of way and

commuter rail-type rolling stock. It would carry passengers from downtown to the DIA terminal

in about 30 minutes, with only two intermediate stops. It will transport an estimated 50,000

passengers per year between downtown Denver and DIA. Cost of construction plus equipment

for the 23-mile project would be in the range of $190 million, about half what construction of a

new light rail system for the corridor would cost.

As with many transit projects, the farebox revenues will not be sufficient to cover capital and

operating costs. With competing needs, federal funding will not be available in the 80-20 or 90-
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10 range to help build this needed project. Federal funds which are available could be stretched if

they could be used to leverage financing for this and other projects.

Denver is limited in its ability to respond to its various transportation needs, in part due to various

federal policies. While many separate funds have been combined, there are still restrictions.

inequitable allocation of federal formula programs, STP suballocations, and narrowly defined air

quality mitigation funds which could be simplified.

It is particularly difficult during this time of declining Federal funding for transportation to see

beyond the complexities of the projects that were planned in the 1980's and early 1980's -- and

which are still "in the pipeline" for funding -- to the next generation of projects that will serve the

needs of the 1990's and into the twenty-first century. A transportation authorization law which

addresses current needs with a predictable revenue stream would be welcome.

I recognize, Mr. Chairman, that I have described an Olympian task for you and your committee I

wish you well. I stand ready to help in any way I can to assist in that effort and to provide more

information on the issues I have discussed here today.
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It will transport an estimated 50,000 passengers per week between downtown Denver and DIA by
the year 2000.
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Bruce Baumgartner, Manager CITY AND COUNTY BUILDING

WELLINGTON E. WEBB 1437 BANNOCK STREET

Mayor ROOM 379
DENVER, COLORADO 80202
PHONE: (303) 640-2561

July 22. 1996

The Honorable Tom Petri
Chairman
Surface Transportation Subcommittee
House Ttu,,sporiation and Infrastructure Commiltee
B-370A Rayburn House Office Building
Washington. DC 20515

Dear Chairman Petri:

I appreciated the opportunity tc appear at the hearing this week on the issue of
Innovative Financing to deliver Denver Mayor Wellington E. Webb's statement.

During the question and answer section there was discussion about the future
structure and funding mechanisms for the federal highway and transit programs during
the next reauthorization period. I wanted to be sure you are aware of the U.S.
Conference of Mayors' (USCM) resolution, cosponsored by Mayor Webb. strongly
supporting H.R. 842. the Truth in Budgeting Act. The resolution was adopted during
the USCM meeting in Cleveland last month. it is extremely important that the federal
transportation program in highways and transit be maintained and fully funded.

I would respectfully request that this resolution be made part of the Conmittee record as
you consider the reauthorization of the Intermodal Surface Transportation Efficiency
Act of 1991.

Yours truly.

i ,4 "J. ,

Deputy Manager

cc: Chaijman Bud Shuster
The Honorable Jim Oberstar
The Honorable Nick Joe RahalU

Attachment (1)
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Resolution 11o. 47

Submitted By:

The Honorable Robert M. Isaac
Mayor of Colorado Springs

The Honorable Wellington E. Webb
Mayor of Denver

TRANSPORTATION TRUST FUNDS

1) WHEREAS, Congress established the federal Highway Trust Fund,
the federal Aviation Trust Fund, the federal Xlnand Waterways
Trust Fund. and the federal Harbor Maintenance Trust Fund for
the purpose of building and maintaining transportation
infrastructure; and

2) W ZERAS, these four transportation trust funds are financed by
dedicated user fees levied solely on America's transportation
users; and

3) WHMREAS, since the unified budget was instituted in 1969. annual

expenditures from these single-purpose trust funds have been

reduced, creating a surplus in the trust funds exceeding $30
billion; and

4) WHEMAS, these on-budget transportation trust fund surpluses are
being used to offset deficit spending on other general fund

programs, thereby masking the true size of the federal budget
deficit; and

5) WZREAS, the transportation trust funds do not contribute to the

federal deficit because spending from these funds cannot exceed

the amount of revenues deposited into them; and

6) WHEREAS, removing the traiirportatiol trust funds from the
unified budget would allow iovenues deposited in these trtut

funds to be utilized for their intendcd purpose of federal

investment in highway, bridy,:, transit, harbor and airport
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projects benefiting federal, state and local transportation
systems; and

7) WHEREAS, H.R. 842, the "Truth in Budgeting Act" passed in the
United States House of Representative8 on April 17, 1996, by a
comfortable margin of victory, on a bipartisan vote, taking the
transportation trust funds off budget,

8) NOW, THXREFORE, BE IT RESOLVED that The United States
Conference of Mayors supports restoring integrity to the federal
budgeting process and to the Transportation Trust Funds by
removal of the four Transportation Trust Funds from the Unified
Federal BudgeL, freeing them for their intended use; and

9) BE IT *'URTIMR RESOLVED that The United States Conference of
Mayors calls on the United States Senate to continue the spirit
of the U.S. House of Representatives to put the "trust" back in
the trust funds by passing legislation taking Transportation
Trust Funds off budget.

Projected Cost: Unknown
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ISTEA REAUTHORIZATION: THE SURFACE
TRANSPORTATION PROGRAM

THURSDAY, JULY 25, 1996

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON SURFACE TRANSPORTATION,

COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The subcommittee met, pursuant to recess, at 9:30 a.m. in room
2167 Rayburn House Office Building, Hon. Thomas E. Petri (chair-
man of the subcommittee) presiding.

Mr. PETRI. The hearing will now come to order.
Today we continue our hearings on the reauthorization of ISTEA

by focusing on the surface transportation program, or the STP pro-
gram, which is authorized at $4 billion annually, $24 billion over
the ISTEA authorization period.

The STP program was the most innovative of programs created
in ISTEA and it includes many new initiatives that represent a de-
parture from the past direction or focus of the Federal highway
program.

For the first time, urban areas, through the metropolitan plan-
ning organizations, are given direct access and control to a signifi-
cant percentage of highway funds and are responsible for project
selection. A 10 percent set-aside for a program known as "transpor-
tation enhancements" was created to fund projects that differ sig-
nificantly from traditional highway projects. Obligations for en-
hancements totaled almost $700 million in 1995.

STP also funds safety improvements through a mandatory 10
percent set-aside, which includes projects for hazard elimination,
rail highway grade crossing, and other safety innovations.

Another major innovation in the STP program is that funds are
totally flexible and may be used for a wide variety of transportation
projects, including transit. Transit spending from STP totaled al-
most $200 million in 1995.

Well, the STP program has been praised by many as creative,
forward-thinking in our transportation program; others have con-
cerns and criticisms regarding certain assets of the program. We'll
hear from both sides of this debate at today's hearing.

I want to welcome our many witnesses to the hearing today and
note that many, although--one who is included on the program,
Chuck Thompson, our Secretary of transportation, ran into a trans-
portation problem and can't be here today, but perhaps another
representative from AASHTI) will represent that group instead. In
any event, his testimony will be included in the record.

(885)
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I know that there are several others here who will be with us
this morning.

I now yield to the ranking democrat on the subcommittee, Con-
gressman Nick Rahall.

Mr. RAHALL. Thank you, Mr. Chairman.
This is our ninth of the ISTEA reauthorization hearings that the

subcommittee has held this year, with today's topic, as you said,
being the surface transportation program.

The STP is kind of the catch-all ISTEA apportionment. In part
it replaced the primary and secondary highway apportionments
that had been in place prior to 1991.

In this regard, the program is premised upon the concept that
there is a Federal role in non-interstate highways and other routes
that may not be part of the NHS, although these highways are also
eligible for STP funds.

It is also premised upon the notion that Federal funds should be
made available for safety improvements such as rail grade cross-
ings, and, of particular interest to this Member, the STP program
also includes the transportation enhancement element, which has
done so much for broadening the constituency of the Federal aid
highway program overall.

Mr. Chairman, at this point I would like to recall that two hear-
ings ago, when we examined the highway fund apportionment for-
mulas, we had a battle of dueling charts going on here. I was using
an official chart from FHWA showing the amounts States contrib-
uted to the highway trust fund and what they received in return.
Some of the witnesses and other Members were using different
charts from other sources.

Since that hearing, the subcommittee staff, on a bipartisan basis,

has visited with FHWA. The agency has updated and revised its

figures and has provided us with what I would call the final, the
definitive chart.

We have the official, definitive chart now. It is a comparison of

contributions and disbursements from the highway trust fund, by

State, during the ISTEA authorization period to date.
I would ask unanimous consent to place this chart in the record

at this p point.
Mr. PETRI. Without objection, so ordered.
[The FHWA chart follows:]
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Mr. RAHALL. I would further note that, of the 22 States who are
members of the Step 21 Coalition, only two have received back less
than $0.90 on the dollar. Seven of these States received back an
equal or greater amount than what they contributed, and another
six of these States received back between $0.95 and $0.99 on the
dollar over the ISTEA period so far. The remaining Step 21 Coali-
tion States received at least $0.90 back on the dollar contributed.

This is from the revised, brand new FHWA chart. These are the
facts. This is definitive. This is the final chart we'll use from now
on in this issue. I think that should be reflected in our hearing
record.

Thank you, Mr. Chairman. I look forward to today's hearing.
Mr. PETRI. Thank you.
Statements by the chairman of the full committee, Bud Shuster,

and our senior minority member, Mr. Jim Oberstar of Minnesota,
will be made a part of this record.

[The prepared statement of Mr. Shuster follows:]
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OPENING STATEMENT
HONORABLE BUD SHUSTER

SUBCOMMITTEE ON SURFACE TRANSPORTATION
ISTEA REAUTHORIZATION HEARING

MAINTAINING ADEQUATE INFRASTRUCTURE:
THE SURFACE TRANSPORTATION PROGRAM

THURSDAY, JULY 25, 1996
9:30 A.M. 2167 RHOB

I WANT TO WELCOME ALL OF THE WITNESSES TO ANOTHER ONE
OF THIS SUBCOMMITTEE'S HEARINGS ON THE
REAUTHORIZATION OF ISTEA. TODAY'S HEARING WILL
HIGHLIGHT THE SURFACE TRANSPORTATION PROGRAM (STP), A
NEW PROGRAM FIRST INCLUDED IN ISTEA.

ISTEA REPLACED AND CONSOLIDATED MANY OF THE EXISTING
FEDER AL-AID HIGHWAY PROGRAMS INTO THE STP. RATHER
THAN RECEIVING FEDERAL-AID HIGHWAY FUNDS THROUGH A
NUMBER OF PROGRAMS UNDER DIFFERENT FORMULAS, THE
STATES NOW RECEIVE A SINGLE APPORTIONMENT OF STP
FUNDS. THIS ALLOWS THE STATES TO DECIDE, TO A CERTAIN
DEGREE, HOW TO SPEND THE FUNDS. THIS FLEXIBILITY HAS
BEEN A MUCH TOUTED SUCCESS AND IMPROVEMENT OVER THE
PRIOR PROGRAM STRUCTURE.

STP FUNDS CAN BE USED ON A WIDE VARIETY OF PROJECTS,
NOT ONLY ON HIGHWAYS, BUT ALSO FOR TRANSIT AND OTHER
NON-HIGHWAY PROJECTS. THAT IS ALSO A MAJOR CHANGE
FROM PRIOR LEGISLATION.

CONCERNS HAVE BEEN RAISED ABOUT SOME ASPECTS OF THE
STP PROGRAM, SUCH AS THE REQUIREMENT FOR SPENDING ON
TRANSPORTATION "ENHANCEMENTS" AND THE
SUBALLOCATION OF FUNDS TO URBAN AREAS.
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AS WITH ALL THE PROGRAMS INCLUDED IN ISTEA, WE WILL
HAVE TO REVIEW IT CAREFULLY.

I LOOK FORWARD TO HEARING TODAY'S TESTIMONY AND
THANK CHAIRMAN PETRI AND RANKING MEMBER RAHALL FOR
HOLDING THESE HEARINGS.

Juy 24,19.
K:ASTEA-tHEARINGS\WSOPINN. FIN
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Mr. PETRI. The first panel today will be delayed a bit. Mr. Vis-
closky will be arriving in just about half an hour, and so we'll move
on to the second panel, which is only half here because, as I said,
Mr. Thompson is unable to be with us, but we do have The Honor-
able William G. Burnett, who is the president of the American As-
sociation of State Highway and Transportation Officials, AASHTO,
and the executive director of the Texas Department of Transpor-
tation.

Sir, welcome back. We look forward to your comments.

TESTIMONY OF WILLIAM G. BURNETT, PRESIDENT, AMERICAN
ASSOCIATION OF STATE HIGHWAY AND TRANSPORTATION
OFFICIALS (AASHTO), AND EXECUTIVE DIRECTOR, TEXAS
DEPARTMENT OF TRANSPORTATION
Mr. BuNETT. Mr. Chairman, Mr. Ranking member, it's a pleas-,

ure to be with you today. We appreciate the opportunity to speak

the chairman pointed out, Mr. Charles Thompson, Secretaiy
of the Wisconsin Department of Transportation, was supposed to be
here today but, due to travel problems, is not with us, but he has
submitted written testimony on this subject.

Today I'm here to present AASHTO's view on the surface trans-
portation program and other issues important to the reauthoriza-
tion of ISTEA. The materials that we are presenting are based on
the AASHTO Transportation Policy Book which was published in
June of 1996, and AASHTO reauthorization documents which have
been previously provided to the committee.

Today my comments will focus on the overall structure of the
STP-surface transportation program-and the need for greater
flexibility within the Federal surface transportation program.

The surface transportation program and flexibility: AASHTO be-
lieves that the surface transportation program should be continued
in the next Federal surface transportation legislation to provide a
structure for flexible funding and programming of our Nation's
intermodal transportation system.

We support a strong Federal role in transportation, and believe
that this role includes continued support for non-National Highway
System highways that contribute to national mobility, defense, and
interstate commerce goals.

The surface transportation program will provide this important
program framework for this Nation.

The best aspect of the surface transportation program is its flexi-
bility.

The surface transportation program does have some burdensome
facts to it, examples being: planning issues faced by rural areas are
not the same as urban issues. We need to be able to streamline the
planning process and look into transportation conformity require-
ments. In most cases, Federal program oversight should be limited,
allowing the States and localities the flexibility and authority to
find appropriate implementation methods to meet their needs.
Whenever possible, State and local requirements should govern.

Transportation demands vary dramatically from State to State,
even within a State. States with large manufacturing centers and



892

heavily-populated urban areas, for example, have different needs
than States whose economies depend on agriculture or tourism.

Consequently, Federal transportation legislation and regulations
need to provide the flexibility to deal with a variety of situations
around the country and within individual States.

Instead of strict mandates and regulations, the Federal Govern-
ment should provide guidelines for State and local implementation
of transportation programs and projects. These guidelines should
not be burdensome on lower levels of government. Instead, Federal
policy should reflect national economic, environmental, and social
goals and encourage States and local governments to achieve our
Nation's goals through effective transportation systems and serv-
ices.

An effective and efficient intermodal transportation program re-
quires flexibility. Flexibility allows for transportation plans and
programs which encourage the effective use of existing transpor-
tation facilities and encourages the selection of the best mode or
combination of modes to provide necessary transportation services.

It leads to a national transportation program thatpermits indi-
vidual States and localities to best serve their Pee ds. A flexible
Federal program will provide for the use and integration of existing
systems through better facilities and service management.

Finally, flexibility allows for the coordination and effective plan-
ning of all transportation systems to provide the adequate and re-
sponsive transportation of people, goods, services, and information
in a changing national and global economy.

AASHTO also recommends that this flexibility be extended to the
States in their use of Federal aid funds. Greater flexibility involves
increasing the percentage of funds that can be transferred among
categories, allowing transfer among these programs and consolidat-
ing Federal programs to ease the delivery of needed transportation
facilities and service.

AASHTO supports streamlining Federal programs to give the
States and localities more flexibility in using available Federal
funds to meet State and local needs in a way to reflect local prior-
ities.

We believe that ISTEA is a sound framework for future surface
transportation programs; however, the next surface transportation
reauthorization act can make improvements to ISTEA by eliminat-
ing structural barriers to funding flexibilities and efficient program
management.

Thank you, sir.
Mr. PETRI. Thank you. Your full statement will be part of the

record, as you know.
Mr. Rahall, do you have any questions?
Mr. RAHALL. Yes. Thank you, Mr. Chairman.
Mr. Burnett, your testimony indicates that AASHTO rec-

ommends elimination of specific set-asides for safety and transpor-
tation enhancements. These items you note should simply be eligi-
ble activities under the STP, as opposed to separate set-asides.

Do you believe the States would actually fund enhancement
projects if they were not required to do so by Federal law?

Mr. BuRNETT. Yes, sir, I do. I believe that-and I can speak for
the State of Texas, as an example. The enhancement program has
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been a successful program in our State. I think that what we would
like to see, and I think most of the member departments would like
to see, is in balancing the transportation needs, instead of setting
aside a flat 10 percent for enhancements, that each State get to
make the individual decisions as to -what level they would like to
participate in the enhancement program.

But I do think you'll see, due to the popularity of the program,
that it would exist in the majority of the States.

Mr. R. HALL. You stated that the States should be allowed to ad-
minister enhancement projects as grants. I just wanted to make
sure you're aware of the changes that we made in NHS in this pro-
gram, and in particular a provision that allows advanced funding
for enhancement activities.

Mr. BURNETT. Yes. Congressman, we are aware of that, and that
has been a great help to the enhancement program, but the en-
hancement program-we've had-to date we have awarded in our
State 140 enhancement projects totaling $140-some million. In Au-
gust we will award another $40 million worth of enhancement
projects in the State of Texas.

What we run into, as we have done this over the last several
years, is some of the requirements-planning requirements, Davis
Bacon, the disadvantaged business enterprise program, some of
these other things that have to be laid onto this, just like this is
a conventional transportation project, sooner or later some commu-
nities are not as in love with the project.

We have had several communities say that, "The red tape re-
quired by you, the State of Texas, or the Federal Government
makes this no longer enticing to us. We'd like out of the program."

I think that two enhancements that would greatly help this thing
is the maximum flexibility for soft matches and things like that up
front.

I think the other thing is that if it becomes more of a pass-
through program, more of a grant program with less regulation
from the Federal Highway Administration and the States. In other
words, once the project is deemed eligible and accepted, don't hold
it to the same scrutiny as we hold all of our other projects to.

Mr. RAHALL. Let me follow up on that last point. You mentioned
that all Federal requirements should be eliminated for projects
under the STP, and that State rules and regulations should pre-
vail. Are you aware of any Federal program where Federal money
is given and no Federal strings apply?

Mr. BURNETT. No, sir, but in the enhancement area we have to
make adjustments to make it work, and we're talking about the
disadvantaged business enterprise part of it. We do not put any
DBE requirements on enhancement projects, but to meet our total
commitment to the DBE program we have to assume that percent-
age on other projects. We have to transfer that goal or the dollars
it takes to reach that goal to highway projects or transit projects
or aviation projects.

It's just an area of our business that, when we deal with local
communities, I don't think they're geared up to do it, in general.
I mean, we're dealing with small projects. In Bonham, Texas, we
have a $17,000 landscaping project which is the smallest project in
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Texas, up to in San Antonio we have a $14 million enhancement
project, and we're everywhere in between.

It becomes very hard for communities, when we're doing historic
restoration or other type projects, when they have to hire architects
and hire various people to do engineering and design work for them
and to administer the contracts, to look at all the hoops that they
have to jump through. They're just not set up to do business that
way.

If there was one area of the Federal Transportation Act that
needs to have as much flexibility as possible in it to allow State
rules to govern and not so much Federal requirements, this is it.

Mr. RAHALL. Thank you. Thank you, Mr. Chairman.
Mr. PETRI. Mr. Poshard, do you have any questions?
Mr. POSHARD. Mr. Chairman, I have no questions, but I would

like to ask unanimous consent to submit an opening statement for
the record, please.

Mr. PETRI. Without objection, that will be made a part of the
record.

[The prepared statement of Mr. Poshard follows:]
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SUBCOMMITrEE ON SURFACE TRANSPORTATION

HEARING ON MAINTAINING ADEQUATE INFRASTRUCTURE:
THE SURFACE TRANSPORTATION PROGRAM

Opening Statement of Congressman Glenn Poshard

July 25,.1996

Mr. Chairman, I am pleased to be here this morning to discuss this very important
part of ISTEA authorization. The Surface Transportation Program (STP) incorporates
planning, safety, environmental protection, and enhancements in helping the states maintain
their transportation systems. Today represents an important opportunity to examine how this
program has performed since 1991 and listen to ideas on how it may be improved. I know
my home state of Illinois considers NHS and STP to be of the highest priority, not only for
the major urban areas, but for our rural communities as well. It is imperative that we
remember the stake that the less economically advantaged parts of our country have in this
process.

I would like to acknowledge the contributions of our panelists this morning, especially
our colleague, Representative Vislcosky. I appreciate their time and unique perspectives on
this topic. Mr. Chairman, I would also like to tank you and the Ranking Minority Member
for your continued leadership on the reauthorization of ISTEA. I am confident we are on
our way to legislation that we can all be proud of.
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Mr. PETRI. I just wonder if you could explore a little more specifi-
cally, either now or through later submission, this area. The per-
ception here is that this program is one of the most flexible Federal
transportation programs already, and so the call for increased flexi-
bility for the States-while we're not resisting it, we wonder if we
could get some more specificity about exactly what areas are too
rigid or what proposals you'd like, what changes you'd like made
to giveyou the flexibility that you're calling for.

Mr. BURNETT. If it pleases the Chair, I'd like to provide that to
you in writing, if I col d, if that pleases you.

Mr. PETRI. Yes. We'd appreciate it, hopefully sooner rather than
later.

Mr. BURNETT. We'll get it tc, you pretty quick.
[The information received follows:]
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' Texas Department of Transportation
DMWITt C. GREER STATE HIGHWAY BLDG. * 125 . 11Th STREETAUTh, TEXAS 78701.2483. 012) 4635_

September 23,

The Honorable Thomas Petri
Subcommittee on Surface Transportation
Committee on Transportation and Infrastructure
B-370A Raybum House Office Building
Washington, D.C. 20515

Dear Chairman Petri:

At the July 25, 1996 subcommittee hearing on the Surface Transportation Program, I presented
testimony before the subcommittee on behalf of the American Association of State Highway and
Transportation Officials (AASHTO). I appreciated the opportunity to offer our comments on needed
improvements in the nation's surface transportation program as you consider the reauthorization of
the Intermodal Surface Transportation Efficiency Act of 1991 (ISTEA).

During the hearing, I recommended that improvements to ISTEA should provide states with
additional flexibility to use available funds to meet their transportation needs in ways appropriate
to their situation. At that time, you requested more specific recommendations for improving
flexibility in federal surface transportation programs. This letter responds to that request on behalf
of the Texas Department of Transportation. Please enter these comments into the official record for
your [STEA reauthorization hearings.

Remove ISTEA Suballocations

The suballocation of federal surface transportation program funds is the one area of
ISTEA that we believe conflicts with the spirit of the law itself. While the intent of
suballocation is to guarantee minimum funding levels for certain purposes, in
practice suballocation leads only to confusion, complexity, and delays.
Suballocations and set-asides hve resulted in not fewer but more programming
categories, each with its own limited funding and restrictions on its use.

We feel subal locations and set-asides are not necessary. The enhanced planning and
public participation processes under ISTEA should and do determine where available
transportation funds are used. Today's transportation planning environment
guarantees that the needs of the public are being addressed, in terms of safety,
transportation enhancements, urban and rural needs, and intermodalism.
Furthermore, as in the past, needs will continue to drive the distribution of available
funds. The Transportation Improvement Plan, with its fiscal constraints, will ensure
that only the most feasible, logical, and locally supported projects move forward.

For this reason, we recommend the elimination of all suballocations and set-asides.
This would streamline the Surface Transportation Program, making it easier for states
and localities, working together through the planning process, to meet their
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transportation needs quicker and more efficiently. To accomplish this, we
recommend that the subcommittee make the following revisions to Title 23, United
States Code, eliminating suballocations and set-asides. If the activities which they
support are not now eligible under the general Surface Transportation Program, they
should be made eligible.

• §133(d)(1) - 10% for Safety programs - repeal language
* §133(dX2) - 100/a for Transportation Enhancement Activities - repeal

language
§ I 33(dX3) - Division between urbanized areas of over 200,000 population
and other areas - repeal

* §133(0 - Allocation of Obligation Authority - repeal
• § 144(g)(3) - Off-System Bridges - repeal
* § 149 - Congestion Mitigation and Air Quality Improvement Program - repeal

section and make activity eligible under STP
* §150 - Allocation of urban system funds - repeal
* § 157(b) - Minimum Allocation - revise to remove reference to § I 33(dX3)
* § 157(c) -Limitation on Planning Expenditures - repeal
• §160(e) - Reimbursement for segments of the Interstate System constructed

without Federal assistance - amend by deleting the words "Va of"

Let me reiterate: we are not suggesting that the purposes of these set-asides and
suballocations are inappropriate. Instead, we believe that we can accomplish the
same ends without specific direction in law. The public participation and
metropolitan and statewide planning processes will ensure that these goals are
accomplished in a more efficient manner.

Allow Greater Levels of Funds Transfers Between Programs

ISTEA allows states to transfer certain percentages of their NHS and Interstate
Maintenance program funds to the STP category without the approval of the
Secretary of Transportation. Because system needs vary from state to state across the
nation, states need to be able to transfer greater amounts between programs. We
recommend that the subcommittee make the following revisions to Title 23, U.S. C.,
to enhance funding flexibility:

Amend §104(c) to allow states to transfer a greater percentage of NHS funds
to STP without the approval of the Secretary (because STP funds can be used
on the NHS) and continue language which exempts such transfers from any
suballocation within STP
Amend §1 19(f(2) to allow states to transfer up to 50%/ of their IM funds to
STP without the approval of the Secretary (these funds would also remain
exempt from any suballocation).
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In addition, whenever states transfer funds out of the IM program, they are later
ineligible to apply for any IM discretionary funds. This federal regulation limits the
ability of states to use available funds to meet system needs and should be eliminated.

Streamline the Project Agreement Process

Historically, the Federal-aid highway program had the state develop the plans,
specifications, and estimates for each project; obtain approval from FHWA for that
project; enter into a formal project agreement with the Secretary concerning the
construction and maintenance of that project; and then, based on the project
agreement, share the cost of the project with the federal government. This project by
project approval process is paperwork intensive and time consuming. Because the
states have longstanding relations with the FHWA in project approval and financing,
we recommend that the subcommittee make revisions in §110 of Title 23, U.S.C., to
allow states to request and receive formal agreement from the Secretary for an
amount of funds that would cover multiple projects.

States are already responsible for project oversight for most of the federal-aid
highway program. An expansion of the formal project agreement arrangement would
allow states to expedite more projects in a shorter amount of time without the need
for project by project agreements. The Statewide Transportation Improvement
Program could serve as the approved list of projects that could be funded with the
pre-approved funding under the general project agreement. States would be
authorized to let projects to contract until the funds under the general agreement run
out. At that time, the state would reapply to the Secretary for the approval of a
subsequent general agreement covering another set of federal funds.

Provide Separate Obligation Authority for Equity Program Funds

We support efforts to change the formulas used to distribute federal highway funds
to the states to ensure an equitable and fair distribution of these funds to take care of
the nation's surface transportation system. However, until the existing formulas are
changed, all existing and continuing equity programs, such as Donor Bonus, 90% of
Payments program, Hold Harmless, and Apportionment Adjustments program should
be given their own obligation authority (like the Minimum Allocation program has)
outside the general obligation limitation.

The purpose of these funds is to bring states closer to a fair distribution of federal
highway funds. The inclusion of any of these program funds under the general
limitation on obligation limits their use. These funds should be the most flexible of
all the federal highway funds. To achieve this purpose, we recommend that the
subcommittee provide separate obligation authority for any future or continuing
equity funds distributed through federal surface transportation programs.
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Chairman Thomas Petri - Page 4 - September 23, 1996

H.R. 3775- Restoring IS TEA Integrity

Finally, we recommend to the committee the program streamlining proposals
embodied in H.R. 3775, the ISTEA Integrity Restoration Act. We believe
modernization of the federal highway funding formulas is long overdue. We should
work together to ensure that the formulas are based on realistic factors which reflect
the needs of the nation's highway system. Equitable and realistic formulas will take
us a long way toward our goal of establishing, building, and maintaining a strong,
reliable, and efficient transportation system for the nation.

Thank you for the opportunity to submit these recommendations to the subcommittee. Let me
reiterate that my comments are the position of the Texas Department of Transportation. They donot represent the position of the American Association of State Highway and Transportation
Officials, although many of my comments reflect the Association's reauthorization philosophy. I
hope that you will find these recommendations useful as you work to craft legislation to reauthorize
federal surface transportation programs and funding.

I have also attached my corrections to the transcript of my testimony on June 25, 1996. If you or
your staff have any questions, please contact me at (512) 305-9501 or Coby Chase, Director of
Legislative Affairs, at (512) 463-6086.

Sincerely,

Win. G. Burnett, P.E.
Executive Director

Attachment
cc: Francis Francois, AASHTO
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Mr. PETRI. Thank you very much for your testimony.
Mr. BURNETT. Thank you.
Mr. PETRI. The next panel consists of the Honorable Kenneth

Barr, who is going to be introduced by our colleague, Mr. Geren,
from Texas; The Honorable F.G. Buddy Villines, who is the county
judge, Pulaski County, Arkansas, and chairman of the National As-
sociation of Metropolitan Planning Organizations and the National
Association of Regional Councils; The Honorable Jean Jacobson,
county executive, Racine County, Wisconsin, who is representing
the National Association of Counties; and Mr. Kurt Weinrich, who
is the director of Regional Transportation Commission of Clark
County.

Mr. Geren, would you like to say a word about your Ft. Worth
citizen?

Mr. GEREN. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to do that.

I welcome the mayor of my home town, Kenneth Barr. He is ap-
pearing today on behalf of the National League of Cities, but he is
recently elected as mayor of our city, having served on the city
council and having been one of the great community leaders in Ft.
Worth all his life.

It is a real pleasure to welcome you, Kenneth. It's geat to see
you. We're pleased to have you here on behalf of the National
League of Cities and look forward to your testimony.

It is an honor to our community of Ft. Worth to have you here
representing a national organization, and we appreciate having the
opportunity to have you before our committee.

Thank you, Mr. Chairman.
Mr. BARR. Thank you.
Mr. PETRI. Thank ou.
Mr. Barr, as you know, we generally have a summary of about

5 minutes, and the full statement is included in the record, so we
look forward to your comments.

Mr. BARR. Very good.

TESTIMONY OF HON. KENNETH BARR, MAYOR, FORT WORTH,
TX, ON BEHALF OF THE NATIONAL LEAGUE OF CITIES; HON.
F.G. "BUDDY" VILLINES, COUNTY JUDGE, PULASKI COUNTY,
ARKANSAS, AND CHAIRMAN, ASSOCIATION OF METROPOLI-
TAN PLANNING ORGANIZATIONS, AND BOARD OF DIREC-
TORS, NATIONAL ASSOCIATION OF REGIONAL COUNCILS;
JEAN JACOBSON, COUNTY EXECUTIVE, RACINE COUNTY,
WISCONSIN, AND VICE CHAIR, TRANSPORTATION AND TELE-
COMMUNICATIONS STEERING COMMITTEE, THE NATIONAL
ASSOCIATION OF COUNTIES; AND KURT WEINRICH, DIREC-
TOR, REGIONAL TRANSPORTATION COMMISSION, CLARK
COUNTY, NEVADA
Mr. BARR. Thank you, Mr. Chairman and members of the sub-

committee.
The National League of Cities is pleased to have this opportunity

to share our views on ISTEA's surface transportation program.
I'm Kenneth Barr, mayor of Ft. Worth, Texas, and a member of

the NLC Transportation and Communications Policy Committee.
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The National League of Cities represents 135,000 mayors and
council members from municipalities across the country. Addition-
ally, I am vice chair of the Liveable Communities Campaign, which
is a national coalition of business and public sector leaders who
want to enhance communities and the economy through local trans-
portation initiatives.

The National League of Cities supports the reauthorization and
reaffirmation of ISTEA. This national transportation policy has
been extremely innovative and influential. Along the same lines,
we also support ISTEA's surface transportation program.

Today, I will focus on how Ft. Worth has been involved with
STP, concentrating on, first, the sub-allocation to metropolitan
areas with populations greater than 200,000, and, second, the en-
hancement program.

First, the National League of Cities supports the STP sub-alloca-
tion because it contains the underlying goals of ISTEA: first, the
Federal commitment to transportation policy, including both fund-
ing and national transportation goals and objectives; and, second,
local government decision-making and flexibility.

Local governments can implement Federal goals and objectives
the best way in the best manner for their communities. Ft. Worth
is using SIT funds to implement the national goal of maintaining
infrastructure and decreasing congestion by restructuring and wid-
ening roads that have the most need in the metropolitan area.
These projects may not be glamorous, but they are extremely nec-
essary to achieve the efficient movement of people and goods.

In a metropolitan area of 4.5 million people such as we have in
the Dallas/Ft. Worth area, there is enormous commerce. Nation-
ally, congestion is costing about $40 billion a year. Businesses will
relocate in an area, the economy will grow, if they can rely on the
efficient transportation of their goods.

The Ft. Worth local government is in the best position to know
what we need to do to make our regional transportation system be-
come more efficient to achieve that goal. We know our roads. We
have more personal contact with business leaders in our city to
learn what they need.

This sub-allocation program has been extremely effective in guar-
anteeing local decision-making on local transportation.

Second, the NLC supports the enhancement program because it
promotes alternative transportation modes that will increase eco-
nomic productivity through increased transportation efficiency
within a region. How? First, by providing alternative modes of
transportation such as light rail. That takes people off the road.

As I stated earlier, less cars means leas congestion, faster travel
time, and a greater liveability in metropolitan centers. Less conges-
tion translates to more efficient movements of goods and people for
businesses.

As a small businessman, I will tell you that the ability of my
company to deliver its merchandise in the Dallas/Ft. Worth area on
a good local transportation system is extremely important.

A metropolitan area with less congestion is an attractive place
for businesses to locate.

Second, transportation modes such as light rail become centers
for increased economic activity growth and, from the municipal per-
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spective, increased property values. When a new station opens,
businesses open around it.

One enhancement project in Ft. Worth is a component of the
intermodal transportation center, the ITC. It is an intermodal sta-
tion that will provide economic growth for the entire metropolitan
region. This regional facility will serve as a transfer point among
10 modes of transportation, including commuter and high-speed
rail service, bus service, taxis, air shuttle connections, and mobil-
ity-impaired transportation.

Enhancement funds are being used to restore the Texas and Pa-
cific Railway Terminal Building which the ITC will be centered in.
This station links Ft. Worth and Dallas together by RailTran, the
commuter rail service that will provide greater access between our
cities. RailTran is targeted for the professional and business com-
munity to travel between the cities during the day. This is going
to allow business to increase between Ft. Worth and Dallas.

Unlike many commuter rail systems, RailTran runs between two
major metropolitan centers, rather than jus-t taking people from the
suburbs into the city and then back home again in the evening.

Enhancement funds are allowing part of the intermodal transpor-
tation center to be built. And let's ace it: we cannot just continue
to build freeways. We need to offer our citizens cost-effective alter-
natives to the car.

Mr. Chairman and members of the subcommittee, I greatly ap-
preciate your leadership on these issues and look forward to work-
ing with you during the reauthorization of ISTEA. We hope that
you continue to support the role of local governments in transpor-
tation.

Once again, we appreciate the opportunity to be here and to tes-
tify today.

Thank you.
Mr. PETRI. Thank you for your testimony, Mr. Mayor.
Our next panelist is going to be introduced by our colleague, Tim

Hutchinson from Arkansas.
Mr. HUTCHINSON. Thank you, Mr. Chairman.
Let me take this opportunity to commend you for holding this se-

ries of hearings on ISTEA reauthorization, and particularly the
hearing today on one of most popular and important of the pro-
grams, the surface transportation program.

I'm very pleased that the subcommittee will have the opportunity
to hear testimony from Judge Buddy Villines of Pulaski County,
Arkansas, a friend of mine and someone I've enjoyed working with
during my 8 years in the State Legislature, as well as my time in
Congress.

Judge Villines is a board member of the National Association of
Regional Councils. He's chairman of the Association of Metropoli-
tan Planning Organizations. Most important for us in Arkansas,
he's the past chairman of Metro Plan, the MPO for the Little Rock
metropolitan area.

As the chief executive of Pulaski County, as well as a former
mayor of the city of Little Rock, Judge Villines knows first-hand
the transportation challenges facing those on the front line.

I had an opportunity just a few weeks ago to address the Arkan-
sas Association of Metropolitan Planning Organizations, and I



904

know how important it is for the local communities in my home
State of Arkansas that those MPOs be able to retain a strong voice
in this next ISTEA reauthorization.

Buddy, Judge, we're very glad to have you, and we welcome you
today and thank you for taking time to share with us.

Mr. PETRI. I apologize for mangling your name. Please proceed.
Mr. VILLINES. Well, sir, as I think we all know in politics, it

doesn't matter what you call us, as long as you call us.
[Laughter.]
Mr. VILLINES. Thank you, Congressman, Mr. Chairman, and

members of the committee.
Congressman Hutchinson did mention that he spoke at our

AAMPO meeting in Arkansas and did an excellent job. I think all
of us were pleased to hear the attitude with which Congress is
looking at this and the other things that are moving decisions as
close to the people as we can.

AAMPO, which is the Association of Metropolitan Planning Or-
ganLmations, has begun a considerable review over the last year or
year and a half of IST;:A, its implementation, our role in it, and
we have published a working document called "ISTEA-II: Building
a Coalition," which I'd like to ask also be attached to my comments
here.

What it tries to do is outline what we think are the issues that
need to be discussed, some principles that we think ought to be
dealt with.

We believe there is a national interest in the highway system,
both from--originally, as you know, from national defense to now
the support of the national economy.

There is 77 percent of our Nation that now lives in metropolitanareas, and that means, we think, that you need to extend, as I
think I heard mentioned earlier, that the interest extends beyond
just the interstate and the national highway system facilities. We
need to reaffirm in ISTEA.II and strengthen the critical national
interest metropolitan transportation systems brings to the national
economy.

People, goods, whatever we're talking about moving on our road
systems will run through metropolitan economy, a metropolitan
area somewhere along the way. Not only is that a linkage, but also
to prevent bottlenecks.

The mayor said, and I think rightly so, we can no longer just as-
sume that we can build more bypasses to our metropolitan area.
We've got to have help in moving people in and through those sys-
tems and those areas.

ISTEA's philosophy we believe led to innovation, collaboration,
consensus, and vision. The many partnerships that have been es-
tablished-I crm cite many like Philadelphia, Cincinnati, St. Louis,
San Diego-groups that have used their funds to enhance freight
movements, to preserve rail options, to create a better way of life
and a better quality of life for their citizens. The essence of ISTEA
is partnership.

Cost-efficient and greater community support results from that
citizen participation, and the way that we've gone about that is
greater today than it has ever been.
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But a true partnership requires a real local role in deciding the
programming of funds.

ISTEA's first step in sub-allocating STP through MPOs, where
the collaborative process has worked well, we have had much bet-
ter decisions. We believe that needs to extend to include NHS,
interstate, and bridge funds.

We recommend also that the committee consider to give the
States the authority to adopt, in joint cooperation with its MPOs,
a process for distribution of all transportation revenues in each
MPO area. This could be reviewed annually and worked through
between the MPOs and the State.

How it could be done? We think one way is the same way as
highway planning funds, the key requirement being that the for-
mula would be jointly developed.

We acknowledge that there are some issues that need to be re-
solved, but we think that they can be resolved.

The benefits we see would be to provide additional flexibility and
resource allocation, ensure linkages to national goals and objec-
tives, enhance the partnership arrangement, and strengthen the in-
vestment decisionprocess in support of transportation systems.

ISTEA is a bold experiment in federalism. The process has re-
quired working through competing interests and practices, but isn't
this what democracy is all about?

There are those who will say, I think, that it hasn't worked all
that well, and I think, because we are a diverse Nation, we have
some diverse results, but I think it is obviously, at least from our
perspective, a major step that we have taken, and we want to see
it continue to move forward.

In concluding, I know that you are going to have further hear-
ings. We would like to be able to work with you to give you our
ideas on the MPO process concerning environmental issues of Fed-
eral transportation program.

I thank you for the opportunity to testify. I want to ask that my
written statement and the attachment be part of the official
records, and, of course, would be ready to answer any questions.

Thank you.
Mr. PETRI. Thank you.
Ms. Jacobson?
Ms. JACOBSON. Good morning, Mr. Chairman and members of

the subcommittee. I'm Jean Jacobson. I'm the county executive
from Racine County, Wisconsin, and today I'm here representing
the National Association of Counties, referred to as NACO, where
I serve as vice chair of the Transportation and Telecommunications
Steering Committee.

On behalf of NACO, I want to thank the subcommittee for giving
me this invitation to appear before you this morning on this very
important subject.

The STP program is the key Federal transportation program for
county government, along with the bridge and transit programs.
This is a program that returns Federal transportation funds to
many counties across America. This is a program that returns gas
tax funds to the local taxpayer for use on county-owned roads,
bridges, and the transit systems. It's a program that contributes to
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the economic development of the urban, suburban, and the rural
counties of America.

Counties have a major stake in surface transportation in the
United States.

In Racine County, where I have been an elected official for over
16 years, transportation is a big-ticket item for our county budget.
With a budget of almost $9 million, our public works department
is responsible for 400 lane miles of county roads, and we maintain
over 500 miles of State roads, including 72 miles of the interstate.
Yes, in Wisconsin the counties maintain the interstate highways.

STP was included in the ISTEA act, in part to replace the sec-
ondary and urban system programs which for many years had been
a major source of Federal funding to counties.

In general, STP has been a success, and NACO strongly supports
its continuation as a separate program when ISTEA is reauthor-
ized next year.

I want to take a few moments to comment on four issues related
to the STP program: project selection, flexibility, location, and
funding.

The program has probably been of the greatest benefits to urban
and sub urban counties, particularly those counties and metropoli-
tan areas in excess of 200,000 population, such as the region in
which Racine County, Wisconsin, is located.

Since those are the areas in most States with the largest popu-
lations, they receive the most funds. Equally important, it is in the
metropolitan areas that local elected officials have the ability to
participate in the planning organizations and make the key deci-
sions concerning how the funds are to be spent.

Because of STP, county officials now have more ownership in the
Federal surface transportation program. There is absolutely no
question that county and other local officials serving on MPOs arein the best position to make the key funding and project selection
decisions regarding the allocation of STP funds.

In southeastern Wisconsin, where I live, those Federal planning
and companion programming requirements are met by a seven-
county organization known as the Southeastern Wisconsin Regional
Planning Commission. I know that I speak for the seven counties
comprising that region when I say that the Federal commitment to
metropolitan transportation planning is sound and in the public in-
terest and should remain intact as the Congress considers ISTEA
and sets the tone for the funding and development of the Nation's
major transportation systems over the foreseeable future.

NACO believes that the program could be enhanced by bringing
those county officials in areas of less than 200,000 or more into the
process.

ISTEA provides that, in metropolitan areas of less than 200,000,
project selection for the funding shall be done by the State, in co-
operation with the local MPO.

In areas of less than 50,000, the State again has the predomi-
nant role in project selection, which is done in cooperation with
local officials.

While some county officials in smaller metropolitan and rural
areas have been invited to participate in the project selection proc-
ess, others have not. NACO believes ISTEA, in general, has worked
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to encourage county participation, but there still is a ways to go ir,
these smaller rural regions.

State departments of transportation view how they must deal
with local governments in different ways, and NACO urges this
subcommittee to strengthen the requirements for participation by
local officials.

NACO looks forward to working with the subcommittee to de-
velop the best approach to increasing the involvement of local elect-
ed officials in the project for selection.

NACO believes the flexibility of the program is one of its out-
standing characteristics, and there is no question that different re-
gions have different transportation needs and different require-
ments.

We agree that local officials are in the best position to decide, for
example, whether the funds should be spent on highways, bridges,
transit systems, carpool projects, parking facilities, railway-high-
way grade crossing, or safety improvements. This is the type of
block grant approach that NACO supports.

Regarding the project location, NACO supports the existing law,
which allows STP funds to be spent on bridges, on public roads all
functional classifications.

As members of the subcommittee know, 2,000 of the 3,000 coun-
ties in the United State are rural, and we know that you'll give us
consideration.

My fmal point has to do with funding. We believe that we would
like the maximum funding possible for ISTEA.

On behalf of NACO and counties throughout the United States,
I would like to thank you for the invitation to speak before you
today. You do have my written testimony for your record.

Thank you.
Mr. PETRi. Thank you. We appreciate the advice.
Kurt Weinrich?
Mr. WEImcH. Mr. Chairman, Congressman Rahall, members of

the subcommittee, I am Kurt Weinrich, director of the Regional
Transportation Commission, or RTC, of Clark County, Nevada,
which is in Las Vegas.

I would like to thank you for the opportunity to appear before
the subcommittee regarding the RTC's views on two aspects of the
surface transportation program.

I respectfully request that the written testimony I have submit-
ted be entered into the record.

As a preface to the RTC's views on the STP, some background
would be in order for the subcommittee.

First, the RTC serves as the metropolitan planning organization
for the Las Vegas metropolitan area, which currently has a popu-
lation in excess of a million people.

Second, the RTC is the region's gasoline tax agency for arterial
road construction and it serves as the public transit agency for the
region.

The RTC is not only a multi-modal planning entity, but a multi-
modal service provider, funding well over $100 million annually in
new roadway construction and operating a mass transit system
that today moves over three million passengers a month and recov-
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ers over 50 percent of its operating and maintenance cost from the
fare box.

Over the last several years, the Las Vegas metropolitan area has
experienced phenomenal growth. The historical trends demonstrate
that the RTC's task of planning, funding, and operating multi-
modal transportation systems is becoming increasingly more com-
plex year by year.

We believe that Las Vegas has progressed to a point where a
thorough analysis of transportation alternatives has become essen-
tial. To that end, the RTC is conducting a major investment study,
in accordance with Federal planning rules, for over a year to iden-
tify regionally significant high-capacity transportation improve-
ments in the heart of our community, the resort corridor.

It is clear from the work completed to date that a rail system of
some kind, carefully planned to serve both the rapidly-jrowing pop-
ulation, as well as the tremendous growth in visitors, is necessary.

The RTC is now in the process of considering the comparative
merits of constructing a fixed guideway system consisting of 14
miles of elevated guideway serving 29 stations.

The RTC contemplates that a substantial portion of the construc-
tion cost for a fixed guideway system will be paid for through a fare
share funding plan that will include local public dollars, as well as
private industry contributions.

The RTC is looking at innovative financing techniques that in-
clude tax increment financing, value capture, joint development op-
portunities, and a transportation infrastructure investment bank.

It is within the context of this rapid growth, growing reliance on
multi-modal services, and a desire to creatively finance transpor-
tation investments that I wish to address my remarks on the STP.

The RTC supports the Congressional policies outlined in ISTEA,
and specifically in the STP. The decision-making authority allo-
cated to MPOs has proven effective for those of us in the State of
Nevada.

The RTC believes that the STP's broad statutory mandates
should remain, that an increased emphasis should continue on the
flexible use of funds in the reauthorization legislation.

Transit agencies and State DOTs must, out of necessity, form
artnerships. The RTC believes a public transit authority cannot
ave the sole financial responsibility for financing major invest-

ments in that area.
The RTC encourages the subcommittee to consider leaving the

option of whether to transfer funds from the STP to the FTA cap-
ital program a local and State decision. Specifically, we recommend
that a transit agency and a State DOT be permitted to move for-
ward project financing without taking the formal steps of transfer-
ring funds to the FTA capital program, and then subsequently ap-
plying for those same funds through the FTA grant process after
deciding the flexibility issue.

The advantages of this approach should be obvious in terms of
reducing administrative burdens and facilitation of streamlining
approach to creative financing.

We recommend that the subcommittee require that such a flexi-
ble approach only be allowed after the completion of a properly-pre-
pared major investment study. By coupling project financing re-
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quirements to the MIS, Congress will improve the strength of the
MIS process.

Finally, with regard to the STP program in Nevada, specifically,
the subcommittee should know that the State of Nevada operates
under a special rule governing the formula for the distribution of
STP funds under 23 USC 133(D)(3)(c).

In Nevada, as a result of this special rule, which we believe ap-
plies only to Nevada, the distribution formula is reversed from the
rest of the Nation, meaning 65 percent of the STP funds is allo-
cated to the State for State-wide distribution, and only 35 percent
is allocated to the metropolitan areas, of which there are two-Las
Vegas and Reno. However, the population in these two areas ac-
counts for 90 percent of the population of the State.

In conclusion, only through joint cooperative efforts will MPOs,
transit operators, and State DOTs improve their performance in ob-
ligating the funds that are available through the STP program for
both metropolitan areas and the States. We would suggest that the
specific provision in ISTEA that I cited that provides for the rever-
sal in Nevada of the STP distribution formula be repealed as part
of the reauthorization.

In closing, the RTC as an MPO, a highway funding agency, and
a public transit authority strongly supports the flexibility of STP.

We'd be happy to answer any questions you might have.
Mr. PETRI. Thank you.
Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
I just have one quick question for the Judge, if I might.
I appreciate the thought that you and t'ne organizations that

you're representing here today have put into your alternative ap-
proach to the sub-allocation of funds to the MPOs. As I understand
it, you're suggesting that all transportation funds be sub-allocated
along the lines of how highway planning funds are distributed. As
you know, the STP funds are currently sub-allocated to areas of
over 200,000 in population.

I guess I have a two-part question. The first would be: how would
your alternative approach to sub-allocation affect the existing
method by which STP funds are sub-allocated?

And then the second part of the question is: by proposing that
all funds be sub-allocated, are you including NHS, interstate main-
tenance, and bridge monies, as well?

Mr. VILLINES. Let me kind of answer those in reverse, sir, if I
could.

The answer to that is yes, we are proposing that, in a metropoli-
tan area, that those local officials have some say in the process
about the decisions of how those monies are spent.

When I said allow for more flexibility for use of funds, if-right
now the way it works, as you know, is STP funds only for those
MPOs 200,000 and above. Well, we make decisions on those, but
if we're not involved in the decisions of the others, you could actu-
ally end up having some conflicting kinds of decisions made in how
we re going to use those funds within a given area.

We-feel like that, just on the basis of being able to comprehen-
sively look at the investment end of the transportation system, that
if we're at the table with the State at the same time the decisions
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are made on all these funds, that you've got a better chance for a
more comprehensive look at total transportation system within a
metropolitan area.

We do suggest that this be extended to smaller MPOs if they
want to use it. There will be some that will decide that, on thic
basis of their capacity, or for whatever reason, that they might not
want to be sitting at the same table with the State and the other
MPOs in the State.

But yes, sir, we would suggest that this ought to be extended
down to all MPOs, as I think another member has said today, sim-
ply because they are the ones who, in their areas, do understand
what needs to be considered. We feel like that they have the capac-
ity to look at that and make those decisions.

Mr. RAHALL. Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Mr. Oberstar, have you any questions?
Mr. OBERSTAR. Thank you very much, Mr. Chairman.
The focus of this panel's testimony is flexibility in the STP, and

that is-when we get around to the reauthorization of ISTEA, it's
going to be a very hotly-debated issue, with the States on one side
and metropolitan planning organizations, cities, regional councils of
government on the other side.

I think the question that Mr. Rahall was exploring is how much
flexibility, what do you mean by "flexibility," and who should have
what authority.

What we tried to do in ISTEA was to recognize the changing na-
ture of transportation, and that urban areas have very different
needs one from the other and from rural areas where most of the
highway mileage is located. Most of the traffic movement is closer
in to cities.

The question then is: how far do we go with flexibility, what rela-
tionship do you have with State transportation departnwents or
highway departments, and who should really make that decision
about what is best for your city, for your regional association of
governments?

For example, if a State says, "We need a connector or to improve
a connector that is a main artery into the urban area," and you
say, "Well, we feel that we'd be better served by buying more
buses, by a light rail transit system, or some option, and we don't
want as big a highway, and we don't want as much money as--"
who is going to resolve that and who should ultimately have that
authority to make that decision?

Mr. VILLINES. Are you asking me?
Mr. OBERSTAR. I'm asking you and anyone else at the table who

wants to answer.
Mr. VILLINES. Let me take one shot at it. I think the mayor-
Mr. OBERSTAR. The governors aren't here, so I know that they're

answer would be.
Mr. VIuJmES. Well, in different parts of the country, sir, there

are some State highway departments and some MPOs who have
worked through that, at least with STP-not very many. I consider
in my State we're about halfway between those who aren't working
well at all together and those that are working real well together.



911

I think that the point in all this, ISTEA's philosophy is that it
acknowledges the differences of opinion, and that ultimately the de-
cision has to be made in a cooperative way without either side nec-
essarily having so dominant control that they disregard the inter-
est of the other; that the State can't have, in its focus, its only goal
as to get people down the highway, and the metropolitan area can't
have its only focus being making sure that people within a commu-
nity can move back and forth.

Who makes ultimately the decision? One of the things that we
might look at is that, while you wouldn't cut off the Federal funds,
at least that there be an arbitration set up, not by the Fed, but by
the two parties agreeing to do that arbitration; or that, in lieu of
that, any further distribution of funds might be based upon what's
happened in the past percentage, which wouldn't be the interest of
the State or the local, either, and would help compel them to make
a decision to get it done.

Mayor, you might particularly want to think about-
Mr. OBERSTAR. I would say that's a very reasoned response, and

a thoughtful one, as well. These decisions are not made in a vacu-
um with one side having all the say or the other side having all
the say, but should be done as you described.

Mayor, what is your thought about this?
Mr. BARR. I think it makes the most sense to have a clear state-

ment from Congress of national transportation policy and then to
have strong input at the local level. I think we 1now our commu-
nities.

In the Dallas/Ft. Worth area, which is known as-these are
known as two cities that traditionally battle all the time-we have
accomplished more cooperative relationship at our MPO than any-
thing else, I think, in the whole region. It's because the local gov-
ernments have come to the table committed to work on an irisue
that is of paramount importance to us.

I think the MPO has worked very effectively in our area. I un..
derstand other parts of the country 11here have been problems, but
in our area it has really worked effectively, with good communica-
tions and good results. We need the op-portunity for local input.

Mr. OBERSTAR. Ft. Worth is a very good example, because you
have worked together on a common airport, even though you have
the Love Field issue that Ft. Worth is a li!;tle restless over still. I've
managed that matter for many, m~ny y r. But also you have I-
35 that either originates or terminates in Duluth, depending on
your perspective, and originates or terminates in Laredo, Texas, de-
pending on your perspective.

[Laughter.]
Mr. OBERSTAR. I'll never forget being in Ft. Worth for one of sev-

eral meetings. I was there for aviation purposes. As we were head-
ed out, to my great surprise I saw 1-35. I said, "Driver, hang a
right and stay on this road for 3 days and you'll get up to my Dis-
trict."

So if I'm driving from Duluth in this NAFTA era of ours and
international travel, and I want to, or I want my goods to get
through Dallas/Ft. Worth, I may have a different perspective than
a native of the area who simply wants better transportation within,
as Mr. Villines said.
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Mr. BARR. I'm not sure I completely agree with you on that, be-
cause I think we recognize at the local level that goods and services
have got to be able to move freely through our area. At the same
time, we recognize that part of making it move through along
Interstate 35 from one end to the other is to have good routings
in and around and through our cities and good ingress and egress
from those interstate highways. That's a part of making that traffic
move.

Mr. OBERs'VAR. You'd make those considerations part of your
MPO process then?

Mr. BARR. Yes, sir.
Mr. OBERSTAR. That's great to hear. Wonderful.
Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Mr. Geren, do you have any questions?
Mr. GEREN. Just briefly, in following up what Mr. Oberstar said

and Mayor Barr's response, our area, particularly, is sensitive to
the needs of international commerce, both with DFW Airport and
I think a growing awareness of how our end relationship with the
rest of the world is so important to our economic growth.

Twenty years ago it wouldn't have crossed the mind of anybody
in Ft. Worth that we were part of a great port, but a point that
you've made in so many of your speeches, these great airports now
are great ports, and 1-35 is part of our port. I think that our region
has taken that into consideration.

I just have a question to Mayor Barr. In looking at the MPOs,
I know one of the criticisms that I hear in our area is some of the
smaller communities in the region don't feel that they are ade-
quately represented at the COG level or at the MPO level. You've
worked in the transportation area for a long time, and before you
were mayor.

Do you have a feel for that, whether or not some of these commu-
nities that don't have the population or the clout in a region are
able to have some of their transportation needs fully addressed by
the current system, or do you think more needs to be done to make
sure that some of these suburban and semi-rural areas need to
have their needs specifically considered as ISTEA is reauthorized?

Mr. BARR. Frankly, I think the opportunity is there, and for the
communities and areas that want to participate, they can, and theydo get results.Ive been very impressed that even those of us from Dallas and

Ft. Worth that represent the large cities, we understand the need
for regional cooperation at the MPO, and there is truly a concern
to-a realization that these roadways don't stop at the city limits
or the county line; they continue to go on.

Those people who live in the outlying areas work in our city and
travel to and fro. The people in our cities go out to those commu-
nities.

There is a recognition we have to take care of the surrounding
area in the broader, long-term interest of whole region.

Mr. GEREN. Thank you. You know, in an area such as ours-in
the current bill we talk about the populations of cities and make
decisions based on that. Areas such as ours, with tremendous sub-
urban growth, the city limit lines really mean very little. It's hard



913

to tell where one city ends and the other one begins. Yet, we
make-the law distinguishes between cities based on their popu-
lation.

I know, in responding to concerns from some of our communities
that make up the Ft. Worth and Dallas areas, there have been ex-
pressions of concern that some of these cities have problems that
are comparable to what the big cities have in transportation, but
some of their concerns aren't adequately addressed.

I appreciate your comments.
Mr. BARR. If I could just point out, we live in a county. Ft. Worth

is in a county with, I believe, 35 other municipalities, so this is a
very real issue. But I think we deal with it fairly effectively.

Mr. GEREN. Yes. That's 35 towns and 1.4 million people, and
with Ft. Worth being really the economic center of the county.

Thank you, Mayor.
Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Mr. Sawyer, do you have any questions?
Mr. SAWYER. Mr. Chairman, I don't have questions. I thank the

panel for their testimony. I didn't get here in time to hear it, but
I will review it. I'm grateful to you for having this continuing series
of hear -gs.

Mr. PETRI. Mr. Mascara?
Mr. MASCARA. I guess you'll recall the slogan in Pennsylvania,

"You have a Friend in Pennsylvania." As a former county commis-
sioner who served for 15 years in Washington County, Pennsylva-
nia; as a former NACO member; as the chairman of the Southwest-
ern Pennsylvania Regional Planning Commission, the MPO in
southwestern Pennsylvania, you, indeed, have a friend in Penn-
sylvania, because I was never completely satisfied.

We thought originally when ISTEA was passed in 1991 that, in-
deed, local planning organizations would have more flexibility and
authority as it related to highway projects. It was an illusion. It
was an illusion.

The MPO had representation from the State DOT, who at-
tempted to overwhelm us as local county commissioners and local
government officials, and I'd like to see some changes made to give
local governments some real authority.

Pennsylvania decided that 80 percent of the ISTEA money
should go to maintenance, which left little or nothing for new high-
way projects.

So I'm going to be placing some emphasis, as a member of the
Transportation Infrastructure Committee, to give more authority to
local governments. You need more say. You know what suits you
best, and I wish you all well. I'll be working towards that end.

Thank you, Mr. Chairman.
Mr. PETRI. Thank you all for your testimony. We look forward to

working with you and your organizations over the coming months
as we go through this process.

I think we may have time for our first panel, who is now here,
our colleague, The Honorable Peter J. Visclosky of Indiana.

Pete, it's about 12 minutes actually or-
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TESTIMONY OF HON. PETER J. VISCLOSKY, A
REPRESENTATIVE IN CONGRESS FROM INDIANA

Mr. VISCLOSKY. Mr. Chairman, I understand that my complete
statement will be entered in the record.

Mr. Chairman, Mr. Rahall, members of the committee, I appre-
ciate the opportunity to appear before you today relative to the sur-
face transportation program. My remarks today will focus on the
highway-rail grade safety improvements program.

As you know, the Highway Safety Act of 1973 led to the estab-
lishment of the rail-highway crossing program, also known as sec-
tion 130. The program's goal is to provide Federal funds for the
State efforts to reduce the incidence of accidents, injuries, and fa-
talities at public railroad crossings. The program currently provides
States with railroad crossing funds as part of a 10 percent set-
aside.

Section 130 funds are clearly essential to help States curtail the
incidence of accidents at public crossings; however, I believe that
these funds could be distributed in a more equitable fashion.

I have introduced legislation, the Highway-Rail Grade Crossing
Safety Formula Enhancement Act, H.R. 3000, which would provide
States which have more crossings and more accidents at crossings
with more Federal assistance; however, we would not have an in-
crease in Federal expenditures overall.

Specifically, H.R. 3000 would improve the Federal funding for-
mula to account for risk factors that identify which States have sig-
nificant grade crossing safety problems. The factors considered in
the bill include the State's share of the national total for public
highway-rail grade crossings, its number of crossings with passive
warning devices, and its total number of accidents and fatalities
caused by vehicle-train collisions at crossings.

Maximizing the return from Federal funds requires that they be
targeted to areas with the greatest risk. In a 1995 report to Con-
gress on the status of efforts to improve railroad crossing safety,
the GAO found anomalies among the States in terms of the funds
they received in proportion to three key factors: aCcidents, fatali-
ties, and total crossings.

Several hundred people are killed and thousands more injured
every year in the United States as the result of these types of colli-
sions. A significant number of these accidents occur in rail-inten-
sive States such as Indiana, Illinois, Ohio, and Texas.

I would point out that almost one-quarter of the Nation's public
highway-rail grade crossings are located in these four States, and
they account for 33.5 percent of the deaths and 29 percent of the
injuries caused nationwide between the years of 1991 and 1993.

By targeting funds to States on the basis of risk factors, we can
put scarce resources to work and use a common-sense approach by
allocating Federal dollars where the need is greatest. Given the
limited resources available for railroad crossing safety, it is crucial
that available funds be targeted to the most cost-effective ap-
proaches.

Again, Mr. Chairman, Mr. Rahall, and members of the commit-
tee, I deeply appreciate the opportunity to appear before you today
and your consideration of the bipartisan legislation that I have in-
troduced on rail grade crossings.
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Mr. PETRI. Thank you for your testimony.
We do have a minute or two if there are any questions.
Mr. Rahall?
Mr. RAHALL. No. I don't have any questions, Mr. Chairman. I'd

just like to commend our colleague from Indiana for a very well-
prepared testimony and excellent insight on the issue.

We will continue to wo:k with you. Your leadership will be very
helpful to us.

Mr. VISCLOSKY. Thank you very much.
Mr. PETRI. We've heard from a lot of other Members who have

similar interest in this legislation. It is a major problem in parts
of my District where there are older towns and the railroads used
to go right through the town, naturally. Now it has changed and
we needto do a lot of rearranging to sort the surface traffic from
the trains. I know it is a tremendous problem down in the con-
gested area that you have at the southern end of Lake Michigan.

We look forward to working with you and we appreciate your ini-
tiative.

Mr. VISCLOSKY. Mr. Chairman, thank you very much for your
courtesy.

Mr. PETRI. Are there any other questions?
[No response.]
Mr. PETRI. Thank you very much, Mr. Visclosky.
This hearing will be adjourned until-I think we have two more

votes after this, so 11:00.
(Recess.]
Mr. PETRI. The subcommittee will resume.
We're going to take a witness out of order because of a schedul-

ing problem and attempt to accommodate a friend and leader in
the transportation area, Mr. William D. Fay, president and chief
executive officer of the American Highway Users Federation, if he's
here.

(No response.]
Mr. PETRI. He's not here. I'm told he's coming. Here he is. Good.
Mr. Fay, we look forward to your remarks. We know you have

a few other things to do, and we're here to try to accommodate your
schedule.

TESTIMONY OF WILLIAM D. FAY, PRESIDENT AND CEO,
AMERICAN HIGHWAY USERS ALLIANCE

Mr. FAY. Good morning, Mr. Chairman and members of the sub-
committee.

My written testimony is supplied for the record, and it focuses
on three elements.

First of all, it recommends a streamlined STP, it describes the
factors that our recommendations are based on, and it expresses
our concerns with the current STP program.

You know, this subcommittee has asked the right first question
in this debate: what is the appropriate Federal role in surface
transportation?

One only has to turn to the Kasich-Mack bill to know that we
are far from agreement on that one answer. While the Highway
Users vehemently opposes the Kasich-Mack bill, we also think that
they've asked an important question: is the current Federal pro-
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gram meeting national needs? The answer to that question leaves
a lot of room for doubt.

Just consider that Uncle Sam takes $30 billion each year fromhighway users, yet deposits only two-thirds of that amount, or $21bi ion, in the highway account, and last year invested only $9.3
billion, or less than one-third of the taxes collected, in the two pro-grams that meet everyone's test of true national priorities--the na-
tional highway system and bridges.

With less than one-third of Federally-collected use taxes going tonational priorities, it's not surprising that there is a donor State re-
bellion.

FHWA reports that our roads and bridges are not receiving thefunding that they need. This is less a problem of adequate taxation
than it is of misdirected priorities.

Mr. Chairman, we operated under the Byrd rule and the Rosten-kowski rule. In this age of limited resources and growing needs, Iask you to establish a Petri-Rahall rule to limit highway expendi-
tures to those programs that actually save American lives.

It is unacceptable that today highway fatalities are on the rise,
increasing in each of the past 3 years.

The FHWA estimates that as many as 30 percent of those deaths
are caused, in part, by the conditions and design of our roads.

We released a report last week to Chairman Shuster and Mr.
Oberstar that documented that the investments in the interstate,
alone, have saved 187,000 American lives and prevented debilitat-
inginjuries to some 12 million Americans.

Mr. Chairman, the current STP program, by supporting projectsof purely local and increasingly non-highway interests, does littleto instill confidence in the Federal program. It doesn't pass the test
of the Petri-Rahall rule that I've proposed.

It only takes one look at the mind-boggling list of eligible STPexpenditures to understand why donor States are rebelling. TheTEA clearly makes the point, while our roads and bridges crumble
and a growing number of Americans lose their lives on our high-ways, highway users are being asked to foot the bill for an incred-
ible list of projects and activities, all of them nice, most of them
pretty, but each of them diverting highway funds away from invest-
ments that save lives.

We also question whether there is a clear national role in thesupport and subsidization of local mass transit projects, and we op-
pose the one-way flexibility that has enabled States to transfer
nearly $2.2 billion of Federal highway funds to transit, most of itfrom STP, CMAQ, and the interstate substitute accounts, yet
makes it virtually impossible for States to transfer transit funds for
highway projects.

It is equally disturbing that nearly half of all Federal highway
funds are available for non-highway projects. Again I say no won-
der there is a donor State rebellion.

One program for this kind of non-highway diversion is the trans-
ortation enhancement activities account, which has been spent on
erthing facilities for historic ships, lighthouse and shaker barnrenovation, artistic murals, steam locomotive restoration, jungle

trails, airport passenger terminals, historic book publications, andState capitol dome restoration. It's obvious that these programs
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contribute nothing to improving the safety and mobility of Amer-
ican motorists.

There is no flexibility here. TEA funds are mandated. The State
couldn't spend it on safer roads if they wanted to.

This diversion should be eliminated. If these projects are so pop-
ular, then no mandated set-aside is needed.

Mr. Chairman, the donor/donee State relationship can only be
justified when the Nation, as a whole, and a donor State, in par-
ticular, benefits from the investment. It isn't, in our mind, an issue
of flexibility; it's an issue of accountability, and right now the donor
State rebellion is evidence that we haven't met that test.

We testified earlier that we would propose a clear national role
in surface transportation. We recommend a simplified program
targeting funds to NHS, bridges, safety, research and development,
and roads on Federal lands. We further recommend a streamlined
STP program funded at not more than 15 percent of the total high-
way program and available for use on currently-eligible highway,
bridge, and safety projects, highway-related activities mandated by
the Clean Air Act, and mass transit capital projects.

To maximize State and local discretion and ensure that all STP
funds are available for eligible projects, current Federal set-asides
and mandates such as transportation enhancement activities
should be eliminated.

Thank you, Mr. Chairman, for the opportunity to testify today.
Mr. PETRI. Thank you.
I wondered if you could comment a little more specifically on the

highway tax turn-back legislation that is being proposed by rep-
resentatives from California and Ohio, and I think maybe from the
Carolinas, as well.

Mr. FAY. Mr. Chairman, there is an absolute need for a national
transportation system and a national highway system. We proved
that last year.

We have found, throughout our years of focus groups and polls,
that if there is one tax American taxpayers feel fairly comfortable
paying, it is a gasoline tax that is dedicated to highway and bridge
construction.

In that regard, I don't see a problem that needs to be addressed
with gasoline taxes that are dedicated.

We would prefer that the $0.043 be put back into the highway
account or into the highway trust fund where it belongs, but I've
got to say that when we take a look at the investments and the
best roads that our Nation has, they are the interstate systems
which were Federally enacted and were the product of a very
strong Federal/State relationship that constructed those inter-
states.

Once again, the interstates have produced a $6 return for every
dollar invested, have saved 187,000 American lives. That, in itself,
is a need for a national program, and we strongly oppose any type
of a rollback of the Federal gasoline tax. We think there is a need
for interstate commerce and that that money needs to be rein-
vested in better roads that meet national priorities.

Mr. PETRI. Thank you. We appreciate your effort that went into
your written statement. We look forward to working with you and
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your colleagues as we try to come up with legislation that we can
actually get enacted into law next Congress.

Mr. FAY. Thank you, Mr. Chairman.
Mr. PETRI. Thank you.
Bells have rung again, and I think, if it's all right, I'll run over

and vote and come right back and try to bring my colleagues, as
well.

Well resume at 11:25 with the next scheduled panel, panel num-
ber four, consisting of: The Honorable Brian Rude, who is a leader
in Wisconsin community affairs, former president of Wisconsin
State Senate; Ms. Sarah Campbell, who is a board member of the
Surface Transportation Policy Project; Ms. Janine Bauer, executive
director of Tri-State Transportation Campaign of New York, New
York; Mr. Clinton E. Brown of Clinton Brown Company, Buffalo,
New York; and Mr. Allen Greenberg, Government Relations Direc-
tor, League of American Bicyclists, Washington, D.C.

If you could assemble some time in the next 10 minutes at the
table, we'll be ready to start at 25 after the hour.

Thank you.
[Recess.]
Mr. PETRI. The hearing will resume with panel four.
You may proceed in the order you wish. The first one listed is

The Honorable Brian Rude. Perhaps he'd like to start out.
TESTIMONY OF BRIAN RUDE, ASSISTANT REPUBLICAN FLOOR

LEADER, WISCONSIN STATE SENATE; SARAH CAMPBELL,
BOARD MEMBER, SURFACE TRANSPORTATION POLICY
PROJECT; JANINE BAUER, EXECUTIVE DIRECTOR, TRI-
STATE TRANSPORTATION CAMPAIGN, NEW YORK, NY; CLIN.
TON E. BROWN, R.A., AIA, PRESIDENT, CLINTON BROWN
COMPANY ARCHITECTURE, BUFFALO, NY, ON BEHALF OF
THE AMERICAN INSTITUTE OF ARCHITECTS, AND THE SUR-
FACE TRANSPORTATION POLICY PROJECT; AND ALLEN
GREENBERG, GOVERNMENT RELATIONS DIRECTOR,
LEAGUE OF AMERICAN BICYCLISTS, WASHINGTON, DC
Mr. RUDE. Thank you, Chairman Petri and members of the com-

mittee.
When I agreed to make this testimony, I was president of the

Wisconsin State Senate. Now I'm the assistant republican floor
leader of the Wisconsin State Senate. It's not related to the agree-
ment to testify before this committee. We had a special election,
and we're at 17-16 one way or the other, it seems, in the Wisconsin
Senate.

I'm here to speak with you about the transportation enhance-
ment provisions of the surface transportation program. I served as
the Chair of Wisconsin's State Transportation Enhancement Selec-
tion Committee. I was recently a speaker at the National Transpor-
tation Enhancements Conference sponsored by the Federal High-
way Administration, AASHTO, Rails-to-Trails Conservancy, and
the Surface Transportation Policy Project. I'm also one of the 100
national trust advisors to the National Trust for Historic Preserva-
tion. So I have a number of things in my background relating to
this issue that I'd like to discuss as it relates to my home State of
Wisconsin and the rest of the Nation.
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I could speak at length about the successes that I feel we've had
in the transportation enhancements program, but I want to share
five main points with members of the committee.

First, it seems to me transportation is about more than roads.
We all need and benefit from highway infrastructure, but we also
recognize that bicyclists and pedestrians need safe routes and side-
walks and convenient access to transit stations. Renovated trans-
portation facilities have the potential to become focal points for
new transit riders, increased AMTRAK users, and related commer-
cial development.

One of our Wisconsin projects currently underway in my district
is a renovation of the AMTRAK Depot in La Crosse. That will, I
believe, lead to greater ridership on AMTRAK

Local community leaders want transportation-related projects
that help to offset the strains that sometimes are imposed by high-
way infrastructure development.

The Intermodal Surface Transportation Efficiency Act called for
public investment in a variety of transportation modes and types
of transportation facilities. Today we devote less than 2 percent of
ISTEA's funds to projects which help build this diverse transpor-
tation infrastructure.

Second, the transportation enhancements program helps to build
community by improving the quality of life in communities lucky
enough to receive funding since 1991, and stimulating local eco-
nomic development, both of which are goals associated with any
type of transportation project.

Unlike some other types of transportation projects, transpor-
tation enhancement projects are almost universally popular.

In my area and Congressman Petri's area, we've made improve-
ments on the Sparta-Elroy bike trail and the La Crosse and Great
River bike trails, which are a tremendous boost to our tourism
economy, as well as to our quality of life in our region.

Nationally, more than 6,000 enhancement projects have been
programmed for funding. About 50 percent of those projects are ei-
ther bicycle, pedestrian, or trail projects. Frankly, States have just
begun to scratch the surface. In fact, for every project program na-
tionally, many more go unfunded.

In Wisconsin, the last time we had a selection process we picked
$5 million in projects out of $30 million in requests. Recently Cali-
fornia had $39.8 million in enhancement funds in their third
round, with $50 million in requests, and those were requests that
had been pared down by the MPOs prior to the process.

Another important observation is that the enhancements pro-
gram responds to local priorities. They tend to be small projects.
The average Federal share is $289,000. It gives local community
leaders a role in helping define and design transportation enhance-
ment projects.

Some people have criticized some of the projects under the trans-
portation enhancements program, and a couple of responses about
that would be to say that, first of all, States were given tremendous
latitude over the ways in which they could design their programs
and their project selection process, and ultimately it is the State
DOTs in those areas which made the final decision about which
projects get funded.

37-734 97 - 30
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If complaints are lodged about particular projects, it seems to me
that the problem rests with the State-designed selection process
and not with a structural problem with the enhancements program.

My third main point is that the transportation enhancement pro-
gram, perhaps more than any other aspect of ISTEA, builds new
public support for transportation funding overall.

I'm very fond of telling my road-building friends that a rising
tide lifts all boats, and transportation enhancement advocates un-
derstand this concept as well as anyone.

With the constant reality of budget battles, as you know at the
Federal level and we know at the State level, it only makes sense
to broaden the constituency that supports continued and increased
funding for transportation needs.

The transportation enhancement program has attracted more
new players than any other program or provision of ISTEA. While
some people may view this as a negative aspect of ISTEA, I believe
that it is positive in the long run. As fellow politicians, I'm sure
you can relate to the fact that the best way to increase support for
projects is to have broad public support for that funding.

Fourth, Federal enhancement dollars leverage more than the re-
quired 20 percent match. Again, in this area the transportation en-
hancements program has leveraged the highest percentage of local
transportation investment. The average match nationally is 27 per-
cent. Communities in the States of Maryland and Virginia have
been willing to provide over 50 percent of matching funds. Wash-
ington, Mississippi, Michigan, Texas, California, South Carolina,
and New York are all over 30 percent.

These are very outstanding figures, suggesting that enhancement
dollars are able to leverage a significant amount of funding from
other sources, and typically these are sources from outside the De-
partment of Transportation, representing new partners-local gov-
ernments, private foundations, State agencies. This type of local in-
vestment speaks volumes about the commitment of these commu-
nities and local elected officials and how they feel towards the
transportation enhancement projects.

Finally, I want to urge the committee in the strongest possible
terms to reauthorize ISTEA's transportation enhancement pro-
gram. The groups that have supported this program, and myself as
someone who has been involved in the selection process and the
funding at the State level, hope that eventually we will not need
a set-aside for transportation enhancements, but I do not believe
that we can risk at this point losing the benefits of transportation
enhancement projects by either decreasing or eliminating the set-
aside.

I'm not alone in that projection at this point. At last month's na-
tional transportation enhancements conference, we actually had a
show of hands on how people felt about the set-aside. Of the 300
participants representing 42 States, a third of which were local
project sponsors, a third private citizens, and one-third State and
Federal Department of Transportation officials, over 90 percent
said that without Federal protection the transportation enhance-
ments program would become its own brief shining moment in
American transportation history.
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I wish it were not so, but I agree, and I really hope that you can
again continue this project, which I think has brought great life
and revitalization to our transportation efforts.

I look forward to working with this committee to identify ways
to make this already strong program even stronger.

Thank you.
Mr. PETRI. Thank you.
Ms. Campbell?
Ms. CAMPBELL. Thank you, Mr. Chairman. I'm very glad to be

here today representing the Surface Transportation Policy Project.
I'm a member of the board and was the founding director of the
STPP.

First I'd like to offer a few comments on the structure of the sur-
face transportation program.

STPP sees the surface transportation program as really the main
expression of ISTEA's key fundamental themes. Among those I
would like to point out the openness to alternative modes of trans-
portation, the broad flexibility to tailor spending to reflect local cir-
cumstances and needs, limited but important targeting to specific
Federal priorities, and a new focus on metropolitan economies and
health and their transportation systems and the relationship of
their transportation systems to the vitality of those communities.

Although we will recommend specific refinements to this pro-
gram, we want to assure you that we're very enthusiastic about the
STP program and continue to work with State and local agencies
in its implementation.

Perhaps ISTEA's effect on transportation policy is best measured
by the changing view of flexibility. In 1991, the idea that Federal
funds would not be limited to narrow, defined categories was a sig-
nificant departure from traditional practice, and as ISTEA sup-
ports, we spent a lot of time defending it as a legitimate way of
pursuing Federal policy goals.

In 1996, though, the situation seems to have been reversed, and
flexibility indeed seems to have caught on. Federal funding for
transportation is now challenged as not being flexible enough by
many of the same people who were concerned about moving away
from categorical spending. It is even argued that it is not proper
for the Federal Government to target any funds towards specific
purposes.

In this debate, our position remains the same: the Federal Gov-
ernment should offer States and localities significant flexibility in
how to solve problems, but it has both the right and, frankly, the
responsibility to target funds to activities that meet particular na-
tional interests and to spur innovation.

We need a good balance of targeting and flexibility to assure that
national objectives are pursued without ignoring local priorities
and the peculiar circumstances of individual States.

In addition, this program provides targeted resources to metro-
politan areas. When the Federal Government loosens the strictures
on the money it provides, it needs to assure that the distribution
of these funds is equitable.

There were a number of efforts on equity during ISTEA, the
issue of the donor States being most notable, but no less significant
is the targeting of funds to metropolitan areas.

mmq
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Transportation investment is often more difficult and time-con-
suming in these areas. The temptation arises-and if you look at
the historical funding patters of the FAUS program which preceded
STP, you'll see this tendency-to move money elsewhere and to
under-fund metropolitan needs.

The amount of money ISTEA assured metropolitan areas is not
large. It is barely 4 percent of ISTEA's total funding. But the mes-
sage is important. Our metropolitan economies are the engines that
drive national economic performance, and we should not ignore
their needs.

The STP also targets funding to transportation enhancement ac-
tivities, and because others will be speaking and have spoken on
this issue, I will not spend much time. There are a couple of points,
though, that I would like to make about the enhancements pro-
gram.

It really is one of the most successful parts of ISTEA. It has
taken a relatively small amount of money-approximately 2 per-
cent-and provided it to a large number of projects in communities
all over the country that really felt they had never gotten much
from the Federal program. It has created constituencies for State
transportation programs that alert DOTs are glad to have support-
ing them at State budget time.

In addition, the enhancement program has gotten transportation
professionals more involved in the development of locally-designed
projects and involved the public in a positive rather than an adver-
sarial way. This is very valuable to all involved.

The STP is also the portion of ISTEA that directly targets Fed-
eral resources towards transportation safety, a point upon which
all of us agree.

Second, I'd just like to offer a few more points on implementation
of the program. To provide a better understanding of how the STP
works, my written testimony presents data from three different
sources: a report just released today, which I will leave with you,
called "Getting a Fair Share," which uses Federal Highway Admin-
istration data to track expenditures of Federal money geographi-
cally; a Federal Highway Administration memorandum regarding
the use of STPs, targeted metropolitan funding, and the failure of
many States to do so; and an analysis of the enhancements pro-
gram by the Rails-to-Trails Conservancy.

As figure one in my testimony shows, expenditures of highway
account funds in 1995 averaged just over $72 per person for the en-
tire country.

The Census Bureau defines urbanized areas as communities with
population over 50,000. In these areas, spending was significantly

lower, at approximately $54 per person. In rural areas it was about
$98 per person. And in non-urbanized areas, essentially the devel-
oping suburban/exurban areas, the average expenditure was $115
per person.

To look at it another way, you can think of this as a donor/donee
situation with regard to geographic areas, types of communities. In
that regard, urbanized areas received about $0.85 for every dollar
contributed, non-urbanized about $2.05 for every dollar contrib-
uted, and rural a little over $1 for every dollar contributed.
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As a multi-regional coalition, STPP does not take a position on
the distribution of Federal funds among the States, but if the ques-
tion of who pays for the program and who benefits is a valid one
at the State level, we believe it is equally valid at the regional and
local level.

I appreciate your time. Thank you very much.
Mr. PETRI. Thank you.
Our next panelist is Ms. Janine Bauer, the executive director of

the Tri-State Transportation Campaign, New York, New York.
Ms. BAUER. Good morning, Chairman Petri and other members

of the committee.
The Tri-State Transportation Campaign is a nonprofit corpora-

tion whose mission is to promote an environmentally-sound, so-
cially-just, and economically-efficient transportation system in the
New York/New Jersey and Connecticut region--essentially the
metro New York region.

Reauthorization of ISTEA provides an opportunity to assess its
over-arching objectives and to examine the formula for distribution
of funds to the States. There are now, as you know, of course, wide-
ly divergent views about how to handle the surface transportation
program.

STP is, of course, the second-largest category of funding under
ISTEA, and, together with NHS, accounts for 40 percent of all Fed-
eral transportation funding.

Under STP, many tasks are now eligible for programming, in-
cluding construction and rehabilitation of highways and bridges,
transit capital improvements, car and van pool projects, parking fa-
cilities, bicycle and pedestrian facilities, planning, research and de-
velopment, environmental analysis and mitigation and transpor-
tation control measures, and management costs.

Depending upon the objectives chosen and the formula used in
reauthorizing ISTEA, significant amounts of money could be shift-
ed among the States.

The metropolitan New York area and the States of New Jersey
and New York, in particular, have a critical interest in the objec-
tives and funding formula determinations because of our extensive
highway network and infrastructure, its maintenance needs, our
extensive transit network, its huge ridership, and its infrastructure
and maintenance needs.

Our status as a severe nonattainment area under the Clean Air
Act amendments, of course, can't be ignored.

We need to encourage alternative modes of travel and vehicle
mile travel or VMT reduction in our area as a principal way of at-
tacking both the pollution and the traffic congestion that is choking
our economy.

Donor/donee status is not the whole picture when it comes to
streamlining funding formulas. New York is a donor State in al-
most all respects other than transportation, but we don't suggest
that other States have more than their fair share of other facilities
or other types of funding.

An efficient transportation system is critical to the quality of life
and to the economic competitiveness of our region.

From an urban perspective, reauthorization of ISTEA should
focus on continued empowerment of the metropolitan planning or-
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ganizations and local officials' role in transportation decision-mak-
ing; flexibility of STP funds; continued set-aside of the 10 percent
of each State's STP apportionment for both enhancements and safe-
ty; clear objectives for the STP program monies to achieve, espe-
cially for safety, with States setting bench marks for their own suc-
cess; and, in areas such as ours, at least, incentives to reduce VMT.

I want to comment, because one of the previous speakers asked
the committee about metropolitan planning organizations and how
well entities that weren't sitting at the table were represented by
those who were sitting at the table. We do think that we have a
problem with that in our urban area, particularly in down-State
New York, and would invite the committee to take a look at that
and see if more balance can be made.

Flexing of funding categories, particularly the STP category, was
very important to both New York and New Jersey. In New York,
alone, in 1992, $100 million was flexed from the interstate substi-
tution program to transit. In 1993 and 1994, more than $100 mil-
lion was flexed from various categories. And in total, $690 million
has been flexed across the State of New York from various cat-
egories to transit, and this was critical to rebuilding the transit
systems throughout New York, not just in New York City, but in
Syracuse, Buffalo, and many of the other urbanized areas. The
same was true in New Jersey--obviously not the same figures.

With respect to safety in our urban area, in both New York and
New Jersey there is a tremendous problem with pedestrians being
hit and killed by motor vehicles. In New Jersey, for instance, one
quarter of the fatalities involved in motor vehicle accidents are pe-
destrians, and this grim statistic has continued for two decades vir-
tually unabated. In fact, this year it is on the rise. New York has
rather similar statistics.

In both States, it's a figure well above the national average of
about 14 percent-ll to 14 percent.

Unfortunately, the State DOTs in New York and New Jersey
continue to spend most of their safety set-aside in the STP program
on motorist safety, which, of course, is extremely important, but,
where one-quarter of the fatalities are a different mode-that is,
walkers-there ought to be more incentives for a State to do some-
thing about safety across the modes. Safety is important for all
modes, and we would urge the committee to create some incentives
or ask the State to create their own bench marks to improve safety
across modes.

We think that ISTEA should adopt a national goal of reducing
VMT and require States to adopt performance criteria toward that
end, reserving bonus monies for metropolitan planning areas that
meet or exceed these criteria.

It is widely recognized that transit-oriented development and
centered land uses will have the greatest effect, both short- and
long-term, on reducing travel demand in the present and future,
thus reducing greenhouse gas emissions, land consumption, deple-
tion of resources, and other deleterious effects.

Many current highway capacity expansion projects in our area
are failing to achieve their mobility goals, even where they are de-
termined or announced, and we also find that our State DOTs are
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not implementing the alternative strategies that are identified in
congestion management system studies.

Finally, with respect to enhancements, the enhancement set-
aside within the STP program is probably the most popular and ef-
fective program of ISTEA in terms of reaching local communities
and connecting meaningful destinations via alternative modes, es-
pecially pedestrian and bicycle facilities. We clearly think this pro-
gram should be preserved within STP, even as a set-aside.

New York State DOT officials have told us that, not because it
is not wise or favored or used well, but because of the heavy pres-
sures of other, more expensive modes-particularly the highway
modes-that making it voluntary or doing away with the set-aside
would be tantamount to elimination of it. The huge popularity of
it can be shown by the applications submitted.

New Jersey, unfortunately, continues to program nearly as much
money for historic projects as for bicycle and pedestrian projects,
and we would urge the committee, as a final comment, to ensure
that historic preservation projects are tied to a functional transpor-
tation mode, which, unfortunately, they weren't before FHWA clari-
fication I think last year.

Thank you.
Mr. PETRI. Thank you.
Mr. Allen Greenberg, government relations director of the

League of American Bicyclists. Sir?
Mr. GREENBERG. Thank you, Mr. Chairman, Mr. Rahall, and

members of the subcommittee.
My name is Allen Greenberg, and I am, as you said, representing

the League of American Bicyclists. I'm also representing the Inter-
national Police Mountain Bicycling Association, which is a division
of the League.

We were founded in 1880 and are responsible for the formation
of the Federal Highway Administration, so we have been involved
for some time.

Today we represent over 30,000 individual members and fami-
lies, and over 160,000 additional cyclists through 500 affiliated bike
clubs and advocacy organizations.

We certainly remain true to our founding mission of bicycle advo-
cacy and education for transportation and recreation.

It is my pleasure to testify before you all today on ISTEA and
the STP program, in particular, and the importance of it to bicy-
cling and to transportation, in general, in the United States.

Before ISTEA, very few transportation dollars were available for
bicycling, relegating cyclists to second-class citizens. Today, bicy-
cling improvements can be funded with money from virtually all
transportation programs, but we're guaranteed money from none.

The STP, more than any other single program, represents the es-
sence of ISTEA. It provides regions resources and authority
through MPOs to plan for and execute their own futures. The ac-
tion takes place close to home, which, when combined with ISTEA
public involvement requirements, allows the public a vital role.

The base program is very flexible, but money is set aside for two
vital but under-served national priorities: transportation safety and
community transportation enhancements.
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Improving safety through both conEtruction and behavior pro-grams and strengthening the relationship between community val-
ues and transportation spending are essential to ISTEA, and cer-
tainly establishing programs, as ISTEA has done specifically for
these purposes, helps appropriately focus our efforts to addressing
these issues.

This focus should continue. We know, for example, that the
transportation enhancements program works, because, according to
the Georgia DOT representative at a recent public forum, it is re-
sponsible for 99 percent of public involvement but less than 2 per-
cent of ISTEA funds.

Public involvement is the only means of guaranteeing that the
public is served, and a designated share for enhancements is our
assurance that that will occur.

In addition to the STP program, these other ISTEA programs-
I'm just going to touch on them real quickly-add elements impor-
tant to bicyclists in the Nation.

First, public participation: bicyclists have been the most active
members of the public as a result of the requirements, and there
have been many improvements made at the local level to show for
that.

Second, regional authorities, in addition to controlling STP funds,
are held accountable through planning and other requirements. I
can say this personally and from what I've heard: it's a whole lot
easier for cycists to approach their local elected official with their
concerns than it is to approach or try to approach an impenetrable
State highway bureaucracy.

Next, conformity: undoubtedly, there is an interest in clean air
and public health, and bicycling projects have been significant con-
tributors to reducing air pollution, so the conformity requirements
are very important.

Next, the congestion mitigation air quality program, or CMAQ,
was established to ensure funding for clean air projects, and in
many cases bicycling projects have demonstrated themselves to be
the most effective use and have won funds through that account.

We also, I think, need to move forward from ISTEA, from the
milestones that it has created, and make some minor but impor-
tant improvements consistent with the statute. In that vein, we
make the following suggestions:

One, create Federal incentives to reward States for successful ef-
forts in maintaining their existing infrastructure, improving safety
and reducing fuel consumption-three essential reasons for Federal
involvement in transportation-and require States that are under-
performing in these areas the target their Federal resources to
them.

I'm going to skip down a little bit, in the interest of time, but
I take it that my whole testimony will be included.

Mr. BAYER [assuming Chair]. We're going to accept your entire
testimony for the record, so if you'll just summarize, we'll read it
later-or make our staffs read it.

[Laughter.]
Mr. GREENBERG. Okay. Generally, certainly we need project se-

lection authority. We believe it should extend beyond STP to other
funds that are expended within the metro boundaries.
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For bicycling, in particular, we think bicycle accommodations
should be considered whenever a road is built, re-engineered, or
improved, or when changes are proposed that could present haz-
ards to cyclists.

We have a number of other items here. I will mention one other.
The STP program, the safety program, in particular-we list a
number of things that can be done to improve it.

One example is to add a requirement that States must at least
plan to sign all grade crossings to that requirement that a bike-
that grade crossings must also be bicycle safe. I think that is very
important.

Certainly, projects that increase hazards to cyclists or inhibit ac-
cess for bicyclists and pedestrians shouldn't be eligible for funding.
And safety improvements to pave trails should be explicitly eligible.

So,in conclusion, some have talked about getting back to the ba-
sics, but paying attention only to big highways and providing more
resources to unaccountable State highway bureaucracies are not
the basics.

Of congested travel in this country, 93 percent takes place in our
urban roadways, and unless we provide realistic options within our
urbanized areas, we will fail at meeting the needs of our citizens.

We see going to build on ISTEA and to provide substance to the
rhetoric of this Congress for decentralized decision-making, public
involvement initiative, community values, and accountability for
and judicious allocation of Federal resources-these are the basics
on which we should be focusing, and they are represented both
within ISTEA and the recommendations here.

Thank you.
Mr. BAKER. Thank you very much.
Mr. Brown?
Mr. BROWN. Thank you, Mr. Chairman.
Members of the subcommittee, my name is Clinton Brown, and

I'm the president of Clinton Brown Company Architecture based in
Buffalo, New York, an area ably represented by your colleague,
Representative Jack Quinn.

Thank you for allowing me to appear today representing the Sur-
face Transportation Policy Project and the American Institute of
Architects, whose 58,000 members represent this Nation's archi-
tects-and in 1998 our president will be a California architect, so
clearly a step forward.

Why are architects so involved with ISTEA? Architects are often
referred to as visionaries. We envision the big picture from its
many parts. It is our job to fit all the pieces together to achieve
the best balance of form, function, and value.

TransportatLk is an important part of that design puzzle, with
the potential to connect cities and towns, generate economic
growth, curb urban sprawl, and facilitate well-designed and sus-
tainable communities.

The AIA worked closely with Congressional staff and STPP to
shape national transportation policy, ushering in a new way of
thinking: mobility, choice, continuity, quality, and a system that
gets the most out of every existing mile. ISTEA was born of these
efforts 5 years ago.
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Of particular interest to architects and the people we serve are
the surface transportation programs, especially the transportation
enhancement and planning provisions. As you know, the ISTEA en-
hancements program requires each State to spend a percentage of
its Federal funds on activities that can encompass a variety of
transportation enhancement projects so that the route that one
takes is as good as the efficiency of that mode.

Our firm is working on just such a project now. Our winning an
ISTEA enhancement grant of about a million dollars will help
transform a former railroad station into a mixed-use center at the
foot of Main Street on the Buffalo River. The public/private Dela-
ware, Lackawanna, and Western Terminal Center intermodal
transportation project, known as DL&W, will integrate transpor-
tation services and transform the current site, now housing a train
yard for a metro light rail system, into the centerpiece of western
New York's waterfront revitalization effort.

Just as an aside, no one has been more supportive of that than
your colleague, Jack Quinn.

Across the
Mr. BAKER. Mr. Brown, if I can interrupt you, I've turned the

Chair over to Mr. Quinn, who is a kinder andgentler representa-
tive of the State of New York.

[Laughter.]
Mr. BROWN. If I know Jack Quinn, I'll get no extra time.
[Laughter.]
Mr. BROWN. Thank you, Mr. Chairman. It is my honor and pleas-

ure.
Across the street from the new $130 million Crossroads Arena,

home of the Buffalo Sabers hockey team, and overlooking the
planned $30 million inner harbor initiative, the DL&W Center will

e a year-round public destination for light rail, bus, automobile,
water taxi, bicycle, and pedestrian travelers.

This multi-modal facility will attract some of the 7.5 million
North American tourists and 2.5 million international tourists who
spend approximately $250 per day visiting nearby Niagara Falls
and who now have no central place to visit in Buffalo.

Keeping even a fraction of those millions of visitors in our region
for another day pumps millions of dollars, many of them inter-
national dollars, into our western New York economy.

Additionally, the DL&W will generate rental and other income
for its owner, the Niagara Frontier Transportation Authority, off-
setting its declining transit operating subsidies.

While this project is testimony to many of the benefits of the en-
hancements program, this is not to say there isn't room for im-
provement.

One concern is that States and localities are still learning to take
full advantage of the law's ability to move money from traditional
highway projects to alternative categories. With time and edu-
cation, we believe that States and localities will increasingly shift
funds to expand transportation options to better achieve the law's
goals.

Mass transit options are especially conducive to this purpose,
and this law's ability to flex funds from one mode to another must
be preserved.
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To maximize funding, flexible funding opportunities also need
more State laws that conform to ISTEA, more than a casual re-
sponse to the need for and benefits of State projects, more com-
parative analysis of projects across modal types, and movement
away from traditional attachment to road-building and construction
as the only choice.

We certainly, in western New York, are very eager for a highway
to connect our region with Washington, D.C., and Norfolk, Virginia,
to enhance our community, but we also want to take advantage of
these other provisions that will enhance our ability to stand on our
own feet as a region.

ISTEA's transportation planning section is critical to achieve
truly comprehensive transportation systems. Public participation,
local State coordination, educated land use, and long-term strategic
plan requirements are vital components of any successful policy
and need continued focus in a reauthorization measure.

First, participation and flexibility are keys, so each community
can choose the transportation mix that best fits that community,
and the localities should continue to have leeway to do that to meet
their local needs.

Second, long-range plans to e'isure transportation systems that
enhance the quality of life anO. last well into the future continue
to be an important objective of ISTEA. Such coordination of local
planning and State planning efforts has not been 100 percent.
Some States breach the cooperative planning process by forcing lo-
calities to accept certain national highway system projects they
don't want, or the threat is they'll lose the money for their areas.

The grassroots ground-up way of doing business promoted by
ISTEA has not always been accepted readily, especially by central-
ized, highway-oriented State bureaucracies that are still devolving.

Finally, wise land use development should continue to be a goal
of all involved so that urban sprawl, which imposes enormous and
inefficient dollar and resource costs for water, sewer, and power in-
frastructure, are reduced. For instance, in western New York urban
sprawl threatens agriculture, our largest industry. Whenever pos-
sible, existing facilities should be upgraded, saving money and re-
ducing the need for raw materials and space.

Long-range designs and durable materials-I'm speaking as an
architect-will ensure projects can be maintained for many years
to come.

When new infrastructure is necessary, it should be provided in
areas where it is most appropriate, serving the most people in as
efficient a manner as possible.

Now, despite these minor problems that are to be expected with
the implementation of any significant new law, it is important to
know that ISTEA has accomplished many of its goals. ISTEA has
the potential to achieve much more.

Now, some groups and individuals still consider the new thinking
under ISTEA to be a threat and would like to use this reauthoriza-
tion process to roll back the clock.

We heard this morning that supporting historic preservation
transportation might kill Americans because we're taking money
from highways. I think we should resist this threat.
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Players representing the broad spectrum of transportation inter-
ests worked long and hard to shape ISTEA into a balanced, respon-
sible initiative, and any major changes to this relatively new law
could derail ISTEA's progress.

Mr. Chairman, Mr. Chairman, and Mr. Chairman[Laughter.]

Mr. BROWN. -thank you for this opportunity to express the
AIA's views before the subcommittee today. We appreciate your
continuing dedication to responsible transportation policy and your
acknowledgment of its contribution to a greater quality of life and
a brighter future for America.

Thank you.
Mr. QuINN [assuming Chair]. Thank you, Mr. Brown. That"chairman" business is real important around here. I'm only acting.

We want to make sure everybody knows that.
Mr. Brown, we're p leased to have you here and hear your testi-

mony. I want you to know there is absolutely no conflict of interest
that I happen to be from your District, and also want to let the
other witnesses here-Mr Greenberg, Ms. Bauer, Ms. Campbell,
and Mr. Rude-know that we appreciate your testimony here
today, as well.

At this point in time, I'd see if Mr. Rahall has any questions for
any of our panelists.

Mr. RAHALL. Thank you, Mr. Chairman.
I would like to just basically throw this thought open to the

panel and hear any comments any of you might like to make.
First, let me say I am in general agreement with the testimony

as you presented today, and I think most people know already of
my support during the reauthorization process for the transpor-
tation enhancements program, and I'd like to see us stay the
course.

Ms. Campbell, I noted your recommendation concerning TEP ob-
ligation rates, and I share that concern, as well.

One of the problems that I've noticed in the State highway de-
partments, when faced with processing proposals for major high-
way and bridge projects, they will obviously place priority on those
types of projects as opposed to a $100,000 enhancement project. So
it's basically a problem of having limited resources and having to
prioritize it.

That's what I'd like to get your thoughts on, and any answers
you may have to this dilemma, because I certainly don't have the
answers to it.

Mr. BROWN. Sir, New York State invented the highway. New
York State gave the United States-

Mr. RAHALL. That we drive on?
Mr. BROWN. Robert Moses, who was the greatest highway builder

ever, and that has its pluses and its minuses. For instance, in Buf-
falo we lost a Frederick Law Olmstead-designed parkway for a 100-
foot deep, 200-foot wide, six-lane depressed commuter road. If
ISTEA were in effect, I think we would have had a better result
with the flexibility and the input from a broader range.

That highway legacy of the New York State Department of
Transportation, the transportation engineers are diligently trying
to change in their thinking, but changing the rules of ISTEA to
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take away that kind of flexibility and muiti-modal approach I think
would hurt our community because it would not continue those ef-
forts to look for an appropriate transportation mix.

Mr. RAHALL. I guess my basic question is the low obligation rates
of the States and what are your thoughts on how we can correct
that.

Ms. CAMPBELL. I would like to offer one point c- that, just from
my own experience as a consultant these days.

In working with two States on their enhancement program, and
previously working with two others for other reasons-but they
asked for advice on that-in all four cases what seems to be a part
of the problem is just human nature.

Engineers don't get rewarded for building small projects, so with-
in the bureaucracy there isn't a reward system for the number of
projects. You would like to be the one who is there at the ribbon-
cutting for the $500 million project instead of the $500,000 project.

Some State DOT directors are actually trying to address that
problem, because they recognize the popularity of the enhance-
ments program, but it's a simple, old-fashioned management and
human nature problem that they are going to have to address.

It's just part of changing the course and the nature of these very
large, centralized bureaucracies to have them now look more to-
wards management and addressing the smaller issues, if you will,
which are now coming into play.

Mr. RUDE. May I also offer a couple of comments?
I think, first of all, I know we talked earlier about not having

a bunch of charts, but this chart shows the growth in ISTEA en-
hancement spending from 1992 to 1995, and I think it's true that
early in the program we had a real lack of obligations. That has,
I think, finally come up as States have become more comfortable
with the program.

That really is an argument for reauthorization of enhance-
ments-that they are finally beginning to be comfortable with it
within departments of transportation, and the communities and
the MPOs are finally beginning to understand what this is all
about.

It has taken some time to change some attitudes. Frankly, it has
taken some time to work on issues like the paperwork and the

recess. In Wisconsin we had a 99-step process to getting an
STEA grant, and approval by the State selection committee which

I chaired was step number 33, I think. Once you've gone through
that process, it's a long one.

I think, as you look at reauthorization, that's one area where we
can continue to strive for more flexibility, for actually managing at
the State level.

Finally, I would say that the threat or-depending on your per-
spective, either the threat or the promise that enhancements might
not be renewed, has kept, at least in Wisconsin, our DOT from ag-
gressively pursuing it. They have actually been known to say, "We
don't think enhancements will be around in the next reauthoriza-
tion."

I think that a clear signal from this Congress that it is going to
stay around would do a great deal to get the program not only up
andrunning, but to keep it running strong.
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Mr. GREENBERG. Mr. Rahall, I appreciate your question.
First of all, I think our priority should be serving people and

communities, and ti.t should be the over-riding priority. I believe
that enhancements, more than any other program, does that.

Regarding the obligation rate, I certainly want to concur with the
remarks that were just made.

I think we are doing something, though, in the National High-
way System bill. The streamlining provisions should be very help-
ful.

I also would urge you to look at this, consistent with Mr. Rude's
earlier testimony, when you look at the match.

I challenge you all to find an equivalent match in another pro-
gram. Essentially what's happening is everybody's competing for
enhancements dollars, and so they are bidding up the local and
State match on the program, and you're not getting that anywhere
else. That, to me, is the strongest indication that you should prob-
ably be putting more in that program, not less.

Mr. RAHALL. Thank you all. Thank you very much. Thank you,
Mr. Chairman.

Mr. QUINN. Thank you, Mr. Rahall.
The gentleman from California, Mr. Baker?
Mr. BAKER. Thank you very much, Chairman Quinn.
I'd like to ask Mr. Rude a quick question.
There have been some great programs under enhancement, but

there have also been some real turkeys. Do you think, if this were
a State-only project, you would fund all the enhancement programs
you've done in your State? Would they meet the pressure of mix
and match and the priority-setting of the State?

Mr. RUDE. Well, I think I feel good about our mix in Wisconsin,
and I truly feel we haven't developed any turkeys.

My perspective on this is that we do have the 50 States as lab-
oratories of democracy, and States have handled the program dif-
ferently. Some have allowed political pressure to intervene with se-
lections. Some have different goals. Some feel that mass transit is
more important, or bike pedestrian facilities are more important.
Some States, as has been pointed out, have a higher priority on
historic preservation.

Certainly some people may look at some of the projects we've ap-
proved-spending over $1 million to renovate a historic AMTRAK
depot in my home community of La Cross, Wisconsin, may be
viewed by some as a waste of money. I think, both from a historic
preservation standpoint and also from the standpoint of keeping
our AMTRAK connection there strong, it's not at all a waste of
money.

I think the beauty of the program-
Mr. BAKER. The question is: would it have met the priority-set-

ting of the State against congestion management projects, transit
projects, others? Would this restoration facility have met that?

Mr. RUDE. I think that's a hard oueostion to answer because we
did not have-if we did not have the Federal program and the Fed-
eral direction towards multi-modal; it probably would have not.
Now that we have moved in this direction and that we finally have
people thinking about it, I think thi3 is the kind of project that we
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are going to see increasingly States authorize, but it has been a
long, slow process to get here.

Mr. BAKER. Ms. Bauer, you mentioned 10 percent set-asides-10
percent set-aside for enhancement, 10 percent set-aside for safety-
yet States come to us, including yours, and demand flexibility. How
do we do both?

Ms. BAUER. Well, sir, I believe actually that the testimony that
I've read from Commissioner Daley in New York-and I know it's
true for Commissioner Wilson in New Jersey-that they both
strongly support at least the enhancement set-aside, and I believe
that Commissioner Daley testified before this committee and fa-
vored the set-aside for safety, as well.

I think that the 10 percent set-aside of the STP program, al-
though it is a very large program, is an appropriate balance. I did
indicate some sympathy to your point of view that I think that
there needs to be mcre transportation focus, and especially alter-
native mode focus, if those set-asides are to serve their purpose.

But I think that the set-asides are okay and that the MPO, de-
spite the dominance, for instance, of the State DOT in New York
over the MPOs-in particular, the down-State MPO-they have
flexed money around from the different categories--STP, CMAQ,
urban areas, and so forth-sometimes in greater amounts than
those agreed upon by the legislature and the governor in New
York, which is, frankly, unheard of.

Everybody kind of kws in New York that the tip is struck in
the legislature, not in the MPO, at least for down-State.

Mr. BAKER. At least in Califoi-nia we do it through a commission,
so the legislature never has anything that could be accused of
being pork.

Mr. Greenberg--
Ms. BAUER. It s much better.
Mr. BAKER. -you mentioned matching. Don't you think it's

time the bicyclists paid a fee?
[Laughter.]
Mr. BAKER. And, second part of the question, we normally-
Mr. GREENBURG. Good. You're giving me time to think about that

one.
Mr. BAIxCER. Yes. I'm going to go on.
The EPA considers $10,000 a ton in air pollution very effective,

and for a bike trail it's about 289,000 a tone. Do you think we could
do something to improve bike ridership or usage of these trails? Of
course, a fee would not be part of that.

Help yourself, Mr. Greenberg. Welcome to Washington.
Mr. GREENBERG. Thank you.
A couple of points. First of all, bicyclists do pay into the gas tax.

We do, whenever we use motor fuels, and most of us do.
I think it's a mistake-and some have gone before you to suggest

that what the public wants-
Mr. BAKER. Wait, Mr. Greenberg. You only pay the fuel tax when

you're putting it in your car, so presumably you're going to drive
also. I'm talking about the bicyclists paying for bike trails.

Mr. GREENBERG. Or your 1awn mower, but a couple of points.
First of all, I think it's a mistake to assume that when bicyclists
put fuel in their cars or when people put fuel in their cars that
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they only want that to go to one purpose, and that is to large free-
ways. It's not true.

Mr. BAKER. Now answer the question. Do you think bicyclists
should pay a fee for building a bike trail?

Mr. GREENBERG. I would be open to suggestions about matches,
but I would suggest this instead: first of all, I don't think motorists
at this point are paying their fair share. There is quite a bit of data
to suggest that.

If we want to open and visit this whole question of fees and who
is paying appropriate fees, I'd be more than willing to put our in-
terests forward and our positions, but not without the context of
looking at whether all road users are paying their appropriate

Mr. BAKER. Okay. Mr. Brown, what's the future? Where are we
going from here?

Mr. BROWN. Bigger and brighter. We think this program is going
to allow the Federal subsidy of local mass transit and other operat-
ing costs to be reduced if local transit authorities have the oppor-
tunity to earn their own income, and the project with which I'm as-
sociated is one of those examples of where this capital improve-
ment, through this tax on fuels, will allow the local transportation
authority to its job for the broad public it serves with more of its
own resources.

I think that's the way of the future for all of us.
Thank you.
Mr. QuINN. The gentleman's time has expired.
The gentleman from Texas, Mr. Geren, do you have any ques-

tions at this time?
Mr. GEREN. No.
Mr. QuINN. Okay. Thanks.
Panelists, witnesses, we appreciate your time here with us this

afternoon, and happy motoring.
We would invite our fifth panel of the day to come to the table:

Mr. Ray Barnhart and Mr. Zack Burkett, III, and would also men-
tion, at this time, if Mr. Harper wouldn't mind joining, we'll sort
of combine the two panels into one and maybe save ourselves a lit-
tle time.

Mr. Barnhart, we'd like to recognize you and welcome all the
panelists who are with us this afternoon. We'd remind all of you,
we certainly accept your written testimony in full to share with the
rest of the subcommittee and the full committee, and suggest, as
we put our timer on here, that you might limit your remarks today
to about 5 minutes or so.

You may begin.

TESTIMONY OF RAY BARNHART, FORMER ADMINISTRATOR,
FEDERAL HIGHWAY ADMINISTRATION; ZACK BURKETT, III,
HIGHWAY CONTRACTOR, GRAHAM, TX, ON BEHALF OF THE
ASSOCIATED GENERAL CONTRACTORS OF AMERICA; AND
EDWIN L. HARPER, PRESIDENT AND CEO, ASSOCIATION OF
AMERICAN RAILROADS

Mr. BARNHART. Thank you, Mr. Chairman, members of the com-
mittee. I am Ray Barnhart, a former administrator of the Federal
Highway Administration during the Reagan years from 1981
through 1987, thus a has-been.
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I thank you for allowing me to offer testimony that is diamet-
rically opposed to most of that that you've heard earlier today, but
let's get to reality.

My testimony today, by the way, is my own. I represent no orga-
nization or group, but I do know that many folks who are profes-
sionals in the highway and transportation community share my
views.

At the time of ISTEA's enactment I urged President Bush to veto
it because of the precedence it set. Today I believe it portends even
further damage to those elements of our national trans portation
system that should be of paramount concern to the FederalGovern-
ment.

I opposed ISTEA because it severely undercut the authority of
DOTs to professionally run their transportation departments. I felt
it would politicize transportation processes as never before.

ISTEA unilaterally forced State DOTs to share their decision-
making powers, and thus their money, with Federally-created met-
ropolitan planning organizations and made DOTs dependent upon
interests that bear absolutely no responsibility for seeing that the
critically important highway infrastructure, literally the indispen-
sable lifeline of our economy, is sustained. That lifeline, I felt,
would be sacrificed to appease the demands of other more politi-
cally-correct and more politically-powerful interests.

So has been the record of ISTEA.
After 4 years and record expenditures of almost $70 billion, 60

percent of the Natior', major roads are in poor shape. For 2 years
in a row, pavement conditions have declined-the worst perform-
ance in a decade. And almost a third of the Nation's bridges remain
deficient.

Why? Because of the structure and requirements of ISTEA; be-
cause of its diversion of hundreds of millions of dollars of highway
taxes to projects that, while popular with the general public and
local politicians, contribute absolutely nothing to resolving national
transportation deficiencies; and because many DOTs now effec-
tively control only half of the transportation funding, the other half
being controlled by governing bodies comprised of, in many in-
stances, locally-elected politicians whose priorities are, first and
foremost, to satisfy their political needs within their limited geo-
graphic jurisdictions, and thus they don't really overwhelmingly
give a damn about the transportation needs of the State, as a
whole, or of the Nation.

Governing, I believe, especially during times when taxes are in-
adequate to meet the demands at hand, requires establishing prior-
ities and making choices. ISTEA didn't do that and trie.-d to be all
things to all people.

This cannot be continued in another reauthorization except at
great peril to this country.

Whether the social theorists like it or not, the reality is that the
Federal highway network is absolutely vital to our 175 million li-
censed drivers, many of whom are voters, and it's the major means
for transporting the Nation's commerce.

I'm convinced the Federal Government's role in transportation
should exclusively be limited to providing for that which is the pri-
mary national interest-among other things, the NHS that you
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designated last year, providing intermodal connectivity for inter-
state commerce, for insuring the safety of interstate trucking, etc.

By definition, then, policies and programs that do not pertain to
the NHS are rightfully State responsibilities and should be subject
to State control.

I'm convinced, in looking at the numbers, that Federal respon-
sibilities could be funded with approximately half of our current
taxes, and the remainder should be returned to the States in which
the revenue was generated for use according to State law. If that
were done, the purchasing power of those dollars would be in-
creased by a good 30 percent. Such a program would eliminate en-
tirely any Federal role and your problems in resolving any STP

rogram or any of those local programs in which you should not
ave any Federal interest.
Of concern to many highway officials now is that MPOs, transit

authorities, and big cities want to expand on ISTEA precedence so
that they will receive Federal monies directly from the highway
trust fund-in effect, to attain status equal to that of the State
DOTs, thus further stripping DOTs of their authority but not re-
sponsibility.

This Administration seems headed in that direction and intends
to create a new level of bureaucracy that will do even further dam-
age to the States.

In spite of the proclamation that the era of big government is
over, the May 10, 1996, memorandum on field restructuring from
FHWA, FRA, FDA, and NHTSA to their regional administrators
details the establishment of brand new centralized metropolitan of-
fice in four major areas that will serve directly 30 million people.
This is an ominous development.

I'm out of time, and understand, as a highway man, what a red
light means.

[Laughter.]
Mr. BARNHART. But let me ask you then to please ask me about

a primary thing that I've been working on for 10 years, and that's
fuel tax theft, because you've got billions of dollars at stake. Ask
me a question so I can stay legal.

Thank you very much for your time.
Mr. QUiNN. Thank you very much.
Mr. Burkett of Graham, Texas, is here on behalf of the Associ-

ated General Contractors of America. We appreciate your testi-
mony today.

Mr. BURKETT. Thank you, Mr. Chairman, Mr. Rahall, and other
members of the committee.

I'm Zack Burkett, III. I'm a highway contractor from Graham,
Texas. My father founded our company in 1958, so we have been
involved with the highway industry and in the highway program
almost since its inception. I am testifying on behif of the Associ-
ated General Contractors, which has a membership of 32,000 com-
panies and 101 chapters nationwide.

The surface transportation program has been a difficult program
for the highway industry to wholeheartedly embrace. In our eyes,
the Federal aid highway program has a mission to fulfill-to unify
the country-and it should connect manufacturers with suppliers,
wholesalers with retailers, and farmers with markets.
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The surface transportation program, STP, represents a signifi-
cant deviation from the unifying intent of the highway program,
and it ignores our Nation's staggering highway needs.

In the suballocation of STP funds, national goals are subordi-
nated to local goals, and in the creation of transportation enhance-
ments programs, the local archaeological and historic preservation
programs and land banking became eligible for funding from a na-
tional user fee financed highway program that is already grossly
under-funded.

Compounding the diversion problem, the Federal aid highway
program is being assaulted on two additional fronts: the dwindling
Federal resources and defederalization proponents.

Congressman John Kasich has recently announced his intention
to work to nearly eliminate the Federal aid highway program, and
Mr. Kasich said his bill would give States freedom from Federal in-
trusion. In his words, 'Washington gives the money back with an
almost endless array of red tape and restrictions on how it can be
used."

To give you an idea of what Mr. Kasich means, I have submitted
with my written testimony a copy of an editorial from AGC's "Con-
structor" magazine. The editorial enumerates a litany of rules and
regulations, requirements that one contractor had to comply with
when building a bridge in Missouri, I believe it was.

In summary, this contractor was governed by 15 Federal acts, 16
sections and 6 titles of the Code of Federal Regulations, three exec-
utive orders and six titles of the United States Code. He also had
to fill out a disclosure of lobbying activities form, EEO reports, cer-
tified payroll forms, and deal with and meet the requirements of
12 different State and Federal agencies.

It's not just the money that bothers the donor States; it's also
this heavy-handedness with which the fraction of their dollars is
returned.

The STP was billed as a simple block grant program for use by
States for Federal aid highways and transit capital expenditures,
and under that simple facade we find that 10 percent has been set
aside for safety construction activities, 10 percent set aside for
transportation enhancements, and sub-allocation of 50 percent to
areas of the State based on population rather than needs. This
leaves the States with 30 percent of the program in block grant
funds for those States to flexibly meet their transportation needs.
In Texas this year that is only $81 million of our State's $273 mil-
lion apportionment for the STP program.

This sub-allocation takes the national program out of the hands
of the States and the professionals at TxDOT and concentrates it
in the hands of urban areas that tend to devote their attention to
local projects.

While these local needs may be compelling, they should be kept
in perspective. Rather than trying to have a national program that,
as Ray mentioned, is all things to all people, we should focus on
national needs that can be serviced by this program. National goals
should be prioritized, and once they are achieved the program
should address local needs and, even then, only if they complement
the national goals.
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I know I'm biased. Highways are my business. Even more impor-
tantly, they make every other business possible. It is our Nation's
reliance on transportation, and particularly the highway transpor-
tation, that makes the Federal aid highway program so important.
Our economy does, in fact, ride on the highways.

The highway system has been the catalyst for our Nation's eco-
nomic expansion over the last 50 years, and our Nation's invest-
ment in highways has paid off six to one. But, as we increase the
diversion of funds from the highway program, safety also suffers.
It has gone up in this last year-first time in several years--the
accident rate on the highways.

Despite the achievements of the highway program, I don't think
that many, if any, in this room can say that the highway system
is complete. There is a lot of work yet to be done.

It is an extremely popular program. Vehicle miles have tripled
since the highway trust fund was established, and yet spending for
improvements has decreased 48 percent since 1960. Current esti-
mates forecast 50 percent growth in these vehicle miles traveled
over the next 14 years.

Despite the popularity of the program, revenue diversion of high-
way user fees has increased 577 percent over the last 10 years.

In closing, let me just ask you to please focus on national prior-
ities and fund them to the greatest extent possible and try, as best
we can, not to dilute the positive impact that the Federal aid high-
way program has had on our Nation's economy and our standard
of living.

Mr. Chairman, I appreciate the opportunity to present my testi-
mony today. Thank you.

Mr. QuINN. Thank you, Mr. Burkett. And please be assured that
all the full testimony will be entered in the record-the editorials,
the other parts that you mentioned. Thank you.

Mr. BURKETT. Thank you.
Mr. QUINN. Mr. Harper is the president and CEO of the Associa-

tion of American Railroads, and joins us this afternoon. We'll start
your clock now, Mr. Harper.

Mr. HARPER. Chairman Quinn, members of the committee, my
name is Edwin L. Harper, and I appreciate your invitation to ap-
pear before the subcommittee and present AAR's viewS on the re-
authorization of the Intermodal Surface Transportation Efficiency
Act, ISTEA.

I'd like to discuss two issues of concern to the railroad industry.
The first is safety at highway-rail grade crossings, and the second
concern, connections between different transportation modes.

The first thing I'd like to point to is an unusual picture chart.
It's a picture of a successful Federal program.

This shows the reduction in public grade crossing accidents of
over 60 percent since the early 1970s when the section 130 pro-
gram was put into effect. This success has been accomplished pri-
marily as a result of engineering improvements carried out under
the section 130 program and the driver education, public informa-
tion, and traffic law enforcement efforts under Operation Lifesaver.

AAR is proposing four initiatives which we believe will result in
a significant improvement in highway-rail grade crossing safety.
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Number one, the Federal Government should continue and in-
crease funding for the section 130 grade crossing program. Without
funding dedicated or earmarked for the section 130 program, cross-
ing projects rarely compete successfully with more traditional high-
way needs. This problem w,-as the primary reason a separate grade
crossing improvement fuad was established. However, many States
continue to assign a relatively low priority to crossing improvement
projects, and that's why it's essential that earmarked funding for
the section 130 program be continued and increased.

Number two, the Federal Government should establish a na-
tional mandate and uniform process for closing unnecessary public
grade crossings. Highway and rail safety officials have long advo-
cated the closure of a large proportion of public highway rail grade
crossings in the U.S. The railroads support the establishment by
Congress of a Federal crossing closing program implemented
through a uniform nationwide process.

Three, the Federal Government should finance a multi-year na-
tional grade crossing safety education and public awareness cam-
paign to be conducted by Operation Lifesaver, Inc. Government
should take responsibility for a major multi-year public awareness
program designed to illustrate the life-or-death consequences of mo-
torists' behavior at grade crossings. This expanded national Oper-
ation Lifesaver campaign should garner the same kind of universal
recognition and acceptance that Smokey the Bear and Mothers
Against Drunk Driving have, for example.

Number four, the Federal Government should create a national
grede crossing warning device problem alert system. Railroads oc-
casionally have problems in receiving timely notification when
warning device problems occur. The railroad industry supports the
creation of a publicly-funded, nationwide rail grade crossing warn-
ing device problem alert system operated by appropriate State
agencies.

The Federal Government should evaluate the feasibility of the
Texas 1-800 system which has operated since 1982 and other pos-
sible nationwide alert systems and adopt and implement an efec-
tive system.

These four grade crossing safety initiatives will significantly en-
hance safety at highway-rail grade crossings, and I urge the com-
mittee to include these recommendations in the ISTEA reauthor-
ization legislation.

Now I'd like to discuss a second issue of concern to the rail in-
dustry, and that is intermodal connector highways.

The importance of inter-connectivity of our transportation modes
and systems was underscored by the National Commission on
Intermodal Transportation when it found that: "Barriers to safe
and efficient movement of freight occur at connections between
modes-for example, inadequate roadway access to freight termi-
nals is a barrier to the intermodal freight system."

Approximately 2 months ago, Transportation Secretary Pefia
sent to the Congress a recommended list of highway connectors to
major intermodal freight and passenger terminals. Without first-
rate connections, trains, trucks, barges, and planes are condemned
to operate separately and inefficiently. Government and America's
private transportation companies can provide the finest transpor-
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station systems and services in the world, but we can never realize
a completely efficient intermodal transportation system without
quality connections.

The AAR enthusiastically supports the improvement of inter-
modal connectors and urges their addition to the NHS.

ISTEA attempted to establish a new approach to transportation
throughout the country by striving to break out of traditional but
limiting perspectives. Today the interests and concerns of both pub-
lic and private providers of transportation facilities and services
are considered jointly and cooperatively.

Private railroads are working closer than ever and more success-
fully with States and MPOs to develop effective transportation
plans and programs. It hag been an evolutionary process, but we're
learning and improving, ard transportation in this country is win-
ning as a result.

Thank you for inviting me here today to present our views on
ISTEA reauthorization.

Mr. QUINN. Thank you, Mr. Harper.
I'd like to thank all three of the witnesses today. I believe I'll ex-

ercise the acting chairman's right to ask a couple of questions.
Mr. Barnhart, would you be interested in commenting on a

project you've worked on for the last 10 years?
Mr. BARNHART. On the what?
Mr. QUINN. Would you be interested in commenting on a project

you've worked on for the last 10 years or so?
Mr. BARNHART. Fuel tax theft. You know, you folks, when you fi-

nally, after 9 years, moved that point of incidence of the diesel tax
from the jobbers up to the terminal rack and required the dyeing
of tax-exempt diesel, you increased revenue into the highway trust
fund $1.23 billion. Even today it is increasing at $100 million a
month above where it was before you made those changes.

Some folks feel that that thing-that we've got that problem
under control. Absolutely we do not. We're losing at least $700 mil-
lion this year just on kerosene and kerojet on that kind of theft,
and there are scams arising all the time.

I've proposed a three-step plan that is in my written testimony
that was endorsed unanimously by all of the State DOTs, and I
think even my opponents would support this, because it would
mean more revenue into the trust fund and at a very insignificant
level of expenditure.

You provided in ISTEA $5 million a year out of the highway
trust fund for these anti-theft countermeasures, and $2.5 million a
year out of the general fund.

I've said it all over and I'll say it again: I cannot understand Sec-
retary Pefia, who, with authorization of that $2.5 million out of the
genera fund, has refused to seek appropriations to cover it. In ef-
ect, he will have been sitting on $15 million during the life of

ISTEA.
We have had, on this one part of the program that I finally got

through some years ago, on the Federal/State cooperative programwith Federal Highway and all the States and IRS, we've had re-
turns of no less than $13 and as many as $25 returned for each
dollar spent on that program. Yet, here is $15 million not beingused.
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One of those steps that I have asked for or that AASHTO has
endorsed is for a $15 million appropriation---dire tion that they
seek appropriations in order to institute a tracking system so that
we can track the production of that fuel from the refinery or the
point of import to its disposition.

If we don't do that, we'll never stop this. And I kid you not, we're
looking at really way over a $1 billion a year loss yet on these
scams.

So I would plead with you to look at that.
Mr. QUINN. Thanks very much.
Mr. BARNHART. Thank you for asking the question.
Mr. QUINN. I yield back the balance of my time.
Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
Let me first note that I'm pleased to see the AAR before the sub-

committee. I know that in the past perhaps, Ed, you've viewed this
subcommittee as the turf of the ATA, but, as you can see, we are
trying to reach out for all the constituencies, and that includes rail-
roads that are affected by our highway program, so it is, indeed,
a pleasure to see you here today.

I would like to ask o.i a question that is perhaps not on the spe-
cific topic of today's hearing, 'ut I think your response would be
of great interest to inembers of this subcommittee, and it has been
of great interest to a number of people in recent months, and that's
a concern by certain parties that, as a result of NAFTA, there may
be an effort to unfreeze the LCV freeze or, in general, to increase
the Federal truck size and weight limitations.

With ATA present in the room, I'd like to ask your comments on
those concerns.

Mr. HARPER. Well, the railroads remain very much concerned
about the issue of truck size and weight. We thought this commit-
tee got it right when they put the freeze in place, and we think
truck size and weights remain a very important issue.

I think, with respect to NAFTA, that we should look at instead
of our conforming to what other countries do, suggest that other
countries perhaps conform to what we do.

This committee, in its judgment, seemed to have come up with
a pretty good set of recommendations and conclusions with respect
to truck size and weight and what's right for American highways,
and I think when others come in to use American highways they
can go by our rules.

Mr. RAHALL. I appreciate that response. I hope that you and ATA
can reach the same common ground that you've successfully
reached this past week with rail labor.

Mr. HARPER. So do I.
Mr. RAHALL. Conrail and the maintenance way employees aside,

of course.
I do find your recommendations for improving the highway-rail

grade crossing to be of great interest, and especially what you had
to say about intermodal connectors. Both of these endeavors are of
benefit to the railroads, and that, of course, is why you are before
us today.

I think I already know the answer to this question, but I'm going
to ask it anyway, and I guess I could say it's the Baker question.
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He asked it earlier to the bicyclists, if they were ready to chip in.
So I guess I'd like to ask you if railroads are ready to kick some-
thing into the highway trust fund.

Mr. HARPER. Well, I think that the railroads are in a unique po-
sition. Basically the answer is no.

[Laughter.]
Mr. HARPER. That's the short answer. But let me explain why.
There is something known as right-of-way. It's rare that you find

a locomotive on a highway, and the rights-of-way used by truckers
are basically paid for out of the highway trust fund, but the high-
way trust fund does not contribute to the rights-of-way for the rail-
roads. In fact, those rights-of-way are privately owned, privately
maintained, and, in fact, the railroads spend billions of dollars
every year maintaining those out of their own pocket. They are pri-
vate businesses paying for their own way.

It is the case that right now the railroads are paying taxes into
deficit reduction at a rate, if current law goes forward, that will be
greater than that the trucking industry does, those that use the
highways.

So there are many seeming inequities in the tax law, but I think
we're satisfied that we pay our share. We pay for our rights-of-way,
and we think it appropriate that our commercial competitors pay
fully for the cost of their use of publicly-funded right-of-ways
through the highway trust fund.

Mr. RAHALL. Thank you.
Mr. QUINN. Mr. Geren?
Mr. GEREN. I thank you, Mr. Chairman. We've got a bunch of

votes about to crank u.p, so I'll be quick.
I want to first welcome my friend, Zack Burkett, here. He and

I have been friends for many, many years.
It's great to see you here representing a national organization. I

know you're a great spokesman for that association, and you and
your family have certainly been involved in transportation infra-
structure for a long, long time and have made a great contribution
to our State, and it really is great to see you here.

Mr. BURKETT. Thank you.
Mr. GEREN. Please give my regards to all your family.
Just a quick question to Mr. Barnhart. I thought a point you

made was-many of your points were very intriguing, but you esti-
mated that only 50 percent of the money that we currently spend
through ISTEA would be necessary in order to fund the national
transportation priorities.

Mr. BARNHART. Yes, sir.
Mr. GEREN. I would like to hear you discuss how you came to

that, and if you have some detailed analysis I would--could you
submit that for the record?

Mr. BARNHART. Can I send you something on that? I would be
happy to send you some data on that.

Mr. GEREN. I would like to see that, because I think that wouldbe
Mr. BARNHART. I think it's correct. And if you could then turn

that money back to the States, then if a State wanted to spend all
of its money on enhancements or on rail or what have you, that
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shouldn't be the Congress' concern. That should be up to the State
to resolve that problem.

I'm intrigued with all of the people here who have gotten a free
load off of ISTEA money, highway money, who have no confidence
in their own political structure. It amazes me. They come up and
say, "Our State DOTs and our State governors are absolutely no
good. They've got no damn sense. So please come into our commu-
nities and solve our problems for us, Daddy."

To me it's unbelievable. They ought to resolve those problems
within their State instead of dumping it on your backs. Maybe
that's a philosophical problem.

Mr. GEREN. I would appreciate that analysis.
Mr. BARNHART. I would love to respond to you in writing.
Mr. GEREN. I'd like to see it, and I think it would be helpful if

you could submit that for the record.
Mr. BARNHART. I shall do so.
I've got another letter coming to you, too, next week.
Mr. GEREN. All right.
And quickly, Mr. Burkett, do you have a sense-just following up

on the question that was asked of the president of the Senate from
Wisconsin-if and how much of the money that is being spend
under ISTEA would not have met TxDOT's or Texas Highway De-
partment's guidelines prior to ISTEA? How much of the funds
under ISTEA are being used in ways that the State of Texas would
not have historically chosen to dedicate those funds?

Mr. BuRKETT. Mr. Geren, I'm not real sure I understand the
question. I can cite you some statistics that what we, as purists
within the highway industry, would say are diversions from put-
ting pavement under the rubber, if you will. I can't cite the specif-
ics to you today for the State of Texas, but I can give you an idea
that, as I mentioned in my oral and my written testimony, there
have-since 1985 there has been a diversion of increase of nearly
600 percent of monies that are being taken from the highway trust
fund and used for non-highway purposes. Those figures are about
$1.9 billion of highway user fees that were generated in 1985 that
were used for non-highway purposes. That figure is up to a little
over $13 billion in 1995.

I'll apologize in advance if I didn't answer your question, and I
sure wouldn't mind you following up.

Mr. GEREN. You answered an aspect of it. I guess you probably
include in that 600 percent some State initiatives that your indus-
try hasn't approved of, as well-some so-called "diversions" from
using the money for traditional highway purposes.

I guess what I was looking for is to try to see-you have had
States do a lot of innovative things that are non-concrete type of
programs. How much of that 600 percent diversion that you all
have calculated is attributable to ISTEA and how much of it is
coming from the States undertaking programs that are non-tradi-
tional highway programs?

I guess what I'm looking for is to try to understand how much
of a change in State decision-making and activity has resulted from
IS TEA, if you all could try to address that.

This probably would be a hard question to answer. You all have
dealt just with the diversion issue, by itself, but how much of that
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diversion is ISTEA and how much of that is jubt States doing
things that are not traditional?

Mr. BuRXETT. Of that 600 percent increase of which I spoke in
my testimony, that was 100 percent ISTEA diversions.

Mr. GEREN. Okay.
Mr. BURKETT. And probably I could do a better job of responding

to your question in writing and would choose to do so and would
be happy to do so and give you some more specifics of a breakdown
of diversions of highway user fees that were, in fact, collected and
paid into the highway trust fund that ultimately did not find their
way back into highway improvement projects, if that would be
helpful.

Mr. GEREN. That would be helpful. I'd appreciate that.
Mr. Barnhart obviously has a
Mr. BARNHART. I would suspect that probably none of it would

have been done because the department says it can already only
fund 40 percent of already-identified needs, and they'd put their
money where the real need is. Especially with NAFTA coming up,
we're looking at a multi-billion-dollar liability on that. I doubt if
you'd have much of that enhancement, like we're repairing tomb-
stones over in the State cemetery, believe it or not. That hardly
seems right.

Mr. GEREN. Thank you.
Mr. Chairman, thank you ve ry much.
Mr. QUINN. Thank you, Mr. Geren.
I remind the witnesses that any paperwork you're going to get

to us, even though addressed to Mr. Geren, should come to the full
committee, please.

Thank you for your testimony.
We're adjourned.
[Whereupon, at 12:50 p.m., the subcommittee was adjourned.]
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Good Morning, Mr. Chairman and Members of the Comrittee.

I am R',y Barnhart, a former Administrator of the Federai Highway Administration, and
now a resident of Austin, Texas. I appreciate very much ha,,ng the opportunity to offer
comments on reauthorizing the Federal-aid Highway Program. That, I believe, is one of
Federal government's most fundamental and essential responsibilities: ensuring that its
citizens and its economy continue to benefit from an efficient and extensive highway
system. Regardless of whether revisionists and social theorists like, it or not, the reality is
that our highway network has been, and for years to come will continue to be, a major
factor in shaping our future society.

You will note that I did not refer to reauthorizing ISTEA. That was deliberate. While
others preceding me in earlier Hearings praised the ISTEA legislation, I acknowledge that
I was greatly disappointed in it and urged President Bush to veto it. Accordingly, I hope
that future legislation will be vastly different. Contrary to some people's assumptions, it
was not the flexibility provisions that caused me to oppose the bill, but rather its structure
and arbitrary dictates that an academician might believe to be great but from a practical
management perspective would increase costs, greatly politicize the program, seriously
impede the ability of DOTs to effectively carry out their responsibilities, and add years of
delay to the process whereby major projects are brought to fruition.

Let me ask you, if ISTEA were as great as some have testified, why, after almost five
years of operation and the expenditure of record billions of dollars, are 60 percent of the
nation's major roads now in substandard condition? Why have pavements fallen into
worse repair two years in a row, the worst performance in a decade? Why do reports
show that one-third of the nation's bridges remain structurally or functionally deficient?
Why is our system worse off than it was a few years ago, before ISTEA? There are
several contributing factors, but one reason is that today the taxes extracted from highway
users cannot be used efficiently, nor as the original Congressional dedication of those
funds was intended. In fact, through ISTEA the Congress has so diluted the authority of
state DOTs that they can no longer efficiently, effectively, and economically plan, build,
and manage their transportation programs, and by legislative fiat has forced state DOTs to
share their decision-making powers (which in the real world translates into sharing the
control over dollars) with federally-created Metropolitan Planning Organizations.

To illustrate with one but example from my state, there are 25 Metropolitan Planning
Organizations in Texas. Some of these are excellent, professional organizations, but most
are not technically well staffed. They are comprised of multiple jurisdictions, including
cities, villages, county governments, etc., as many as twenty or thirty separate
governmental entities. Yet because of Congressional stipulations in ISTEA, MPOs
effectively control half of TxDOT's federal funds, and because the MPOs' foremost
concerns focus on problems within their own specific geographic boundaries (which is
logical, political reality), transportation problems facing the state as a whole are often
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given short-shrift. TxDOT is nonetheless responsible for seeing that the state enjoys an
integrated, efficient, and effective multi-modal transportation system.

Frankly, I do not fault only the Congress for tie dilemma in which we find ourselves; the
highway community as a whole must accept a large share of the responsibility. Highly
organized forces that had no genuine concern for transportation per se - and who would
ultimately bear no blame for the deterioration of the highway system and no accountability
for what that loss meaLs to the nation and its economy - dominated the ISTEA debate.
The state DOTs, mainly comprised of career civil servants who by tradition and because of
practicability were precluded from getting involved in political battles, -also must assume
some of the blame. In large measure th,'.y were constrained and failed to rebut the
positions of the anti-highway crowd that convinced Congressional leaders to institute
"new" and "innovative approaches" to meeting transportation needs. The anti-highway
crowd was more interested in opening the Trust Fund to finance their personal agendas
than in creating a more efficient system for delivering improved transportation.

Regrettably, law makers were not always given all of the facts or all of the consequent
ramifications because highway officials were reluctant to enter the political fray. Bes'.des,
they recognized the inevitability of the highly organized anti-highway forces being
successful in their efforts to structure the highway program to serve their ova ends.
Those forces, unlike government civil servants, were under no constraints in waging their
aggressive campaigns. Many of the state officials with whom I've spoken wee resigned
to simply calculating their state's split of the $ 153 billion dollar highway bill and calling it
a victory. While they deplored the loss of the minions of dollars that would be diverted
from necessary highway improvements, they felt it was the price they had to pay to get
legislation enacted. At the time, in view of the unstoppable political bandwagon that was
then rolling, they didn't want to engage in another losing battle by challenging the
practicality of having to manage their programs under the expanded bureaucratic
conditions mandated by ISTEA.

Let's face it, no one wants to even unintentionally offend Committees that control a
state's highway apportionment! Nor for that matter, do L I respect you and what you do,
and sympathize with your having to deal with an endless multitude of complex problems,
with powerful interests vying for their own ends, each with "experts" who document
solutions that sometimes turn out to be 180 degrees apan. Except for one thing: they all
agree that you should provide substantially more money for their goals, but through taxes
on the other guy, of course.

As a result of ISTEA, highway funding has become the mother lode, the perceived
bottomless pit from which dollars can be extracted to finance almost any cockamamie
scheme political activists can dream up. Certainly many of the projects proposed are
desirable, and they really are popular: building pleasant hiking trails, buying abandoned
rail easements for bike paths. restoring old court houses and libraries, beautifying the
grounds of state capitols, and refurbishing head stones in cemeteries, as in Texas. But
does Texas' $ 150 million expenditure of highway taxes on those projects make sense
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when TxDOT asserts that it can finance only 40% of already-identified highway needs? In

fairness to highway users who pay those special taxes, shouldn't the expenditure of the

taxes be directly related to highway projects, that is if the term "Highway Trust Fund" is

to have meaning? Extravagence is not limited to only enhancement funds, however. Since

in ISTEA Congress bestowed new powers over highway dollars on groups and

organizations not previously in control of those funds, the attitude regarding the use of

"free" federal highway dollars has become even more cavalier.

I have a counter proposal to creating an ISTEA II. one which I believe to be consistent

with the current tldking in Congress: restoring the balance of power between the federal

and state government levels, making government more accountable, and turning back to

the states the responsibility to do those things that clearly are of state interest

By Congressional definition, the National Highway System is truly of National

significance; it is the federal priority. Also by definition, then, anything that is not a part

of the NHS is primarily of state interest and accordingly, should be a state government

responsibility.

As a former Administrator of the FHWA, I'm convinced that the nation would be best

served if the Federal Highway Administration's authority were greatly reduced and many

of its responsibilities were devolved back to the states. The general provisos of such a

program might be as follows.

The FHWA and the U.S. DOT should continue to be responsible for the NHS, for the

regulation of interstate trucking, for basic research and development, for assistance when

natural disasters occur, for roads on federal lands, and for international transportation
activities.

I believe that all of the above responsibilities could be funded by less than half of OWe

present fuel taxes plus the diesel fuel 5.4 cent differential and the highway use tax and the

tax on rubber. Furthermore, in order to gain more accountability and efficiency, Ccgress

should seriously explore revising the federal/state matching funds requirements to a

variable formula that considers a state's lane miles, the high-cost bridges and tunnels on

the NHS system, its generation of taxes from federal motor fuel taxes and federal fees on

motor carriers, and its percentage of federal lands. The base federal match should be

something like 65 percent and increase dependent upon the preceding factors; states with

large NHS mileage and small populations (which means a lower tax base) would

undoubtedly find it impossible to maintain the NHS if it had to come up with a 35%

match, and the same is true in the instance of expensive bridges and tunnels. In any eveonL

the idea that federal funding is "free" must be dispelled if accountabiity and responsibility

are to be meaningful words in the government lexicon. If a statv' has to come up with a

meaningful dollar match it will be more courageous in bucki ig extravagances in the
highway and transit programs.
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The remainder of the federal taxes, including the FTA funds, should be returned intact to
the states from which the revenue was derived conditioned upon the funds being spent on
transportation, and too. that these would be subject only to state law! In the ideal world,
that portion of the federal taxes would be repealed as the individual states increase their
state fuel taxes an equivalent amount, but as a practical matter some states are under
constitutional constraints and could not do so. Accordingly, having the federal
government return the dollars to each state in which the tax was generated greatly
simplifies funding the program. Regardless of the mechanism to accomplish the return,
the states could gain at least 30% in purchasing power if they were relieved of federal
mandates on how they spend their dollars on projects that really aren't related to any
federal interest.

Although there would be no federally-mandated "enhancement" program, if a state wanted
to spend fifty percent of its money on those projects, so be it! If a state wanted to spend
most of its money on transit, again, it should not be up to federal government to either
approve or disapprove.

As for transit that might serve NHS corridors, that, too, should be eligible for NHS dollars
conditioned upon approval by the U.S. Secretary of Transportation.

The Donor/Donee funding principle should be retained for the NHS program. Even as a
Texan from a donor state, I realize that it is essential that states with small populations and
consequent small tax bases be given disproportionate funding to sustain an efficient NHS;
it is, after all, in the national interest to facilitate interstate commerce and travel.

There are some individuals who advocate dismantling the FHWA almost in it entirety, and
others would simply impose tolls on all of the Interstate Highways. Those approaches, I
believe, grossly underestimate the importance of the federal role in sustaining the nation's
economy. They should be rejected as contrary to the national interest..

Should you find my approach too revolutionary and thus unacceptable, then in recognition
of what will surely be reduced federal transportation funding in future years, do everything
possible to eliminate mandates that unnecessarily increase costs, and institute policies that
have as a top priority the preserving of the existing infrastructure.

I - Require that expending apportionments on enhancements be optional, at the discretion
of the state, and further, that all enhancement projects funded in whole or in part from the
Federal Highway Trust Fund must meapingfully-contribute to transportation per se or
directly emanate from transportation projects.

2 - Reduce the federal matching shares on the purchases of fights-of-way, environmental
mitigations, and enhancement projects to 50 percent. When federal government finances
75% to as much as 95% of those costs from the Highway Trust Fund it's easy for states to
accept inflated settlements, and for local courts to order such, since it's "free" money and
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no local elected official has to be accountable for levying taxes to cover inflated or

exorbitant costs.

3 - The divisible/non-divisible load issue must be resolved, and "grandfather rights" that
allow vehicles to operate on the road system at weights that exceed federal axle or gross
weight limits should be abolished. The federal axle and gross weight limits were enacted
into law by Congress on the advice of civil engineers specifically to protect the structural
integrity of the roads and bridges, to prolong the usable life of that infrastructure, and thus
to avoid unnecessarily having to pay for costly reconstruction. To capriciously allow
certain trucks to exceed those limits and literally destroy pavements year after year
unnecessarily adds horrendous costs to the highway program and precludes financing
important, perhaps life-saving, improvements.

Repeal of the Symms Amendment would be a step in the right direction. If vehicles can't
be reconfigured so as to comport with the current legal limit, their owners should be
allowed to amortize the costs of those vehicles over a period of, say, seven or ten years.
The owners of those vehicles shouldn't be financially penalized because of a change in
law, but neither should taxpayers year after year be required to pay outlandish
maintenance and reconstruction costs in order that those vehicles continue in operation, as
has been occurring during the past forty years.

As in the case of "grandfather rights," it is irresponsible to allow loads of bulk corn or
wheat or sugar beets, or tank loads of fuels or milk, to be classified as non-divisible loads
(i.e., a load that cannot easily be divided into multiple loads that do not exceed the legal
limits) in order to circumvent federal weight laws. If the current statutory limits were not
based on valid engineering principles, of course, they should be repealed. But the fact is
that civil engineers agree that those engineering principles remain irrefutable and cannot be
violated except at great peril and at great cost

4- The criteria used to calculate the distribution of federal highway funds must be revised
and updated inasmuch as the criteria used in ISTEA are not relevant to today's society.
Unless a plan similar to the one I advocate is adopted, one that focuses the federal
attention and its dollars on the NHS, the FHWA should be directed to develop in
cooperation with AASHTO a new, uniform system for the classification of roads that are
eligible for federal aid.

5- The prevailing wage rates paid on federally funded transportation projects should be no
different than the rates paid by states and localities on non-federally funded projects. In
the rrid eighties I calculated that the manipulation of wage rates added a minimum of
$ 350 million annually to the highway program, which I believed to be irresponsible
stewardship of public funds; the costs today must be substantially greater. By what logic
is it fair that the FHWA must use the higher of either the federal or state "prevailing
wage" in calculating the federal share of reimbursing states for their project costs? Why,
for instance, should an FHWA-funded project be billed at $ 19.17 per hour for common
labor when a comparable state project is billed at less than $ 15.00 per hour? If a state
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chooses to inflame its wage scales on federal projects it should be allowed to do so, but it
should not be reimbursed on that basis; rather the federal match should reflect the actual
prevailing wage rate.

6- During my tenure at the FHWA I attempted on several occasions to get Congress to
declare that state taxes on federally-funded transportation projects were not eligible items
in compuung federal reimbursements to state governments. To continue to allow such a
practice is unfair to highway users who provide the taxes in the first place. It
discriminates against donor states who can't "double dip", so to speak, and allows
dedicated highway revenues to be diverted from financing transportation projects to
providing additional revenue to the general budgets of state governments. It is in essence
a transfer of federal funds that never has made sense to me..

What is fair about the following scenario?

1. State X receives back from the Trust Fund S 2.00 for each $ 1.00
it contributes.

2. It imposes a 6% completed operations tax on a $ 30 million
project, thus generating a tax liability of S 180,000 for the
contractor.

3. The contractor pays that S 180,000 tax into the state's general
revenue fund, which he of course had included in his original bid
price.

4. The state DOT of course submits all of the contractor's costs to
the FHWA for 95% reimbursement (Interstate share plus federal
lands formula modification).

The result: State X thus has $ 180,000 to spend as it sees fit from its
general fund: $ 171,000 comes from the 95% match of Highway Trust Fund
moneys, and theoretically 5 9,000 comes from the state DOTs 5% match.
However, since State X is a donee state that receives $ 2 back for each $1
in contributions, in fact the state is losing only $ 3,000 in highway taxes to
get $ 177,000 into the general fund to support general govemraent
activities Unless Congressional action is forthcoming, when the donee
states become aware of the potential windfall that's available to them by
imposing completed operations taxes on federally funded projects, there
might be quite a raid on the Trust Fund!

7- Finally, even though various groups and people might take strong exception to my
previous recommendations, let me conclude my wsimony by discussing one initiative that
I'm sure all of those who have appeared before you, or will appear, can agree upon: a 3-
step plan to stop the unconscionable multi-billion dollar theft of motor fuel taxes.

Because of the pheOmeal successes we've had in getting this nati'mal scandal under
control, like increasing diesel fuel revenues $ 1.23 billion in 1994 by s mply moving the

7

37-734 97 -31
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point of incidence of the tax to the terminal rack and dyeing tax-exempt diesel, there
appears to be a false impression that the battle to prevent the evasion of payment of motor
fuel taxes has been won. Quite the contrary; the theft continues! Lost revenues from
kerosene and kerojet alone total some $ 700 million annually, and new scams conthiually
surface.

It has been a full decade since some of us initiated efforts to stop this illegal activity. I
plead with you to finally and effectively institute this 3-step plan, one that the 50 state
Departments of Transportation unanimously endorsed at AASHTO's annual meeting last
October in Virginia.

A proposed three-part solution

Step 1 - Under ISTEA, highway funds have been used to finance everything from
restoring remote missions to building hiking trails to painting courthouses and libraries.
Why aren't fuel tax theft countermeasures declared eligible items for federal funding?
Using those finds would be strictly optional, at the discretion of the state DOT. If the
Secretary of a state DOT decides that enforcing the diesel dye law, for instance, and thus
stopping the theft of millions of fuel tax dollars is more important to the state's
transportation program than building a hiking trail, why should that option be denied?

Recommendation:1 - Make fuel tax theft measures eligible for federal-aid apportionments.
2 - The amount of funds that could be expended by a state would be

limited to no more than, perhaps, one-fourth of one percent of its
apportionmenL

3 -The FHWA would issue a regulation defining what functions or items
would be eligible uses for such funds.

4 - The state DOTs could use their funds to contract with other state or
private entities to perform specific functions.

5 - These funds could not replace or substitute for expenditures
customarily made by the state, but would have to finance
additional or increased activities.

Step 2 - The FHWA should be given a one-time authorization of $ 15 million to
develop a computerized system to account for motor fuels. Such a system would enable
audit and enforcement officials to expeditiously gather and aggregate data on the import
and refinery production of motor futels, and to compare terminal fuel receipts with
deliveries. Without such a system enforcement authorities will never be able to get this
deplorable problem under controL ISTEA authorized the FHWA $ 5 million per year
from the Trust Fund and $ 2.5 million per year from general funds to fight tax evasion.
It is astonishing that Secretary Pella has adamantly refused to seek appropriations for that
$ 2.5 million, thus depriving the program of $ 15 million, inasmuch as just the $ 5
million annual expenditure has returned each year a minimum of $ 13.00 and as much as
$ 25.00 for each dollar spent! Such foolhardy fiscal management is beyond
comprehension.
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Recommendation:
1 By legislaton, authorize $ 15 million to FHWA, and require the

Secretary of DOT to seek appropriations to cover that amount.

2 Require the FHWA to develop the tracking system through a
contract or contracts in the private sector.

3 Require that the development of any systems and procedures be
concurred in by the IRS. (We cannot have duplicative efforts in
this regard that may at times conflict with each other, uniformity
is of paramount interest.)

4. Such a system, when developed, must be able to be accessed by
both state and federal authorities.

Step 3- Re-authorize the annual S 5 million from the Federal Highway

Trust Fund to continue the Joint Federal/State Motor Fuel Tax Compliance Project.

Thank you, Members, for the privilege of offering this testimony, and for your patience.

Throughout my years as Administrator of the P1WA I believe my record shows that I was

honest and cadid, and I hope, constructive. rve meant to be so today. If I can clarify

any points or in any way assist you or your staff in resolving issues pertaining to

reauthorization of this essential program, I'm ready and willing to do so.
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STATEMENT
OF THE HONORABLE KENNETH BARR, MAYOR

FORT WORTH, TEXAS
on behalf of

THE NATIONAL LEAGUE OF CITIES
before the

HOUSE SUBCOMMITTEE ON SURFACE TRANSPORTATION
Thursday, July 25, 1996

Mr. Chairman and Members of the Subcommittee, the National League of Cities is

pleased to have this opportunity to share our views on ISTEA's Surface

Transportation Program. I am Kenneth Barr, Mayor of Fort Worth, Texas and a

member of NLC's Transportation and Communications Policy Committee. The

National League of Cities represents 135,000 mayors and council members from

municipalities across the country. Additionally, I am Vice Chair of the Livable

Communities Campaign, which is a national coalition of business and public sector

leaders who want to enhance communities and the economy through local

transportation initiatives.

The National League of Cities supports the reauthorization and reaffirmation of

Intermodal Surface Transportation Efficiency Act (ISTEA). This national

transportation policy has been extremely innovative and influential. ISTEA

provided local governments a direct role in transportation policy. It also created a

national transportation policy framework that included federal money for all modes

of transportation including transit. ISTEA has also demonstrated a commitment to
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the environment with programs such as the Congestion Mit gation and Air Quality

Improvement Program.

Surface Transportation Program

Along the same lines, we also support ISTEA's surface transportation program.

Today, I will focus on two components of STP (1) the suballocation to

metropolitan areas with populations greater than 200,000, and (2) the

enhancement program.

NLC supports the STP suballocation because it contains the underlying goals of

ISTEA. The first goal is the federal commitment to transportation policy.

Continued investment in transportation and infrastructure is extremely important.

The economic health of the United States is dependent upon all types of roads

from the interstate highway system to strong local roads. Without investment in

transportation and infrastructure, our economic future is threatened, resulting in

congested and deteriorating roads. Roads that do not allow the efficient

movement of people and goods cost the nation economic growth. Congestion

also contributes to poor environmental air quality. Therefore, continued

transportation investment is necessary to promote economic growth and alleviate

air pollution. ISTEA's Surface Transportation Program has contributed to the

success of our nation's roads through providing (1) national transportation goals

and objectives and (2) funding.
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ti nal Transoortation Goals and Objectives

The federal government has the responsibility to identify broad transportation

policy goals and objectives for this country. The federal government can

determine the direction of national policy including infrastructure and

environmental objectives. Included in the bigger picture is the role of local

governments as decisionmaking authorities for local transportation needs. Without

a federal policy, local governments would confront 50 separate transportation

policy objectives without the assurance of local government involvement.

Funing

In terms of funding, the federal government provides 30 percent of transportation

infrastructure funding. Although 30 percent may not seem large, it provides a

large contribution, especially in these tight budget times. Local roads, unlike state

and federal roads, are not funded by a direct user fee but through the general tax

system. If that federal 30 percent was cut, local governments would have to raise

taxes--which, as you know, is very difficult these days--or cut other vital services

such as police and fire protection. Since the local government knows local

transportation needs, local decisionmaking allows federal money to be used

effectively. Without local decisionmaking, federal spending in local areas may not

be spent on roads with the most need.
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Local Government Decisionmaking and Flexibility

I have briefly begun to discuss the second goal of local government

decisionmaking and flexibility within surface transportation. Local governments

can implement federal goals and objectives the best way for their communities.

Local government officials are most familiar with and committed to local needs;

and, therefore, they should be responsible for decisionmaking on local projects.

Funding directed to local or regional bodies brings the transportation community

together to develop and agree upon local and regional priorities. In fact, STP

brings all levels of government together to create a balanced transportation

system. As under STP, metropolitan areas have direct access to federal funds,

which allows for local accountability in selecting and programming projects.

Without local government decisionmaking authority, many local transportation

needs would be easily overlooked due to lack of knowledge about specific

community needs at the federal and state levels.

Fort Worth

Fort Worth is using STP funds to implement the national goal of maintaining

infrastructure and decreasing congestion by reconstructing and widening roads

that have the most need in the metropolitan area. These projects may not be

glamorous, but they are extremely necessary to achieve the efficient movement of

people and goods.
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In a metropolitan area of 4.5 million people, there is enormous commerce.

Congestion costs $40 billion to the 50 largest metropolitan c ries annually.

Business will locate in the area--and the economy will grow--if they can rely on the

efficient transportation of their goods. The Fort Worth local government is in the

best position to know what we need to make our regional transportation system

become more efficient to achieve that goal. We know our roads, and we have

more personal contact with the business leaders in our city to learn what they

need. This suballocation program has been extremely effective in guaranteeing

local decisionmaking on local transportation.

Enhancements

Second, NLC supports the enhancement program because it promotes alternative

transportation modes that will increase economic productivity through increased

transportation efficiency within a region. How? First, by providing alternative

modes of transportation such as light rail, you take people off the road. As I

stated earlier, less cars means less congestion, faster travel time, and greater

livability. Less congestion translates to a more efficient movement of goods and

people for businesses. A metropolitan area with less congestion is an attractive

place for businesses to locate. Second, transportation modes such as light rail

become centers for increased economic activity growth, and from the municipal

perspective, increased property values. When a new station opens, businesses

open around it.
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Fort Worth Example

One enhancement project in Fort Worth is a component of the Intermodal

Transportation Center (ITC). ITC is an intermodal station that will provide

economic growth to the entire metropolitan region. This regional facility will serve

as transfer point among ten modes of transportation including commuter and high

speed rail, bus service, taxis, air shuttle connections, and mobility impaired

transportation. Enhancement funds are being used to restore the Texas and

Pacific Railway Terminal Building, which the ITC will be centered.

This station links Fort Worth and Dallas together by Railtran, the commuter rail

service that will provide greater access between the cities. Railtran is targeted for

the professional and business community to travel between the cities during the

day. This is going to allow business to increase between Fort Worth and Dallas.

Unlike many commuter rail systems, Railtran runs between two major population

centers rather than taking people away from the city and out to the suburbs. The

bottom line is that Railtran by the year 2000 will carry 9000 daily trips and reduce

auto travel by 32 million vehicles miles per year and fuel consumption will

decrease by 1.5 gallons per year.

Enhancement funds are allowing part of the Intermodal Transportation Center to

be built. And let's face it, we cannot continue to build freeways. We need to

offer our citizens cost effective alternatives to the car.
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Mr. Chairman and Members of the Subcommittee, I greatly appreciate your

leadership on these issues and look forward to working with you during the

reauthorization of ISTEA in the upcoming year. We hope that you continue to

support the role of local governments in transportation. Once again, I appreciate

the opportunity to testify and would be happy to answer any questions. Thank

you very much.
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Good morning, Chairman Petri and members of the Subcommittee. My name is Janine Bauer,
and I am the Executive Director of the Tri-State Transportation Campaign, Inc., a non-profit
corporation whose mission is to promote an environmentally sound, socially just and
economically efficient transportation system in the New Jersey, New York and Connecticut
region. We aim to achieve that goal by persuading relevant agencies and metropolitan planning
organizations to work to reduce vehicle miles traveled (VMT), an indicator of the growth in
traffic and pollution which is choking our region competitively and environmentally. VMT can
be reduced by implementing roadway or congestion pricing to better reflect the costs of
automobiles and trucks to their users and society and to wisely use scarce highway capacity
during peak hours, employing "centered" land use to promote transit-friendly, walkable, mixed-
use communities, and by enhancing and expanding our bus, rail and shuttle transit systems.

Tri-State's member groups include the Environmental Defense Fund, the Natural
Resources Defense Council, the Regional Plan Association, the Rutgers Environmental Law
Clinic, the Newv Jersey Environmental Lobby and the New Jersey Public Interest Research
Group, the New York Public Interest Group Straphangers Campaign, the New York City
Environmental Justice Alliance, Scenic Hudson, Transportation Alternatives, Komanoff Energy
Associates, Environmental Advocates and the Connecticut Fund for the Environment. We also
have over ninety affiliate members, who have read and endorsed our mission and our Citizen
Action Plan for achieving that mission, including the American Lung Association of NJ, the
League of Women Voters in both New York and New Jersey and Connecticut Citizen Action
Group. I am here as part of the national Surface Transportation Policy Project (STPP) coalition,
although the views expressed in this testimony are those of the Tri-State Transportation
Campaign. I thank you for the opportunity to testify today.
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Reauthorization of ISTEA provides an opportunity to assess its overarching objectives
and to examine the formula for distribution of funds to the states. There are now widely divergent
views about how to handle the surface transportation program (STP). STP is, of course, the

second largest category of funding under ISTEA, and together with NHS, accounts for 40 percent

of all federal transportation funding in FY1995. Under STP, many tasks are eligible for
programming: construction and rehabilitation of roads and bridges, transit capital improvements,
car and vanpool projects, parking facilities, bicycle and pedestrian facilities, planning, research

and development, environmental analysis and mitigation, development of the congestion
management system, safety, transport control measures and traffic management costs.

Depending on the objectives chosen and the formula used in reauthorizing ]STEA,
significant amounts of funding could shift among the states. The metropolitan New York area,

and the states of New York and New Jersey, have a particular interest in the objectives and the

funding formula determinations because of our extensive highway network and infrastructure and

maintenance needs, our extensive transit network, its huge ridership and its infrastructure needs,

and our status as a severe non-attainment area under the Clean Air Act Amendments. We need to

encourage alternate modes of travel.

Donor-donee status is not the whole picture when it comes to streamlining funding

formulas. New York is a donor state in almost all respects other than transportation, but we do

not suggest that other states have more than their fair share of other facilities or types of funding.

An efficient transportation system is critical to the quality of life and economic competitiveness

of our region.

From an urban perspective, reauthorization of ISTEA should focus on continued

empowerment of the metropolitan planning organizations and local elected officials' role in

transportation decisionmaking, flexibility of STP funds, continued set-aside often percent of

each state's STP apportionment for both enhancements and safety, clear objectives for the STP

program monies to achieve, especially for safety, with states setting benchmarks for their own

success, and incentives to reduce VMT.

Flexibility of Federal Funding Categories. ISTEA provided for a potential $70 billion

in flexible funding for transit or highway projects over six years. According to USDOT's

preliminary data through the end of FY1995, $2.16 billion in highway funds had been transferred

to transit projects and $2.2 million in transit funds had been transferred to highway projects,

nationwide. In New York alone, in 1992, $100 million was flexed from the interstate

substitution program to transit. In FY 1993 and 94, more than $100 million wa- flexed mostly

from STP, CMAQ and urban system programs to transit. As part of the last Metropolitan
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Transportation Authority (MTA) capital plan, the downstate metropolitan planning
organization agreed to flex more money to transit than the Governor and Legislature had agreed
upon in budget negotiations, and in the current capital plan-- while the Transportation
Improvement Plan is still being drafted- officials expect to flex between 5300 to $500 million to
transit from highway categories.

Enhancements. The enhancements set-aside within the STP program is probably the
most popular and effective program of ISTEA in terms of reaching local communities and
connecting meaningful destinations via pedestrian and bicycle facilities, thereby enhancing the
quality of life and transportation choices in those communities. Clearly, this program should be
preserved within STP. Even in a state such as New York, which has obligated 96 percent of its
enhancements monies, making the program optional is tantamount to elimination of it, not
because it is not wise or favored but because of the pressures of other, more expensive
infrastructure. New York strongly favors its enhancement category, and uses it wisely.
Emphasis should be put on funding alternative transportation modes, rather than historic
preservation or scenic enhancements. New Jersey continues to program nearly as much money
for historic projects as for bicycle and pedestrian projects.

Safety. In our urban area, in both New York and New Jersey, there is a tremendous
problem with pedestrians being hit and killed by motor vehicles. In New Jersey, for instance,
one-quarter of the fatalities involved in motor vehicle accidents are pedestrians, and this grim
statistic has carried on for two decades. It is a figure well above the national aver;g:. of 14
percent. Unfortunately, state DOTs in New York and New Jersey continue to spend their
safety set-aside from STP on motorist safety. We think safety is important for all modes, and
urge you to include controls or incentives for states to fund infrastructure improvements (which
do not limit access) to improve safety especially for walkers and cyclists. Pedestrian facilities
should be an explicitly recognized category for safety performance, with funds available for
sidewalk construction, crosswalks and traffic-calming projects, especially where states have
greater accident and fatality rates than the national average.

Vehicle Miles Traveled (VMT). ISTEA should adopt a national goal of reducing VMT
and require states to adopt performance criteria toward that end, reserving bonus monies for
metropolitan planning areas that meet or exceed these criteria. It is widely recognized that
transit-oriented development and "centered" land uses wvill have the greatest effect on reducing
travel demand in the present and the future, thus reducing greenhouse gas emissions, land
consume rtion and depletion of other resources. Many current highway capacity-expansion
projects are failing to achieve mobility goals,even where they are set, or are achieving them only
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in the short-run; our state DOTs are not implementing alternative strategies identified in
congestion management system studies.

We have reviewed the funding formulas proposed by STEP 21 for the NHS program and
do not believe that highway lanes miles, VMT and fuel consumption are appropriate factors from
which to derive state allocations. Such factors are at odds witt, the travel demand reduction goals
of ISTEA, clean air and energy efficiency. Growth in VMT should not be rewarded. The existing
formula factors also include some that are irrelevant or outdated, such as postal route mileage.
Clearly, improvement is needed, but individual states' needs and preferences must be taken into
account. The population density factors used in determining STP allocations should be retained,
along with others that promote the use of transit and alternative modes in urban regions such as
ours.

Thank you.
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Mr. Chairman and members of the Subcommittee, my name is Clinton Brown. I am the president

of Clinton Brown Company Architecture, PC, based In Buffalo, New York. Thank you for
allowing me to appear today representing the Surface Transportation Policy Project (STPP) and
the American Institute of Architects (AIA). STPP is the broad-based coalition of progressive
trasportation interests-archittcts, planners, preservationists, city and county elected officials,
environmentalists, and others-which has played a major role in shaping the Intermoda Surface

Transportation Efficiency Act of 1991 (ISTEA). The AIA is the professional organization of
58,000 members representing this nation's architects. We very much appreciate this opportunity
to comment on the importance of several of the transportation programs implemented under
ISTEA.

This nation is blessed with a transportation system that has accomplished wonderful things:
ending isolation and binding our society together, facilitating commerce, protecting us from

foreign threats, and creating jobs. Yet the great changes that our transportation system has

brought to American life, have also brought consequences that set the stage for enactment of
ISTEA.

Today, this nation has more cars than people. Half the land in U.S. cities goes to accommodate
the auto. Over 100 million people live in places that fail to meet at least one of the federal

Clean Air standards. We have damaged the very cities and countryside which we have built our
highways to serve. For instance, In Buffalo, we destroyed a significant Frederick Law Olmstead-

designed parkway to create a six lane, 40 foot deep concrete expressway that destroyed
neighborhoods and reduced property values that would have been very high today if the parkway

had remained. We have laid out our highways first and considered the effects on our

communities and natural resources later. In the process we have turned farmland into interstates,

wetlands into causeways, neighborhoods into freeways, and greenbelts into, beltways. We waste

eight billion hours in traffic annually, costing the nation approximately $40-45 billion each year in

lost productivity.

Until recently, transportation policy has revolved mostly around roads and the automobile. This is

an obsolete and narrow-minded concept. Transportation is the act of getting from one place to

another, the best way possible. The auto now happens to be the mode of choice, because in

many places it is the aIY choice. For the past five years, ISTEA has presented the American

people with options.

Why have architects been and why do they continue to be so involved with this landmark statute?

Architects are often referred to as visionaries. We envision the "big picture" from its many parts.

It is our job to fit these parts together-whether we are designing a building or an entire

community-in a manner that achieves the maximum in form, function, and value. Architects have

witnessed h .w poorly planned transportation systems lead to gridlock, divided or isolated
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neighborhoods, and the inappropriate use of taxpayers' money. Transportation is an important
part of the design puzzle, potentially connecting cities and towns, generating economic growth,
curbing urban sprawl, and facilitating well-designed and sustainable communities.

Our world is at a crossroads-a time to redesign the way we do things as we embark on the next
century. We must redesign our communities to meet these challenges and opportunities.

The AIA has worked closely with congressional staff and STPP to shape national transportation
policy under ISTEA that ushered in a new way of doing business, distributing federal funding and,
more importantly, a new way of thinking: transportation as an integrated system of choice,
continuity, quality, and a system that gets the most out of every existing mile. ISTEA was born of
these efforts and has led to the establishment of long-term planning; greater flexibility for
communities to determine their unique transportation needs, stronger links between
transportation, land use, and environmental quality; a requirement that transportation plans
contribute toward cleaner air; the harmonious integration of transportation facilities into their
environment; and a much more open public participation process.

ISTEA has already proven to be successful on many fronts, accomplishing many of the above
mentioned goals. Of particular interest to the architectural profession are the surface
transportation programs, especially Transportation Enhancements and planning provisions.
These programs provide funding for projects chosen by localities, and promote economic
investment, increased productivity, and options for each community resident.

As you know, the Enhancements Program developed under ISTEA requires each state to spend a
percentage of its federal funds on transportation activities that can encompass historic
preservation projects, rehabilitation of historic transportation buildings such as old railroad depots,
pedestrian and bicycle facilities, acquisition of scenic easements, landscaping and scenic
beautification, and scenic highway programs. Transportation is not just getting from point A to
point B, but also the quality of what happens along the way. These activities represent far-
reaching community investments.

For instance, the rehabilitation of an abandoned railroad depot into a local railroad museum can
spur travel and tourism, add to the aesthetic and cultural value of a community, and generate
local spending based on a multiplier effect. A casual traveler may visit the museum, wander over
to the general store next door, purchase some postcards, fill up at the local gas station, and eat at
the local restaurant before getting on the road again.

We are working on just such a project now in Buffalo. Winning an ISTEA Enhancements grant
of $1 million will help transform a former railroad station into a mixed use center at the foot of
Main Street on the Buffalo River, where our city was born. The public/private Delaware,
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Lackawanna & Western Terminal Center Intermodal Transportation Project (DL & W) will

integrate transportation services and transform the current site, which houses'the train yard for

Buffalo's Metro Light Rail System, into the centerpiece of Western New York's waterfront

revitalization effort.

Across the street for the $130 million Marine Midland Arena, home of the Buffalo Sabres

National League Hockey Team, and adjacent to the planned $30 million Inner Harbor initiative,

the DL & W Center will be the year-round public destination for light rail, bus, automobile, water

taxi, bicycle, and pedestrian travel.

This multimodal facility will attract some of nearby Niagara Falls' 7.5 million American tourists

and 2.5 million international tourists, who spend approximately $250 per day, who now have no

central place to visit in Buffalo, as well as attracting the 4.5 million people that come to Erie

County each year to visit friends and family, spending about $125 per day during their stay.

Keeping a fraction of these people in our region for another day pumps millions of new dollars

into our economy at the large scale. Additionally, the Center will generate rental and other

income for its owner, the Niagara Frontier Transportation Authority (NFTA), revenue that will

be earmarked for Metro transit operations. The income leveraged from the DL & W project

made possible by the Enhancements grant will offset transit operating subsidy losses suffered by

NFTA.

After eight years of looking, we found ISTEA's Transportation Enhancements Program to be the

only source of funding to kick off this multimodal transportation and economic development

project that will make our community more self-sufficient and mobile. For projects such as this,

as well as bikeways, historic transportation endeavors, and all other eligible projects-these

investments that make so much difference to the health of our communities-you hear over ad

over that the Transportation Enhancements Program under ISTEA is the only revenue source.

These examples are testimony to the benefits already resulting from ISTEA programs, and the

potential of programs still being fine-tuned. This is not to say that there isn't room for

improvement.

One concern is that states and localities are not sufficiently taking advantage of the law's ability to

move money from traditional highway projects to alternative categories, like those available under

the Transportation Enhancements Program. Though highway construction will continue to

consume the major part of ISTEA funding, such projects must be undertaken only when they're

appropriate and the mode of choice. With time and education, we believe that states and

localities will increasingly shift funds to transportation options that are better able to meet the

law's goals of efficiency, environmental quality, and cost-effectiveness. Mass transit options are

especially conducive to this purpose. This law's ability to "flex'funds from one mode to another
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must be preserved, affording communities the opportunity to meet their unique, overall

The Inability to maximize flexible funding opportunities to date may be due to state laws that do
not conform to ISTEA, a casual response to the need for and benefits of state transportation
ehanc~memt projects, the lack of comparative analysis of projects across modal types, and
traditional attachment to road building and construction as a first choice in solving traffic and
cngestinproblems, even when it may not be the best choice.

Remember, we're only four years along in our effort to change the decades old way of
trasportation policy making. We are In the midst of Important changes for the better.

The tvwportation planning section of ISTEA is necessary to achieve truly comprehensive
transportation systems. Public input, local and state coordination, educated land use decisions,
ad long tem stiategic plans are vital components of any transportation policy to enhance livable,
more economically independent communities. While most of the planning guidelines are on the
right track, various improvement and refinements are needed in some cases.

L First, INVIk M and flnajkil are the keys to enabling each community to choose the
transportation system that best fits its unique needs. During a time of scarce resources, localities
should continue to get more leeway to experiment with innovative, cost-effective answers to their
transportation and mobility needs. After all, who knows better than the people who live there
whetha a community needs a highway versus mass transit, or whether a neighborhood needs
more sidewalks or bike paths. And the more the public participates In the planning stages of a
community transportation project, the more likely they are to use the project that results from
ther personal investment of time and ideas.

However, it's clear thet meaningful public participation Is still in Its infancy. The U.S.
epatmenm of Transpcvtation needs to bolster its technical assistance to groups so they can more

effcivdy intact in the policy process.

Second, oM-raMMn pm to ensure transportation system enhance the quality of life and last well
Iwo te itme continue to be an important objective of ISTEA. The law seeks this through the
coordination of services and plans put forth by state agencies and municipal planning

a (MPOs), charging tham with promoting integration, access, continuity, and choice in
the taportation structures.
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But coordination among states and metropolitan planning organizations (MPOs) has not been 100

percent. In some cases, this relationship has been lost, as states can breach the cooperative

planning process by forcing localities to accept certain National Highway System projects they

don't want or lose all the money projected for their areas. Additionally, the "ground up" way of

doing business promoted by ISTEA has not always bee accepted readily, especially by

centralized, highway-oriented state bureaucracies that are still devolving. In fact, the result of

new ideas overlapping old regulations has led to increased paperwork for many communities and

individuals applying for ISTEA monies. Perhaps the bast way to address this unintended

consequence is to remove the federal government from the design and engineering aspect of

transportation planning, letting communities handle these details. States and localities would still

state their general objective and follow broader federal guidelines, so there is a measure of

accountability for ISTEA funds, as well as a measure of the success of ISTEA programs.

We should not lose sight of the fact that the law ha made progress In moving states and localities

toward a more cooperative relationship. This relationship should continue to evolve under

reauthorization.

And finally, wise land use development should continue to be a goal of all involved in creating

"informed' transportation systems. Now, more then ever, when fiscal resources are scarce and

open spaces are dwindling, it is imperative that our nation and our localities make decisions about

the development of neighborhoods, commercial areas, rural areas, schools, and infrastructure-the

tie that binds them all. Urban sprawl has become the norm, and low-density development has

overtaken the landscape, imposing enormous and inefficient dollar and resource costs for water,

sewer, and power infrastructure. In the Western New York region, sprawl threatens the

effectiveness of agriculture, our largest industry. There have also been social costs: workers no

longer live near their work, shoppers no longer live near their shopping. We have headed down

the highway to the suburbs to experience the freedom of life on the open road, only to sit stalled

in traffic on our way to work.

Whenever possible, existing transportation facilities shculd be used, saving money on the cost of

building from scratch and reducing the need for raw materials and space. Materials should be

used and designs implemented that ensure transportation projects can be maintained for years to

come. When brand new projects are necessary, they should be executed in areas where they are

most appropriate, serving the most people in as efficient manner as possible.

Despite these minor problems that are to be expected with the implementation of any new law-

new responsibilities and demands on state and local officials, lack of federal guidance, delays in

regulations-ISTEA has accomplished many of its initial goals and has the potential to achieve

many more. Some groups and individuals still consider the "new thinking" under ISTEA to be a

threat, and would like to use the reauthorization process as a means to roll back the clock and

change ISTEA. Resist this threat. Players representing the spectrum of transportation interests
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worked long and bad to shape a balanced, responsible initiative, and any major changes to this
relatively new law could ups this delicate balance, hurting our people and communities.

Te AIA And STPP believe tha ISTEA has already done much to further a progresive national
tranqporatio policy, not the least of which has been to educate the public that "informed"
rMUn ta is a vital component of any healthy, self-sufficient community. I the law is
maintained and properly Implemented, tranportation concerns will be considered together with
economic development, housing, environment, and community design issues, not as unrelated

Mr. Chairman, thank you for this opportunity to express the AIA's views before the
Subcommittee today. We appreciate your continuing dedication to responsible transportation
policy, and your acknowledgment of its contribution to more livable connuties and a brighter
future for America.
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Thank You Mr. Chairman. My name is Zack Burkett. I am a highway contractor from Graham,
Texas. My father founded our company in 1958, so we have been involved with the highway
program almost since its inception. I am testifying on behalf of the Associated General
Contractors of America, which has a membership of 32,000 companies and 101 chapters
nationwide.

The topic of discussion today, the Surface Transportation Program, has been a difficult program
for the highway industry to wholeheartedly embrace. In our eyes, the federal-aid highway
program has a mission to fulfill-to unify the country. Our nation's highway system should
provide a system of roads to connect manufacturers with suppliers, wholesalers with retailers and
farmers with markets. Deviation from this goal keeps us from ever achieving it.

The Surface Transportation Program (STP) represents a significant deviation from the unifying
intent of the highway program, and it ignores our nation's staggering highway needs. In the
funding suballocation of STP funds, national goals are subordinated to local goals. In the

creation of the transportation enhancements program, local archeological, historic preservation
and land banking are made eligible for funding from a national user-fee financed highway
program that is grossly underfunded.

At all levels of government we invest $35 billion annually in highways. Even at that level, we

do not come close to meeting current highway needs. Simply maintaining our nation's highways
in their current deteriorated state would take an additional $20 billion annually. Improving the

system would require an additional $30 billion annually. The expanded eligibilities and local

focus of the STP ensure we will never meet current, let alone future highway needs.

In addition to this dilution of highway investment, the federal-aid highway program is being

assaulted on two fronts: the dwindling non-defense discretionary budget and defederalization
proponents.

We face a shrinking funding pie. Under current plans to balance the budget by the year 2002,

both Republican, and Democrats forecast spending less on transportation. In addition, the entire

highway program is being assaulted by interests who understand and support the national goals

of the highway program but find the federal mandates, restrictions and social agenda of the

highway program to be an abuse of federal authority.

Your colleague, Congressman John Kasich, recently announced his intention to work to nearly

eliminate the federal-ai! highway program. In announcing his intentions, Mr. Kasich said his

bill would give states the freedom from federal intrusion. In Mr. Kasich's words, "Washington

gives the money back with an almost endless array of red tape and restrictions on how it can be
used."

To give you an idea of what Mr. Kasich means, I have submitted with my testimony a copy of a

guest editorial in AGC's Constructor magazine from last year. The editorial, written by a
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contractor from Missouri, enumerated the litany of rules, regulations and requirements he had to
comply with when building a bridge. In summary, this contractor was governed by 15 federal
acts, 16 sections in six titles of the code of federal regulations, three executive orders and six
titles of the U.S. Code. He also had to fill out standard form LLL (disclosure of lobbying
activities), form PR-1319 (EEO report), form WH-347 (Certified payroll), and deal with and
meet the requirements of 12 different state and federal agencies, simply to construct a bridge.

It is not just the money that bothers the donor states, it is also the heavy-handedness with which
the fraction of their dollar is returned. The rules and regulations I referred to above often have
little to do with the actual bridge construction.

I

The restrictions placed on how states can use their funding create resentment and inefficiencies.
Many of these nontraditional programs have had very slow obligation rates. This has happened
because ISTEA has not been fully funded, and because states are forced to focus on meeting
current needs rather than establishing new ones.

This is not a simple design-bid-build program. It could be. It should be. But, it isn't and the
Surface Transportation Program has added to the confusion.

The Surface Transportation Program was billed as a simple block grant program to be used by
states for federal-aid highways (on and off the NHS) and transit capital expenditures. Under that
simple facade, we find ten percent set aside for safety construction activities, ten percent set aside

for transportation enhancements and suballocation of fifty percent to areas of the state based on

population rather than needs. This leaves states with thirty percent of the program in block grant

funds which the state can utilize to flexibly meet transportation needs. In Texas this year, that is

$81 million of our state's $273 million apportionment for the Surface Transportation Program.

This suballocation takes the national program out of the hands of the states and concentrates it in

the hands of urban areas that tend to devote their attention to local needs.

Even a simple block grant program gets complicated when you attach the federal requirements.
The combination of the suballocation of STP program funds and the increased importance of

metropolitan planning organizations has substantially altered the face of the federal-aid highway
program. While it has encouraged new players to get involved in national transportation
programs, it has done so at the expense of meeting national needs. Local priorities have been

given equal footing with national needs in many cases. While local needs may be compelling,

they should be kept in perspective. Rather than trying to have a national program that is all things

to all people, the program should focus on the national needs that can be serviced by this
program. National goals should be prioritized. Once they are achieved, the program should
address local needs and, even then, only if they positively impact national goals.

The STP's suballocation and ISTEA's planning requirements have created layers of bureaucracy

through which federal funds flow. The United States has 125 metropolitan areas with populations

over 200,000. In addition, there are 303 areas with populations between 50,000 and 200,000 that
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must have metropolitan planning organizations (MPOs). Texas has thirty-two MPOs: seven
areas over 200,000 and twenty-five areas between 50,000 and 200,000 in population.

I am not discounting the importance of transportation planning. What I am saying, is that in a
national program decisions should be made based on an objective national or statewide criteria,
not on local criteria. ISTEA funded transit and highways at the same federal share to equalize
decisionmaking criteria. Because of the suballocation of funds, decisionmaking for the largest
portion of the federal-aid program is slanted towards urban needs. In addition, the National
Highway System legislation gave an exalted status to the Transportation Enhancements Program
by granting enhancement projects categorical exemptions from the National Environmental
Policy Act of 1969 (NEPA), and by advancing enhancements funding to states instead of funding
them through reimbursement like the rest of the highway program. Enhancement projects enjoy
funding from the highway program, but they don't want to compete for it. Enhancements claim to
improve the environment, but do not want to comply with NEPA to prove it. I don't blame them.
Ohio DOT estimates that it takes about 8 years to build a highway. Wisconsin DOT estimates
that it takes about 44 months simply to complete the environmental impact statement on a
highway project.

I know I am biased, but highways are my business, and even more importantly--they make
every other business possible. It is our nation's reliance on transportation, particularly highway
transportation, that makes the federal-aid highway program important. Our economy rides on the
highways.

You are familiar with the statistics --- every billion invested in highway construction creates
42,000 jobs. The highway system has been the catalyst for our nation's economic expansion over
the last 50 years. Our nation's investment in highways has paid off six-to-one in increased
economic growth and productivity. As highway usage has increased at an astounding pace,
safety has kept pace through significant highway investment. But as we increase diversion of
funds from the highway program safety suffers. After years of gains, the fatality rate on our
nations highways has increased 5.6% from 1992 to 1995. During the same period, we flexed over
$2 billion from the highway program, set-aside over $1.5 billion for enhancements projects and
lost $26 billion in highway user fees that went to the general fund rather than the highway trust
fund.

Despite the achievements of the highway program, I don't think that many (if any) in this room
can say that our highway system is complete. The Interstate may be complete. However, your
designation of the National Highway System was recognition that the Interstate system did not
completely unify this country and that our highway system needs further development.

We have not yet reached a point where no road improvements are needed in Wisconsin, West
Virginia, Minnesota or Pennsylvania. Every one is not yet connected in the most efficient and
safest method possible. So, to the highway industry, the federal-aid program has not yet fulfilled
its mission.
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The highway program is a national program. Our highway network is extremely popular.
Vehicle-miles traveled (vmt) have tripled since the highway trust fund was established. Yet,
spending for improvements has decreased from $32.12 per 1,000 vmt in 1960 to $15.68 per
1,000 vmt in 1993 (48% decline in constant dollars). Current estimates forecast another 50%
growth in vmt over the next 14 years. Despite the popularity of this program and its importance
to the national economy, revenue diversion from the highway program has increased 577% over
the last 10 years.

Groups here today would have you believe that trips up to three miles in length are suited for
walking or biking. Try that during the work day, ir the heat of Washington or Texas, or in the
winter, or even in the rain. While these programs may be popular, they are not practical and
reliable enough to be a substitute for our existing network of roads and bridges. That is part of
the reason the enhancements program has been slow to spend out.

With ISTEA, new eligibilities were created and new people were brought into the program.
Layers of local bureaucracies were created to micro-manage this national program. Many people
say the old highway program leveraged funding for construction---ISTEA leverages people.

The federal-aid highway program should be designed to meet national needs. Once it has
satisfied our national needs, we should consider redirecting it to pursue other endeavors.
However, the program has not satisfied our national highway needs, our documented road and
bridge needs are staggering. Efforts to balance the budget make higher funding levels unlikely
without a significant change in prioritization such as taking the trust funds off budget. We need a
streamlined federal system that focuses on national needs. It should allow states to prioritize
investments based on national needs and should not be driven by local agendas.

In next year's reauthorization of the highway program, please focus on the national priorities,
fund them to the greatest extent possible, and try not to dilute the positive impact the federal-aid
highway program has had on our nation's economy and standard of living.
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THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
1957 E Stret, N.W. * Washington, DLC. 20O06 * (202) 393-2O40 * FAX (202) 347-4O04

LEE WRAY RUSSELL. Pmaujdfni I. HOWARD MOCK, Senior e Prakdent PETER K.W. WE~r. We hak pa

PETER It WICK. JR.. 7hmmrv THORNE AUCHTER, &wauliv We Pi'eldmnt

November 15, 1996

The Honorable Thomas Petri
Chairman
Subcommittee on Surface Transportation
2165 Raybur Home Office Building
Washington, D.C 20515

Dear Chairman Petri:

This letter is in response to a question posed to me during your Subcommittee's hearing
on July 25,1996. The question from Mr. Geren was,"How much money is the Texas
Department of Transpoftaon spending on projects that would not have been eligible for federal-
aid highway funds prior to the enactment of ISTEA?"

According to the enclosed letter from the Texas Department of Transportation, Texas has
been forced to use virtually all of the funding apportioned to the Transportation Enhancements
Program and the Congestion Mitigatiou and Air Quality Program, a total of about $730 million
over the life of ISTEA, for items that would not have been eligible for federal-aid highway
funding pior to the enactment of ISTEA.

While Texas was forced to se this money in new areas, the state has been able to address
only pximately 40% of cwren highway and bridge funding needs. Texas' needs are
probably not unique, with 26% of our roads in poor and mediocre condition and 25% of our
bridges rated deficient. Forcing the state to spend $730 million dollars on historic pevafio or
some other federally mandated prioty does nothing but limit the effectiveness of the nation's
highway program in our state.

I hope that this answers Mr. Gemen's question. Please contact me if there is anything
further I need to submit to fully answer Mr. Geren's question.

Sincerely,

Zack Burkett, III
Highway Division Chairman

THE FULL. SERVICE CONSTRUCTION ASSOCIATION FOR FULL SERVICE MEMBERS
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Texas Department of Transportation
DEWITT C. GREER STATE HIGIMY SLOG. e 125 E. 111TH STREET .AUSTIN. TEXAS 78701.2483. (512)463858

October 25, 1996

Mr. Zack Burkett, III
President
Zack Burkett Co.
P. 0. Box 40
Graham, Texas 76450

Dear Mr. Burkett:

Reference your letter of October 8, 1996, requesting specific funding information about ISTEA
legislation. As you know, the legislation earmarked many federal apportionments into three
categories: (I) Flexible - which can be used without restrictions on any road functionally classified
from Interstate through urban or rural major collector; (2) Areas over 200.000 - which can be
used as above but only in areas of populations over 200,000 with the appropriate Metropolitan
Planning Organization (MPO) choosing the projects and TxDOT concurrence; and (3) Areas les
than 200,.000 - which can be used as above in areas of populations under 200,000 with TxDOT
selecting projects and MPO concurrence, if applicable. These set asides occur in the following
federal apportionments: Minimum Allocation, Donor State Bonus, Hold Harmless. 90/0
Payment Adjustment, and Interstate Reimbursement.

The STP apportionment is divided into the above mentioned three categories, but not before 10%
of the STP apportionment has been set aside for safety and 10% for transportation
enhancements. The majority of these set asides allow us to utilize these funds for traditional
highway projects, as well as, giving the flexibility to use them in other areas. The transportation
enhancement apportionment, however, must be used for non-traditional highway pr.,jects, such
as, pedestrian and bicycle facilities, acquisition of scenic easements and scenic or historic sites,
historic preservation, rehabilitation and operation of historic transportation buildings, etc.

Another category that introduced non-traditional highway projects is the Congestion Mitigation
and Air Quality Improvement Program (CMAQ). These funds are to be used to implement
programs and projects that have documented emissions reductions associated with them in non-
attainment areas Projects using these funds must be approved by the Federal Highway
Administration and the Environmental Protection Agency. Projects suchas the construction of
high occupancy vehicle lanes and modification of traffic signal systems are examples of traditional
highway projects which can be done with this category of funding, Some examples of non-
traditional highway work in this area would be developing and establishing management systems
for traffic congestion, capital and operating costs for traffic monitoring, management and control
facilities, conversion of vehicles to use alternate fuels, and traffic congestion management
systems. We estimate at least 25% of the CMAQ funds are used for non-traditional type work.

An Equal Opportunity Emptoyer
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Mr. Zack Burkett, 111 -2- October 25, 1996

We believe that the Enhancement and CMAQ categories are areas used to fund projects that
would not have been chosen prior to ISTEA Apportionments for the Enhancement and CMAQ
categories total $730.83 million (14.9% of'total federal apportionments). The following is a
breakdown of the total funds provided in these categories by fiscal year ($ in millions):

Fiscal Yr 1992 1993 1994 1995 1996 1997

Trans. Enh. $25.89 $31.12 $30.28 $30.28 $30.76 $31.12
CMAQ $80.40 $98.10 $95.37 $96.73 $83.46 $97.32

Present estimates indicate that our existing funding level, which includes both State and Federal
funds, addresses approximately 40% of current highway and bridge funding needs. At this level,
maintaining the current system is difficult.

I hope that the above information answers the concerns addressed in your letter. If you have any
questions, please do not hesitate to call.

"7

7Si 
ly

Em .G .in e tt, 
.e

Executive Director
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Its mission is a transportation system for the nation that balances mobility,
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public sector association that represents all transportation modes - air,
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Mr. Chairman, my name is William 0. Burnett. I am President of the
American Association of State Highway and Transportation Officials (AASHTO),
and Executive Director of the Texas Department of Transportation.
Accompanying me today is Charles Thompson, Secretary of the Wisconsin
Department of Transportation.

On behalf of AASHTO we are pleased to accept your invitation to testify
on issues related to the Surface Transportation Program (STP) as part of the
reauthorization of the Intermodal Surface Transportation Efficiency Act
(ISTEA).

The material that we are presenting is based on the "AASHTO
Transportation Policy Book - June, 19960 and the AASHTO reauthorization
documents.

On April 29, 1996 the AASHTO Board of Directors approved two additional
documents as part of its reauthorization activities. The first of these is
titled Transportation for a Competitive America, and provides a broad-based
discussion of the work that AASHTO has completed through its Reauthorization
Steering Comsittee. The second is the Bottom Line.II report, which discusses
transportation investment needs for the period 1998-2002. These two reports
are attached for your consideration. At the AASHTO Annual Meeting in October,
1995, the AASHTO Board of Directors approved five reports dealing with
federalism, planning, environmental, research" and finance issues. Copies of
the October reports have been provided to the Subcomittee. The major
recommendations of each of these reports are incorporated into the
Transportation for a Comnetitive America document.

These reports contain four key recommendations:

* The maintenance needs of the nations's highways and transit systems
outstrip the funds currently available. The 4.3 cents per gallon in
user taxes collected from motorists should be deposited in the Highway
Trust Fund and be spent on system maintenance, rather than diverted to
the General Fund.

* State and local governments should be given more flexibility in
determining how, when, and where transportation resources are spent, to
maximize the benefit to mobility, safety, and the environment.

* Many of the key concepts of ISTEA, such as state and local
cooperation, intermodal planning, and public participation, should be
retained.

* Burdensome and unnecessary provisions imposed by ISTEA and earlier
laws should be eliminated or reduced. The Nationdl Highway System
Designation Act was a first, and major, step in this direction.
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Overall Structure of the STP rorr

AASHTO believes that under the Surface Transportation Program, federal
requirements and standards should be eliminated for project development
procedures, design standards, environmental assessment, disadvantaged business
enterprises and other mandates. In such areas, state and local requirements
should govern. A significant amount of flexibility needs to be provided to
allow for a wide.range of projects that do not conform to the more specific
program categories of past surface transportation legislation.

Flexibility

AASHTO recommends that federal legislation and regulations be made more
flexible and less prescriptive. Transportation demands vary dramatically from
state to state, and even within a state. States with large manufacturing
centers and heavily populated urban areas, for example, have different needs
than states whose economies depend on tourism. Snowbelt states have different
needs than those in more temperate climates, and rural America's needs differ
from the needs of urban areas. Consequently, federal transportation
legislation and regulations need to provide the flexibility to deal with a
variety of situations around the country. A "one size fits all" approach will
not work.

An effective and efficient intermodal transportation program requires
flexibility. Flexibility allows for:

1. Transportation plans and programs which encourage the effective use
of existing highway and transportation facilities and encourage the
selection of the best mode or combination of modes to provide necessary
services;

2. National transportation programs that are flexible enough to permit
individual states and localities to best serve their needs;

3. Improved uie and integration of existing systems through better
facility and service management; and

4. Coordination and effective planning of all transportation systems,
including information and communication technology . to support multiple
transportation options for the workforce of the future, involving
flexible transportation services dedicated to providing the adequate and
responsive transportation of people, goods, services, and information in
the changing national and global economy.

AASHTO recommends that greater flexibility should also be extended to
the states in their use of federal-aid funds, including: increasing the
percentage of funds that can be transferred among categories, allowing
transfers among additional programs, and consolidating federal programs.

2

37-734 97 - 32
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Suballocation/Set - as ide s/Eancement s

AASHTO policy as described in the 'Transportation Planning Issues"
chapter of the Transportation for a Comoetitive America recommends that set-
sides and suballocations be reduced.

Sections 23 USC 133 (d)(1) and (2) mandates set-asides in the Surface
Transportation Program .for safety and enhancement projects. The STP set-
asides of 10 percent to the Safety program and 10 percent to the Enhancement
program create a state burden, limit flexibility, and are contrary to ISTEA's
goal to reduce funding categories. Set-asides disrupt the state's budget
processes and the planning process envisioned in ISTEA. These activities
should be "eligible activities" for STP funds, but not subject to a set-aside
percentage.

The Surface Transportation Program contains a penalty provision which
prescribes that failure to comply with all STP provisions, including set-
asides, subjects states to withholding of STP apportionments. AASHTO
recommends repeal of this penalty provision included in 23 USC 133.

The promise of the ISTEA legislation was to provide increased
flexibility in funding transportation programs. Much of this flexibility in
reality does not exist because of suballocations in the Surface Transportation
Program, which has led to an increase in the number of major funding
categories rather than the anticipated reduction. AASHTO recomends that at a
minimum, Congress resist any efforts to add additional funding categories to
the ISTEA.

With regard to enhancement projects, they are usually small cost
projects that are subject to the same regulations as multi-million dollar
projects. AASHTO recommends that the states be allowed to administer the
enhancement projects as grants, and that these Frojects should not be subject
to all of the Title 23 restrictions.

AASHTO believes that the additional requirements for Metropolitan
Planning Organizations (KPOs) designated as Transportation Management Areas
(TMAs) are burdensome, costly and not always achievable by the smaller
)POtTHAs. Section 23 USC 134(1)(1) defines TKAs as -irbanized areas over
200,000 in population which the Secretary must designate at a TKA. This
designation establishes additional authority, responsibilities, and
requirements upon those areas in performing planning functions. Congestion
Management Systems are also required to be developed by ThAs, many of which
have limited technical and resource ability to perform, especially in smaller
TKAs.

AASHTO recommends that the population threshold for TMA be increased
from 200,000 to 1,000,000.
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Congestion Mitigation & Air Oualitv

The Congestion Mitigation and Air Quality (CHAQ) Iraprovement Program

limits states' discretion in tailoring transportation investments to meet the

needs of its businesses and citizens. As currently designed, a set-aside CMAQ
program predetermines the appropriate level of investment in eligible
projects. Moreover, CMAQ encompasses a host of regulations and requirements
that constrain the states' ability to meet the specific transportation needs
and priorities of their transportation and air quality plans. This means that
many CMAQ projects have a marginal impact on air quality and mayor may not
have significant impact on reducing congestion.

Analysis

The primary focus of the CMAQ program is to provide funding for
transportation-related programs that improve air quality and reduce congestion
in the air quality non-attainment areas. Although the intent of CMAQ is to
provide flexible funding for projects and programs that can enhance alternate
forms of transportation, this flexibility has not been actualized. There is a
need to broaden the areas where CMAQ can be spent. The priorities should be
established both on the basis of the severity of the air problem and the
ability of transportation dollars to actually improve the problems. Key
issues include:

o Barriers or Constraints to Effective Program Implementation

o Need for Small Project Administration Procedures

0 Use Transportation Funds to Develop a Long-Term Air Quality
Strategy

0 Need for the Evaluation of Distribution of Air Quality Related
Funds

Recommendation

0 Encourage states and MPOs to prioritize the investment of funds
within their comprehensive planning and programming processes, to

ensure the best use of available resources. This is preferable to
assuming a pre-determined funding level for CMAQ-type projects.
Encourage investment in cost-effective projects that improve air
quality and reduce congestion, through improved flexibility. To
accomplish these goals, the following actions are recommended:

0 Broaden CMAQ eligibility to include the construction of new
capacity for single occupant vehicles to allow the program to
address congestion mitigation as well as air quality.
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o Revise the CXAQ program to reflect air quality realities:
many areas are moving into attainment,
it costs less in operational assistance to maintain air
quality standards than to implement the measures needed to
reach attainment,
if an area does not make a good faith effort to reach
attainment, states should be able to transfer pro-rata share
of funds to STP.

" Provide the flexibility necessary to make the program work:
classify projects as exempt that provide a positive air
quality benefit and allow them to proceed even if sanctions
are imposed,

- simplify the administrative processes for small non-
infrastructure projects,

- allow CMAQ funds to be used on the planning phase of
projects.

We look forward to working with the Committee to discuss these and other
reauthorization issues and stand ready to provide information which would be
of assistance to the Committee as it moves forward in the legislative process.
Executive Director Francis B. Francois and the AASHTO Staff are available to
respond to any further requests from the Committee.

Mr. Chairman, this concludes our remarks. Thank you for the invitation
to present our views, and we will be pleased to respond to questions now, or
in writing later.
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Mr. Chairman and Members of the Subcommittee, thank you for the invitation to
appear today. My name is Sarah Campbell, and I am a member of the Board of
Directors of-the-SLi ;ace Transportation.Policy-Project,_a .non-profit coalition of over 175
organizations whose mission is to ensure that transportation investments serve
people and communities. Our members are national and local public interest groups
concerned with the environment, energy conservation, the economy and social
issues. They represent constituencies as diverse as the elderly, historic
preservationists, transportation workers, citizen groups and downtown business
interests. We are united in the belief that balanced investment in surface
transportation can strengthen the economy, protect the environment, help improve
communities and meet important social goals.

In addition to my remarks today about the intent and the direction of the surface
transportation program, I would like to announce that today, in conjunction with the
U.S Conference of Mayors and the National League of Cities, we are releasing a
report entitled Getting A Fair Share, which tracks ISTEA funding for projects in
metropolitan areas and of concern to local governments in metropolitan and rural
areas. This report's conclusions are summarized later in my testimony.

I. The Structure of the Surface Transportation Program

Our coalition sees the Surface Transportation Program as the direct expression of
many of ISTEA's most important ideas:

- an openness to alternative modes of transportation,

- broad flexibility to tailor spending to local circumstances,
- limited but important targeting of funds to specific federal priorities, and
- a new focus on metropolitan economies and their transportation systems.

Although we will recommend specific refinements to this program later this year, I
want to be clear that we are enthusiastic about the program and hope the Committee
will reauthorize it next year.

This program is the part of ISTEA that embodies one of the law's great advances --
broad flexibility in the use of federal transportation funds. Almost half of ISTEA's
money is flexible, and the core of this is the Surface Transportation Program.
Although STP funds make up less than 20 percent of ISTEA's highway account
authorizations, the fact that some funds from other categories are treated as STP
funds - most notably minimum allocation, donor state bonus and interstate
reimbursement -- makes the effective size of the program much larger.
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Perhaps ISTEA's effect on transportation policy is best measured by changing ideas

about flexibility.-.In .1991, the idea that federal funds-would not be proscribed for

specific uses was a significant departure from traditional practice, and as ISTEA

supporters we spent a lot of time defending it as a legitimate way of pursuing federal

policy goals. In 1996, the situation seems to be reversed. Federal funding for

transportation is now challenged for not being flexible enough; it is even argued that it

is not proper for the federal government to target any funds towards specific

purposes. In this debate our position is very similar to what is was in 1991: the

federal government should offer states and localities significant flexibility in how to

solve problems, but it has both the right and the responsibility to target funds to

activities of particular national interest and to spur innovation. A good balance of

targeting and flexibility assures that national objectives are pursued without ignoring

local priorities or innovations.

In addition, this program is the only part of ISTEA that provides targeted resources to

metropolitan areas. When the federal government loosens the strictures on the

money it provides, it needs to assure that the distribution of these funds is equitable.

ISTEA took several steps in that direction. Most obvious were the various efforts to

improve the standing of the donor states, but no less significant was its targeting of

funds to metropolitan areas. Transportation investment is often more difficult and

time-consuming in these areas; the temptation arises to simply more money

elsewhere and underfund metropolitan needs, and I will be presenting some data on

this in a few moments. The amount of money ISTEA assured these areas is not large

- about one-fifth of STP funds, or 4 percent of ISTEA's total funding -- but the

message is important. Our metropolitan economies are the engines that drive

national economic performance, and we ignore their needs at our peril.

The Surface Transportation Program also targets funding to transportation

enhancement activities -- 10 percent of the Surface Transportation program, or just

about 2 percent of highway authorizations. This program has generated particular

controversy, and several of the other witnesses on this panel will focus their remarks

directly on it and its value to the country.

From our perspective, the Enhancements program has been one of the most

successful pieces of ISTEA for several reasons. It has taken a relatively small

amount of money and provided it to a large number of projects in communities all over

the country that never got much from thi federal program. Indeed, many saw the



990

traditional federal program as doing them more harm than good. Now they are
seeing the value of federal involvement in transportation. The program has worked
because-it-acknowledges-something we have known for-along time - that the
interface between transportation facilities, communities and the natural environment
can be a troubled one. Targeted funding for enhancements was a recognition of both
the need to improve these relationships and the enthusiasm that projects to bridge
these gaps can generate.

In addition, the enhancements program has gotten transportation professionals to
involve the public in a positive rather than an adversarial way - a valuable
achievement no matter what your point of view. It has also given the transportation
agencies new experience in designing projects specifically for the place they will
inhabit instead of just taking standardized designs out of a book. I think it is fair to say
that this program was not well-loved by many of those who were asked to implement
it in 1991, but it is also true that much of this skepticism has given way to respect for
the program's goals and, most importantly, its results. Not everyone is a believer, but
I think you will find that the list of coverts is longer than you might expect. Our long
term goal is for the projects funded by the enhancements program to make their way
through the system on their own merits without guaranteed funding, but we do not feel
this is possible yet. Accordingly, we support a guaranteed minimum share of federal
funds for transportation enhancement activities.

The Surface Transportation Program is also the portion of ISTEA that directly targets
federal resources toward transportation safety. Although we may disagree in
some areas, STPP, the American Highway Users Alliance, AASHTO and USDOT have
all identified safety as a matter of compelling federal interest. We believe that this
means federal resources should be targeted to safety projects. We are examining
this program and the projects it funds to determine if improvements are needed, and
will be making recommendations shortly. For example, preliminary data indicate that
although 17 percent of transportation fatalities involve bicyclists and pedestrians,
nowhere near this portion of funding is being used to make bicycle and pedestrian
travel safer.

II. Implementation of the Surface Transportation Program

To provide a better understanding of how the Surface Transportation Program is
working, I would like to present data from three different sources - our report Getting
A Fair Share, which uses Federal Highway Administration data to track the
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expenditure of federal money geographically, a Federal Highway Administration

memorandum regarding the use of STP's targeted metropolitan funding, and analysis

of the enhancements program by the Rails-to-Trails-Conservancy.

Getting A Fair Share

We have spent considerable time over the last two years tracking the expenditure of

ISTEA funds to see how they correspond to the country's population distribution. The

results are in, and they show significant inequity in the use of federal transportation

funds. As Figure 1 in my testimony shows, expenditures of highway account funds in

FY1995 averaged just over $72 per person for the entire country. In what the Census

Bureau defines as "urbanized areas" -- communities with population of 50,000 or

more -- spending was significantly lower, at roughly $54 per person. Spending in

rural areas was about $98 per person, and in what are rather confusingly called "non-

urbanized areas" - cities and towns with more than 5000 people but less than 50,000

-- was over $115 per person. (We had hoped to analyze all five years of ISTEA funds,

but gaps in data reporting in ISTEA's early years made this impossible.) If these

numbers are recalculated without the Interstate Construction Program, which was the

least flexible "STA program in FY 95, they change slightly: the per capita figures for

urbanizcc, non-urb,,nized, and rural areas are $50.53, $110.43, and $97.18,

respectively.

Figure 1
Per Capita ISTEA Spending by Area for FY 95
(includes 50 states, Washington, DC and Puerto Rico)

54.25 115.11 98.81

120 _
188 -

88 $12.84

$ 68 -
(all US)

40

Urbanized Non-Urbanized Rural

Source: Data were collected by state DOTs and reported to the Federal Highway Administration's
Financial Management Information System. Geographic areas are defined using FHWA
and Census Bureau methodology. Analysis performed by STPP.

To express this disparity in a manner more commonly used in the funding equity

debate, we analyzed the donor or donee status for each class of community, that is,

how much was paid into the highway trust fund and how much gotten back. The

resulting conclusions should not yet be considered authoritative due to the
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complexities of attributing gas tax receipts by region. Nevertheless, they are
instructive even in rough form. As Figure 2 shows, in FY 1995 rural areas received
just over one.dollar-back for-each dollar they-contributed--"non-urbanized" areas -
medium-sized towns and suburban jurisdictions mostly on the outer fringe of cities
and their larger suburbs -got back about $2.05 for each one they-put-in;-and - -
"urbanized" cities and larger suburbs got back about 85 cents for each dollar
contributed. Although we have confidence in these numbers as rough estimates, a
greater effort should be made to develop better gas tax contribution figures.

Figure 2
Return on Contributions to the Highway Account, FY 1995

Share of ISTEA Share of Gas Tax Return on
Class of Area Funds Received Contributions Investment
Urbanized 46.66% 54.62% 0.85 to 1
Non-Urbanized 14.01% 6.85% 2.05 to 1
Rural 39.33% 38.53% 1.02 to 1

Source: FHWA's Financial Management Information System provided expenditure data.
Gas tax contributions were estimated using Highway Statistics Table VM-1 and Table
HM-71.

As a multi-regional coalition, STPP does not take a position on the distribution of
federal funds among the states. But if the question of who pays for the program and
who benefits is a valid one for states, it is equally valid for metropolitan areas. Our
analysis shows that residents of larger cities and their principle suburbs are paying
more than they get back, and that the magnitude of their donor status is on par with
that of the donor states. We feel that this data supports the decision made in 1991 to
target some funds specifically to these urbanized areas, and that if anything, ISTEA's
move in this direction was not large enough.

We have conducted similar analyses for ISTEA's individual programs. The proportion
of the Surface Transportation Program spent in urbanized areas is low (37%),
compared to the share of urbanized area population (64% of US) and relative to other
major ISTEA funding programs, such as the National Highway System (48%),
Interstate Maintenance (47%), and ISTEA as a whole (46%). This also indicates that
improvements need to be incorporated into the STP Program when ISTEA is
reauthorized.
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Transportation Enhancements - Most States Are Making The Program Work

Data collected by-the Rails-to-Trails Conservancy shows that,-contrary to dire

predictions, transportation enhancement money is on the whole being spent

efficiently and responsibly. Over half of the money obligated so far has gbne to

providing transportation infrastructure for those who chose to reach their destinations

by walking or by bicycle. And although it is true that there have been significant

implementation problems in some states, that is by no means true for all states. In

places where the state and local authorities have committed to making the program

work, it has worked. The many good transportation enhancement programs around

the country assure that funds go to projects that have a strong functional relationship

to transportation, significant community support, and demonstrable community

benefits.

On average, 77 percent of the funds provided for this program have been

programmed to date, but some states - Pennsylvania, Oregon, Virginia, Georgia and

New York - have managed to program all the funds they have received and even

more. The streamlining provisions contained in the NHS bill enacted last year by this

Committee were a good step toward resolving some implementation problems and

we hope to recommend other steps in the months to come. Nevertheless, it must be

pointed out that many states have been able to work through their initial

implementation problems and now have successful, popular programs, with high

rates for both the programming and obligation of funds and a long list of exemplary

projects.

At this point I would like to place in the record a brochure from the recently concluded

conference "Transportation Enhancements: Better Transportation, Better

Communities" held six weeks ago and sponsored by the Federal Highway

Administration, AASHTO, the Rails-to-Trails Conservancy, STPP and several other

groups. It contains a summary of 25 transportation enhancement projects that

represent the benefits of this program for transportation and for communities, the

broad support these project enjoy from a wide range of stakeholders, and the

potential the program has to get even better in the years ahead.

Targeted Metropolitan Area Funds -- Spending Is Being Delayed

One of the reasons that the needs of metropolitan areas have been underfunded is

the slower rate at which states are spending the funds that are directed to these
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areas. According to an April, 1996 memo from FHWA's Executive Director, the
obligation of ISTEA's metropolitan funds has been slower than for other programs
even though ISTEA requires these funds to be spent at the-same rate as other funds
over the life of the bill. If the Chairman will allow, I would like to introduce into the
hearing record a copy of this memo, which is attached to my testimony. As-the table
contained in the memo's Attachment 1 shows, as of February 26, 1996, 81.58 percent
of ISTEA's metropolitan funds have been obligated to projects, while 95.92 percent of
all ISTEA funds have been obligated. This represents a shortfall of nearly $900
million, and 36 states will have to significantly accelerate the expenditure of these
funds in the next 16 months if they are to comply with ISTEA's requirements.

Ill. Potential Improvements to the Surface Transportation Program

I hope the members of the Committee will not interpret my remarks to mean that we
do not see room for improvement in this program. We certainly do. The area in which
most improvement is needed is implementation of the program. As previously
pointed out, many states have been slow to program and obligate transportation
enhancement funds. We think this can improve, and that the Committee should look
into determining how best to do so.

Both of these situations can be seen as parts of a larger and more basic problem
with the implementation of this program, which is its basic intent. As those members
of the subcommittee who were here in 1991 will recall, the Surface Transportation
Program was the centerpiece of a new process for decision making created by ISTEA.
Instead of having all federal funds divided into categories with strict eligibility rules of
one sort or another, ISTEA set up a system where there was guaranteed funding for
certain categories of projects -- for interstate maintenance, bridges, enhancements,
the NHS, air quality - but the largest share of the federal money was flexible. ISTEA
states that a dialogue should ensue at the state and local level over how to use this
flexible money. The flexible funds no longer "belonged" to any one player in the
debate or mode of transportation; they were subject to a full and open debate.

The reality has been somewhat different. In most states, the enhancement and
CMAQ programs have provided the only money that is in any sense "up for grabs," and
STP funds have been subject to very little meaningful back-and-forth and have gone
almost entirely to traditional road maintenance and expansion projects, as if ISTEA
never happened. If we have one priority for this program in the coming
reauthorization, it is to implement the original vision of ISTEA, where the flexible funds
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provided by the federal government spur a robust, multi-party debate over the costs

and benefits of different transportation modes.

Mr. Chairman, thank you again for your attention and courtesy. I am happy to answer

any questions you or other members of the subcommittee may have.
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Good morning, Mr. Chairman and members of the subcommittee. I am Bill Fay,

President and CEO of the American Highway Users Alliance. The Highway Users represents a

broad cross-section of businesses and individuals wlho rely on good highways to carry them and

their customers, employees, and products to their dca:rnation safely and on time. We appreciate

this opportunity to testify during the subcommittee's review of the Surface Transportation

Program created in the Intermodal Surface Transportation Efficiency Act (ISTEA).

There are three principal elements of my testimony. First, I will outline the streamlined

Surface Transportation Program (STP) which The Highway Users' recommends for inclusion in

reauthorization legislation next year. Second, I will describe the factors upon which our

recommendations are based. Finally, I will review the concerns we have with the STP program

as it is currently structured.

REAUTHORIZATION OF STIP

The Highway Users recommends that Congress include a streamlined STP program in

next year's surface transportation bill. Under the reauthorized program, STP funds should be

available for use on currently eligible highway, bridge and safety projects; highway-related

activities required by the Clean Air Act; research and planning activities; and mass transit capital

projects. Current federal set-asides in the STP account, such as the funds reserved for

"transportation enhancement activities," should be eliminated so that all STP funds are available

for use on any eligible project at the discretion of state and local officials. The STP program

should be funded at not more than 15 percent of the total highway program.

In a nutshell, those are our recommendations for a reauthorized STP program. Now, let

me discuss the considerations upon which those recommendations are based.

FEDERAL ROLE IN SURFACE TRANSPORTATION

This subcommittee began its reauthorization hearings by asking, "What is the appropriate

federal role in surface transportation?" That is exactly the right first question. And any

reauthorized STP program, like all other elements of the federal highway program, should serve

clearly defined federal interests and be consistent with the appropriate federal role in

transportation.

As I indicated in previous testimony before this subcommittee, The Highway Users

believes there are clear national interests at stake in surface transportation. The nation's

economy, our national defense, and an important element of our individual freedom - all depend

on a network of safe, efficient highways connecting the country from coast-to-coast and border-

to-border. Without such a highway network, many U.S. businesses would be unable to compete

in national and international marketplaces, military readiness would be put at grave risk because

of the inability to mobilize quickly, and the ability of individual Americans to travel where they

want, when they want, would be severely hampered.
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Stated another way, a strong federal role in the development and maintenance of
highways is essential to support economic growth, protect our freedom, and sustain our quality
of life. Few other federal programs are justified by such a sweeping national impact.

Yet, it seems equally clear that the national economic and defense interests that justify a
federal program focused on interstate travel do not necessarily justify a federal program that
supports projects of purely local interest. For instance, it is difficult to identify the national
economic or defense interest served by construction of a scenic pedestrian pathway in a small
community with little, if any, highway congestion and few, if any, pedestrian commuters. But
today, Surface Transportation Program funds -- federal taxes paid by highway users - can be
used for just that purpose. In fact, I have a theory that one of the reasons some donor states are
trying to diminish the federal role in highways is that the federal program has lost sight of true
national priorities.

For that reason, it is important that Congress identify the national interests in surface
transportation and target federal funds to meet those interests.

The Hifhw a Users Pogram Recommendatio

The Highway Users began developing its own recommendations for reauthorization last
year. Bearing in mind two overriding national goals of improved interstate mobility and safer
travel, we recommend a simplified highway program, targeting federal funds toward five
program accounts. They are:

The National Highway System (NHS) - the NHS constitutes only 4 percent of the
nation's road mileage, but it carries 40 percent of all traffic and 75 percent of commercial
truck travel. The Federal Highway Administration estimates that the nation would need
to invest over $18 billion annually just to maintain current conditions on NHS highways
and $24 billion annually to improve them. Yet, the current federal highway program
provides only $6.5 billion per year for NHS improvements.

Bridges -- both on and off the NHS, bridges are high-cost, critical links in our nationwide
highway network. FHWA says the nation would need to spend $5.1 billion annually to
maintain current bridge conditions; $8.9 billion to improve them. The current federal
highway program provides only $2.8 billion per year for bridge work.

Safety -- over 40,000 Americans are killed each year in highway accidents, and the total
has increased during each of the last three years. The federal government currently
invests approximately $700 million annually in highway safety programs. As Americans
continue to travel more miles than ever by highway, we must focus more attention and
resources on safety improvements. It's a nationwide challenge requiring a greater
financial commitment of the federal government.
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Research and Development (R&D) -- the federal government currently invests
approximately $400 million annually in R&D activities to develop new technologies,
construction materials, and construction techniques that will ease congestion, make travel
safer, and prolong the useable life of roads and bridges. By providing up-front financing,
coordinating research activities at sites around the country, and transferring information
and technologies among interested parties in the public and private sectors, FHWA
programs reduce the cost and enhance the benefits of the nation's highway-related R&D
activities.

Roads on Federal Lands -- the federal highway program provides approximately $500
million per year for improvements to roads on federal lands, such as national parks. This
program is essential to provide public access to such areas, and it should be continued.

By targeting at least 85 percent offederal highway funds in the above five program
accounts, we believe Congress would significantly improve both safety and interstate mobility.

Interstate Stud Highlights Benefits Of Targeted Funding

Mr. Chairman, the importance of targeting highway user fees toward national
transportation priorities is nowhere better illustrated than in a review of the ber.efits attributable
to the construction and use of our Interstate Highway System. As you and the other members of
this subcommittee are aware, June 29 marked the 40th anniversary of the Interstate System.
Forty years ago that day, President Eisenhower signed legislation that changed a nation forever.

The advent of the Interstate System enriched the quality of life for virtually every
American by making travel and the movement of freight easier, safer, and less expensive. Thus,
it brought new job, housing, and educational opportunities to many, particularly lower income
and rural Americans. It made American products more competitive in domestic and international
markets by reducing transportation costs. It improved our national security by making possible
the quick, efficient mobilization of military personnel and equipment. And perhaps most
important, it reduced highway accidents, saving thousands of lives and preventing millions of
injuries.

Last week at a press conference with Chairman Shuster and Congressman Oberstar, I
released a study of the benefits of the Interstate System, entitled "The Best Investment A Nation
Ever Made." A copy of the study, including state-by-state charts on the safety and economic
benefits of the Interstate System, was delivered to each of your offices last week, and I would be
happy to make additional copies available to subcommittee members.

By analyzing accident, fatality, and injury rates on non-Interstate quality highways and
adjusting them to reflect the greater traffic volumes found on Interstate roads, authors Wendell
Cox and Jean Love were able to estimate the safety benefits of the Interstate System. They found
that over 40 years, use of the Interstate System has saved at least 187,000 lives and prevented
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nearly 12 million injuries. In addition, the authors estimate that the Interstate System has
returned more than $6 in economic productivity for every $1 spent on its construction.

A higher quality of life for virtually every American, a stronger economy with more job
opportunities, greater national security, and improved safety for the traveling public - those are
the benefits directly attributable to a highway program in which, for forty years, taxes collected
from highway users were targeted toward projects that met clear national priorities. That is why
we believe most highway funds should be targeted in just five program areas -- the NHS, bridges,
safety, R&D, and roads on federal lands -- in the reauthorization legislation.

We recognize that some amount of federal highway funds must be made available to help
state and local officials meet important transportation priorities that don't fit neatly into one of
the five "national" categories listed above. For that reason, we recommend continuation of the
STP program, funded at not more than 15 percent of the total highway program and streamlined
to eliminate the current set-asides for safety (funded separately, under our proposal) and
"transportation enhancement activities."

STP in ISTEA

Our recommendations for the reauthorized STP program are based on two principal
concerns about the program as currently structured. First, it is difficult to identify a clear
national interest in many of the projects currently eligible for STP funds. Second, the set-aside
for transportation enhancement activities (TEA) forces state and local officials to expend federal
highway funds on projects that often have little bearing on the safe and efficient movement of
goods and people. I will review each of these concerns in greater detail.

STP Projects and the Federal Interest

Under the provisions of ISTEA, state and local officials may use STP funds on any of the
following projects and programs:

• Wetlands protection or reconstruction
* Development and implementation of management systems for pavements,

bridges, safety, congestion, public transportation, and intermodal facilities
* Transportation control measures listed in the Clean Air Act
• Transportation enhancement activities
• Planning
• Capital and operating costs for traffic control facilities
* Transportation research and development
* Safety
* Carpool and bicycle projects, corridor parking facilities, and pedestrian walkways
* Public transit capital assistance
* Road and bridge improvements
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And if one is not immediately struck by the variety of projects eligible to be funded under
the STP program, a more detailed review of the term "transportation enhancement activities"
(TEA) should clarify the point. As defined in ISTEA, state and local officials may use TEA
funds to pay for:

* Facilities for pedestrians and bicycles
* Scenic easements and scenic or historic sites
* Scenic or historic highway programs
• Landscaping and other scenic beautification
• Historic preservation, rehabilitation and operation of historic transportation

buildings, structures, or facilities (including historic railroad stations and canals)
Preservation of abandoned railway corridors and the conversion of such corridors
into pedestrian or bicycle trails

* Control and removal of billboards
* Archaeological planning and research
• Mitigation of water pollution due to highway runoff

That is a considerable list of projects and activities to be financed with taxes collected
from highway users. While many of these projects may be important to the local economy or the
aesthetic sensibilities of people in a particular community, we wonder how they compare in
importance with the fatalities and debilitating injuries that might be prevented by straightening
"dead man's curve" or adding a paved shoulder to the two-lane road out of town.

Further, we find it difficult to identify a clear national interest in the preservation of a
historic canal, for example. One might argue that the STP program is designed to give state and
local officials maximum flexibility to prioritize transportation projects or transportation-related
activities in their area. Yet, it seems there should be some identifiable federal interest in projects
financed with highway user fees since the "donor/donee" relationship among the states can only
be justified to the extent that the entire nation benefits from those projects.

As I have indicated in previous testimony before the subcommittee, we also question
whether there is a clear national interest in many of the public transit projects financed with
federal highway user fees. In addition to the two-cents per gallon federal fuel tax now deposited
in the mass transit account of the Highway Trust Fund, ISTEA made it possible for state officials
to transfer STP and other highway funds to subsidize capital costs on transit projects.

As a result, during the first four years of ISTEA, 43 states, the District of Columbia, and
the Virgin Islands have transferred nearly $2.2 billion of federal highway funds to transit. Nearly
all of the transferred funds came from the STP, the Congestion Mitigation/Air Quality, and the
Interstate Substitute accounts. More than 10 percent of the $20.5 billion spent in those three
accounts during the past four years was used to subsidize public transit. By comparison, during
the 18 years prior to ISTEA that Federal Aid Urban System funds were available for transfer to
transit projects, only $278 million, or 2.2 percent, was actually used on transit projects.
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What kind of transit projects are being financed with STP and other highway funds? In
addition to the bus and subway car purchases that one might expect, the list of 1995 projects
financed with highway funds includes: renovation of a historic train, purchase of bike racks,
engineering services for a railroad depot preservation project, and a "reduced fare demonstration"
program (funded even though operating assistance is not permitted with dollars transferred from
the highway program).

While state and local officials have been able to "flex" highway funds for a variety of
transit projects, we have found only four cases where states have transferred transit funds (less

than $2 million in total) for highway projects. Although ISTEA was touted as having established
a level playing field between highway and transit projects, the so-called "flexible" transit funds

can be transferred to a highway project only if: I) the MPO approves; 2) the agency proposing

the transfer can show that all requirements of the Americans with Disabilities Act have been met;

and 3) the proposing agency can show there is a balanced local approach to highway and transit

funding. Given these conditions, the flexibility provisions of the transit program may never
provide any realistic option for state and local officials to "flex" transit funds.

It is worth noting, Mr. Chairman, that the funding equity accounts -- minimum
allocation, donor state bonus, 90% of payments adjustment, and hold harmless -- and the
Interstate Reimbursement accountall have the same eligibility criteria as the STP program. In

total, almost half of all federal highway funds distributed annually to the states can be used for
any of the projects or activities that are eligible to receive STP funds. We believe that making

half of all highway funds available for such a wide variety of activities is inconsistent with the

need to focus our limited federal resources on projects that will clearly improve mobility and
save American lives.

The Transaortation Enhancement Activities Set-Aside

Ten percent of the STP funds apportioned each year to the states are reserved exclusively

for use on transportation enhancement activities (TEA). In FY 1995, for instance, the TEA set-

aside meant that over $385 million in taxes collected from highway users could be spent g&
on acquisition of scenic easements, preservation of historic canals, archaeological planning, and

other similar projects as defined in ISTEA and listed previously in my testimony today. Over the

six years of ISTEA, approximately $2.2 billion will have been reserved exclusively for TEA
projects.

We recently reviewed a list of projects financed with TEA funds to date. Following are

just a few of those projects that I picked out to illustrate for the subcommittee how TEA funds

are being used in states around the country.
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* $ 420,423 To construct a berthing facility for historic ships
* $ 546,000 To install a purification device, filter, and aeration system in a lake

$ 650,000 To renovate a lighthouse
* $ 400,245 To enhance a jungle trail
• $ 159,500 To preserve a Shaker barn
* $ 50,000 To construct an artistic mural on a street under crossing
0 $ 69,387 To rehabilitate a reservoir dam
* $ 86,500 To rehabilitate an airport passenger terminal
• $ 44,000 To restore the engine of a steam locomotive
• $ 316,000 To renovate a historic water tower
* $ 30,000 To publish a book by a state historical society
• $ 337,690 To drydock the USS Cobia
* $2,063,207 To restore a firemans' hall
* $ 320,000 To restore the interior dome of a state capitol rotunda

Again, Mr. Chairman, many of these may be worthwhile projects with a salutary impact
on the local economy or the aesthetic sensibilities in a particular community. One wonders,
however, how much they contribute to improved mobility or better air quality in the local area.
More importantly, one wonders how these TEA projects compare with the need for safety
improvements on area roads and bridges, improvements that would prevent accidents, injuries,
and the loss of life.

Unfortunately, we cannot gauge the priority of TEA projects relative to traditional road
improvements because funding TEA projects is a federal mandate. When it comes to funding
projects of aesthetic or historic interest but with little bearing on mobility or safety, ISTEA
doesn't give state and local officials a choice. Their only choice is to spend or lose the TEA
funds.

While some witnesses at this and previous subcommittee hearings have attested to the
popularity of "transportation enhancement" projects, I reiterate The Highway Users' concern that
the federal interest in many of these projects is hard to identify. If Congress decides to
reauthorize the TEA program, we strongly recommend that the funding set-aside be eliminated.
If TEA projects are indeed resoundingly popular in many states and metropolitan areas, then no
set-aside will be needed. If highway funds are to remain available for use on TEA projects, state
and local officials ought to be able to weigh the importance of those projects against the need for
increased capacity and improved safety on their roads and bridges.

CONCLUSION

Again, this subcommittee began its reauthorization hearings by asking the right first
question. "'What is the appropriate federal role in transportation?"
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While The Highway Users urges you to reauthorize the STP program, we believe that it,
like other elements of the federal highway program, should serve clearly defined federal interests
and be consistent with the appropriate federal role in transportation. Specifically, we recommend
that the TEA program be terminated because there is no identifiable federal interest in most of
the projects it supports. The current set-asides of STP funds should be eliminated so that state
and local officials have the greatest possible flexibility to select high-priority projects that meet
STP eligibility criteria. And STP funding should not constitute more than 15 percent of the total
highway program.

As the subcommittee considers reauthorization legislation, we urge you to keep irn mind
that 187,000 lives were saved and 12 million injuries avoided over the last 40 years because
Congress targeted federal highway funds toward improvements to a system of roads that would
carry the bulk of personal and commercial travel. You can replicate and even improve upon that
success by ensuring that most highway user fees are targeted toward NHS, bridge, and safety
projects and that all federal highway funds are utilized for projects that will improve mobility
and make travel safer.

Thank you for this opportunity to present The Highway Users' views. I would be pleased
to answer any questions you may have.
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Mr. Chairman and members of the subcommittee, my name is Allen Greenberg and I

am the Government Relations Director of the League of American Bicyclists. I also represent

the International Police Mountain Bike Association (IPMBA), a division of the League.

The League of American Bicyclists was founded in 1880 as the League of American

Wheelmen. Today representing over 30,000 individual and family members and over 160,000

additional bicyclists through 500 affiliated bicycle clubs and advocacy organizations;, the

League remains true to its founding mission of bicycle advocacy and education for

transportation and recreation.

It is my pleasure to testify before you today on the importance of the Intermodal

Surface Transportation Efficiency Act, or ISTEA, and its Surface Transportation Program

(STP) in particular, to bicycling and to transportation in general in the United States. Before

ISTEA, very few federal transportation dollars were available for bicycling, relegating

bicyclists to second class citizen status. Today, bicycling improvements can be funded with

money from virtually all transportation programs but are guaranteed money from none.

The STP, more than any other single program, represents the essence of ISTEA. It

provides regions resources and authority, through metropolitan planning organizations

(MPO's), to plan for and execute their own futures. The action takes place close to home

which, when combined with ISTEA's public involvement requirements, allows the public a

vital role. The base program is very flexible, but a set amount of money is provided for two

vital, but under-served, national priorities--transportation safety and community transportation

enhancements. Improving transportation safety, through both construction and behavioral

programs, and strengthening the relationship between community values and transportation

spending are essential to ISTEA and establishing programs, as ISTEA has done, specifically

for these purposes helps appropriately focus planning efforts and resources. This focus should

continue. We know, for example, that the Transportation Enhancements Program works

because, according to a Georgia DOT representative at a recent public forum, it is responsible

for 99 percent of public involvement but less than two percent of ISTEA funds. Public

involvement is the only means of guaranteeing that the public is served. A designated share
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for Enhancements is necessary to ensure such involvement.

In addition to the STP, these other ISTEA programs and elements have been important

to bicyclists and the nation:

o Public participation is required before transportaion planning and funding decisions

can be made. Bicyclists have been the most active members of the public as a result of this

requirement, and there have been many improvements made at the local level to show for it.

o Regional authorities, in addition to controlling STP funds, are held accountable

through planning requirements and other means. This has been essential in helping to ensure

the public an effective means of participation. It has been much easier for bicyclists to

approach their local elected representatives and planning officials with concerns than it was to

approach impenetrable state highway bureaucracies under the old system.

o Transportation spending must conform to Clean Air Act Amendment standards and

goals. Undoubtedly, there is a federal interest in clean air and public health. Bicycling

projects have made significant contributions to reducing air pollution.

o The Congestion Mitigation Air Quality Improvement Program (CMAQ) was

established to ensure sufficient funding for clean air projects and some of this funding has

gone for bike lanes and bicycle parking, which, in many cases, represent the most efficient

investments for this purpose.

This nation also needs to move forward from ISTEA's 1991 transportation policy

milestone and make some minor but important improvements. The League makes the

following general program recommendations:

o Create federal program incentives to reward states for successful efforts in maintaining

their existing infrastructure, improving safety, and reducing fuel consumption--three essential

reasons for federal involvement in transportation. Require states that are substantially under-
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performing in these areas to target their federal dollars to them.

o Streamline project approval processes by eliminating federal sip-off requirements, but

create an appeals process that is open to citizens to enable enforcement of federal

requirements. The Transportation Enhancements Program streamlining provisions in the

National H-ighway System legislation were an important start.

o Require regions and states to establish, with citizen input, performance targets for

achieving their goals for transportation as related to accessibility, safety, or whatever they

may -hose. Regions aud states should be required to measure and report on their status in

achieving these goals.

o Provide project selection authority to metropolitan planning organizations (MPO's) for

all federally supported projects within their geographical boundaries, regardless of the

accounts from which such projects are funded

o Require states to allocate federally appropriated funds to ISTEA spending accounts

proportionate to each account's obligation ceilings to ensure that general federal funding

priorities are incorporated into state and local decismons.

For improvements to ISTEA relating to bicycling in particular, the League makes the

following recommendations:

o Require bicycle accommodations to be considered whenever a road is built, re-

engineered, or improved, or when changes are proposed, such as converting shoulders to

travel lanes or adding dual turning lanes, that could present hazards to bicyclists. Require

public involvement and an affirmative determination of the appropriate accommodation for

each such project.

o Require a federal rule-making process for any new proposed bicycle roadway

prohibition documenting the unique safety hazard that requires such a prohibition and
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specifying the alternative routes available for bicyclists. This is the identical process that

ISTEA mandates for prohibiting motorcycles on high occupancy vehicle (HOV) lanes. The

difference between the two is that bicycle prohibitions often preclude bicycle travel entirely,

while motorcycle HOV restrictions merely require the use of general travel lanes.

o Maintain the STP safety set-aside with the following modifications: (1) MPO's with

existing project selection authority for STP flexible funds should also be granted such

authority (coupled with public involvement requirements) for safety funds. (2) Add to the

existing Section 130 requirement that states must plan to at least sign all grade-crossings that

they must also plan to make all such crossings bicycle-safe. (Non-bicycle-safe crossings

present the double hazard of causing bicycle crashes and enabling an additional tragedy if an

injured cyclist cannot escape an on-coming train). (3) Under the Section 152 hazard

elimination program (a) make projects that increase hazards to or inhibit access for bicyclists

and pedestrians ineligible for funding, (b) require public participation in identifying and

establishing priorities, (c) add bicyclists to the list of road users for which hazards should be

identified, (d) include safety improvements to paved trails as specifically eligible for program

funding, and (e) require, or at least make eligible, the creation of "spot-check" programs for

the rapid-response elimination of low-cost hazards such as monster pot holes and roadway and

trail debris.

Mr. Chairman, many have already testified before this subcommittee that the federal

transportation program should "get back to the basics." But paying attention only to big

highways and providing more resources to unaccountable state highway bureaucracies are not

"the basics." Ninety-three percent of congested travel in this country takes place on our urban

roadways and unless we provide realistic transportation options within our urbanized areas,

we will fail to meet the transportation needs of our citizens. The League seeks only to build

upon the successes of ISTEA and to provide substance to the rhetoric of this Congress for

decentralize decision-making, public involvement and initiative, community values, and

accountability for and judicious allocation of federal resources. These are the basics on which

we should be focusing and they are represented within both ISTEA and the recommendations

outlined here. Thank you for this opportunity to testify. I welcome your questions.
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INTRODUCTION

Mr. Chairman and members of the Subcommittee, my name is Edwin L. Harper. I am

President and Chief Executive Officer of the Association of American Railroads (AAR). I

appreciate your invitation to appear before this Subcommitte and preset AAR's views on the

reauthorization of the Intermodal Surface Transportation Assistance Act (ISTEA).

As you begin your work on ISTEA reauthorization with these hearings, I would like to

discuss two particular issues of significant concern to the railroad industry. The first of these

'AAR is a trade association whose members account for 75% of total rail line-haul
mileage, produce 93% of total rail freight revenues, and employ 91% of the freight railway
workforce.
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issues is one of overriding interest to all of us - transportation safety, and in this instance safety at

highway-rail grade crossings. The second issue involves an essential element in any serious

effort to continue to improve the movement of freight in this country and in the global

marketplace - intermodalism, and specifically the important connections between different

transportation modes.

mGHWAY-RAIL GRADE CROSSINGS

There has been an extremely succemful partnership among federal and state governments,

the railroad industry, and other transportation safety interests for many years. This partnhip

has resulted in a reduction in annual public grade crossing accidents of over 60 percent since the

early 1970's. This success has been accomplished primarily as a result of engineering

improvements carried out under the federal Section 130 Program, and the driver education/public

information and traffic law enforcement efforts of the Operation Lifesaver Program. In fact, the

Federal Highway Administration estimates that the Section 130 Program and Operation Lifesaver

efforts have prevented over 8,500 fatalities and 38,900 serious injuries since 1974.

Despite the impressive safety improvement, the record of 3,972 accidents and 455

fatalities at public grade crossings in 1995 is unacceptable. More must be done to eliminate

these tragic accidents, and the partnership among the involved interests must be strengthened.

AAR is proposing four initiatives which it believes will result in a significant improvement in

highway-rail grade crossing safety:



1012

3

1. The federal government should continue and increase funding for the Section 130

Grade Crossing Improvcment Progmam The historic Highway Safety Act of 1973 created and

funded a national highway safety program specifically dedicated to enhanced safety at highway-

rail crossings by providing for needed engineering and warning device improvements (Section

130 Program). In fiscal year 1996, approximately $150 million in highway user revenues was

apportioned to the states to carry out this important program. As mentioned earlier, as a direct

result of the earmarked federal funding for highway-rail crossing improvements, the annual

crossing accident rate has been reduced by over 60 percent. This substantial reduction in

accidents hasoccurred despite significant increases in both highway and rail traffic.

Without funding dedicated or earmarked for the Section 130 Program, crossing projects

rarely compete successfully with more traditional highway needs, such as highway capacity

improvements and highway maintenance. In fact, this problem was the primary reason a separate

crossing improvement program was established in 1973. Despite the proven success of the

Section 130 Program, however, many states continue to assign an extremely low priority to

crossing improvement projects. Through the end of 1995, over $240 million of Section 130

Program funds remained unspent by the states, and nearly $200 million had been transferred to

other federal-aid highway program categories. In fact, I am advised that an additional $30

million has been transferred out of the Grade Crossing Program by states during the first five

months of 1996.

Earmarked funding for the Section 130 Program should be continued, and the annual
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funding level should be increased to at least $185 million. The "Rail-Highway Crossing Study"

completed by the U.S. Department of Transportation in 1989 found that:

"For warning systems, an estimated annual investment of $185 million in
improvements is necessary to maintain current overall safety performance ....
An initiative to cost effectively reduce current accident levels would require
another $30 million annually."

Additionally, in order to increase state priority for Section 130 Program projects and

assure crossing improvement spending, the authority to transfer Section 130 Program funds to

other federal-aid highway program categories should be restricted and obligation authority should

be specifically reserved for the Section 130 Program. Section 130 fuids should also be available

to be used as incentive payments to local governments to close unneeded grade crossings.

2. The federal government should establish a national mandate and a uniform process for

closing unnecessary public gmade crossings. Highway and rail safety officials have long

advocated the closure of a large proportion of the public highway-rail grade crossings in the

United States. Many grade crossings are redundant, serve no significant transportation mobility

or access purpose, and continue to constitute a rail and highway safety hazard.

However, closing grade crossings is often not an objective transportation safety decision

because the issue causes local emotional/political confrontations. The railroads support the

establishment by Congress of a federal crossing closing program implemented through a uniform

nationwide process. Such a process should require state trnsportation agencies to identify and

evaluate candidate crossings for closure, utilizing uniform criteria established by the U.S.



1014

5

Secretary of Transportation, and to develop and implement a statewide crossing closing plan.

Active participation in this National Grade Crossing Closure Program should be required of all

states. DOT should also develop guidelines which states would be required to follow in deciding

whether to permit the opening or creation of any new grade crossings.

3. The federal government should finance a multi-year national gade crossing safety

education and public awareness campaign to be conducted by Operation Lifesaver. Inc. Since

motorists frequently are unaware of the grave dangers of their behavior, government should take

responsibility for a major, multi-year public awareness campaign designed to illustrate the life-

or-death consequences of motorists' behavior at grade crossings. ISTEA authorized $300,000

annually for the National Operation Lifesaver Program to increase public awareness of the grade

crossing safety problem. Additional funds to support Operation Lifesaver are generally included

in annual Federal Railroad Administration appropriations. However, a substantially increased

commitment of resources is required to ensure the broadest understanding of the inherent danger

of highway-rail grade crossings and the critical responsibility of motorists and the public to

exercise appropriate care.

This expanded national Operation Lifesaver campaign must garner the same universal

recognition and acceptance that Mothers Against Drunk Driving (MADD), for example, enjoys

for its attack on drunk driving. The need to "Look, Listen ... and Live" at grade crossings must

be as familiar to the general public as "Friends Don't Let Friends Drive Drunk".
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As an example of a possible component of such a national campaign, Operation Lifesaver

- joined by FRA and various state agencies - is sponsoring a national campaign called

"Highway or Dieways." AAR is giving significant support to this campaign. This is a very

graphic and hard-hitting public service advertising campaign promoting highway-rail grade

crossing safety. The campaign consists of television and radio spots, print advertising, and

billboards. The strategy is to introduce the campaign in every state through Operation Lifesaver

state coordinators. Since January of this year it has been introduced in three states, Texas,

Georgia and South Carolina, and has received significant media interest

4. The federal government should create a national gade crossing warning& device

problem alert system. Despite regular and thorough grade crossing warning device testing,

inspection, and maintenance conducted by railroad personnel, the industry has occasionally

experienced problems in receiving timely and accurate notification when warning device

problems occur. To address this problem, in 1982, the Texas legislature created the Texas 1-800

Number Rail-Highway Crossing Notification Program. Texas has installed signs at public

crossings encouraging the public to call the 1-800 telephone number in the event of a crossing

warning device problem. The calls are received by the Texas State Police, which in turn alert the

appropriate railroad personnel.

The railroad experience with the Texas 1-800 System has been generally positive.

Although occasional "crank" calls are received and the public's perception of a warning device

problem may be inaccurate, the system continues to provide valuable and timely information

37-734 97 - 33
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concerning warning device problems to appropriate railroad maintenance personnel.

The railroad industry supports the creation of a publicly funded, nationwide grade

crossing warning device problem alert system operated by appropriate state agencies. The federal

government should evaluate the feasibility of a variety of possible nationwide alert systems, and

adopt and implement an effective system.

These four grade crossing safety initiatives will significantly enhance safety at highway.

rail grade crossings and strengthen the essential partnership between the railroad industry and

government. I urge this Committee to include these recommendations in ISTEA reauthorization

legislation.

INTERMODAL CONNECTORS

I would now like to discuss briefly the second issue of concern to the railroad industry-

intermodalism and intermodal connector highways.

In ISTEA, Congress declared that:

"It is the policy of the United States to develop a National Intermodal

Transportation System... The National Intermodal Transportation System shall

consist of all forms of transportation in a unified, interconnected manner..."
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In an effort to achieve that important objective, the Congress established the National

Highway SystepL, and determined that:

"The purpose of the National Highway System is to provide an interconnected

system of principal arterial routes which will serve major population centers,

international border crossings, ports, airports, public transportation facilities, and

other intermodal transportation facilities..."

The importance of the interconnectivity of our trasportation modes and systems was

subsequently underscored by the National Commission on Intermodal Transportation when it

found that:

"Barriers to safe and efficient movement of freight occur at connections between

modes... For example. inadequate roadway access to freight terminals is a

barrier to the intermodal freight system and a major contributor to urban

congestion. The lack of adequate connectors between the interstate highway

system and the Nation's port, rail, airport, and truck terminals results in urban

congestion. air pollution, negative impacts on adjacent neighborhoods, and

delivery delays for shippers."

Approximately two months ago, on May 24, 1996, Transportation Secretary Pefla sent to

the Congress a recommended list of highway connectors to major intermodal freight and

passenger terminals. In his letter of transmittal, Secretary Pefha observed:

"The Congress, in creating the NHS, recognized that the Nation's transportation

infrastructure must be viewed as a single system with each mode complementing
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the others. With the NHS and its connections to major intermodal terminals as

the united force, our national transportation network will sustain economic

growth, increase our competitiveness in the international marketplace of the 21st

century, and enhance the personal mobility of every American."

Representing our major fteight railroads, I can assure you that these observations and

findings concerning intermodal highway connectors are absolutely correct. These essential

highways are the glue that holds much of this country's intermodal transportation system

together. Without first rate connections, trains, trucks, barges, and planes are condemned to

operate separately and inefficiently. Government and America's private transportation

companies can provide the finest transportation systems and services in the world - and we are

doing so - but we can never realize a completely efficient intermodal transportation system

without quality connections.

During ISTEA reauthorization these important intermodal connectors are to be

considered for inclusion on the National Highway System (NHS). AAR enthusiastically supports

improvement of intermodal connectors and urges their addition to the NHS.

Finally, permit me to observe that ISTEA attempted to establish a new approach to

transportation throughout the country, by striving to break out of traditional, but limiting,

perspectives. Transportation after ISTEA would no longer suffer from historic

compartmentalization. The interests and concerns of both public and private providers of

transportation facilities and services would be considered jointly and cooperatively. Passenger
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and freight transportation needs would both receive adequate attention and an appropriate

allocation of resources. State, local, and metropolitan transportation interests would each have

an appropriate and important role in planning and resource allocation. We have not yet achieved

these goals of ISTEA, but that should in no way tarnish the vision or diminish our efforts.

Private railroads are working closer than ever, and more successfully, with states and

MPOs to develop effective transportation plans and programs. It has been an evolutionary

process, primarily because we all have had a great deal to learn about each other and about just

how to integrate our respective interests and needs into a truly comprehensive transportation

planning process. But we are learning, and we are improving, and transportation in this country

is winning as a result.

ISTEA is working, because all of us are truly working together. We must continue the

progressive agenda established by the Intermodal Surface Transportation Efficiency Act into the

21st Century.

Thank you for inviting me here today to present our views on ISTEA reauthorization. I

would be pleased to answer any questions you may have.
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMTEE, I AM JEAN JAC)BSON,

THE COUNTY EXECUTIVE IN RACINE COUNTY, WISCONSIN. TODAY I AM REPRESENTING

THE NATIONAL ASSOCIATION OF COUNTIES (NACo)' WHERE I SERVE AS VICE CHAIR OF

THE TRANSPORTATION AND TELECOMMUNICATIONS STEERING COMMITTEE. ON BEHALF

OF NACo, I WANT TO THANK THE SUBCOMMITTEE FOR iNVITING ME TO APPEAR BEFORE

YOU ON THE TOPIC OF THE SURFACETRANSPORTATION PROGRAM.

THE SURFACE TRANSPORTATION PROGRAM (STP) IS THE KEY FEDERAL

TRANSPORTATION PROGRAM FOR COUNTY GOVERNMENT, ALONG WITH THE BRIDGE

AND TRANSIT PROGRAMS. THIS IS A PROGRAM THAT RETURNS FEDERAL

TRANSPORTATION FUNDS TO MANY COUNTIES ACROSS AMERICA. THIS IS A PROGRAM

THAT RETURNS GAS TAX FUNDS TO THE LOCAL TAXPAYER FOR USE ON COUNTY OWNED

ROADS, BRIDGES AND TRANSIT SYSTEMS. IT IS A PROGRAM THAT CONTRIBUTES TO THE

ECONOMIC DEVELOPMENT OF THE URBAN, SUBURBAN AND RURAL COUNTIES OF

AMERICA.

COUNTIES HAVE A MAJOR STAKE IN SURFACE TRANSPORTATION IN THE UNITED

STATES. COUNTIES OWN AND MAINTAIN 1.7 MILLION MILES OF HIGHWAYS OR 43

PERCENT OF THE TOTAL ROAD MILEAGE IN THE UNITED STATES. WE OWN 219,000

BRIDGES, 43 PERCENT OF THE TOTAL BRIDGES IN THE NATION. FINALLY, WE OWN 25

PERCENT OF THE TRANSIT SYSTEMS. MANY OF THESE COUNTY HIGHWAYS, BRIDGES

AND TRANSIT SYSTEMS ARE ELIGIBLE FOR STP FUNDING. IN RACINE COUNTY, WHERE I

HAVE BEEN AN ELECTED OFFICIAL FOR OVER 16 YEARS, TRANSPORTATION IS A BIG

TICKET ITEM IN OUR COUNTY BUDGET. WITH A BUDGET OF ALMOST $9 MILLION OUR

PUBLIC WORKS DEPARTMENT IS RESPONSIBLE FOR 400 LANE MILES OF COUNTY ROAD

The National Association of Counties is the only organization representing county government in the
United States. Through its membership, urban, suburban and rural counties jon together to build effective.
responsive county government. The goals of the orSanization am to: improve county government; act as a
liaison between the nation's counties and other levels of government; and achieve public understanding of
the role of counties in ihe federal system.
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AND MAINTAINS OVER 500MILES OF STATE ROADS, INCLUDING 72 LANE MILES OF

INTERSTATE HIGHWAYS. YES, IN WISCONSIN, THE COUNTIES MAINTAIN INTERSTATE

HIGHWAYS.

STP WAS INCLUDED IN THE INTERMODAL SURFACE TRANSPORTATION

EFFICIENCY ACT (ISTEA), IN PART, TO REPLACE THE SECONDARY AND URBAN SYSTEM

PROGRAMS WHICH FOR MANY YEARS HAD BEEN A MAJOR SOURCE OF FEDERAL FUNDING

TO COUNTIES. IN GENERAL, STP HAS BEEN A SUCCESS AND NACo STRONGLY SUPPORTS

ITS CONTINUATION AS A SEPARATE PROGRAM WHEN ISTEA IS REAUTHORIZED NEXT

YEAR.

I WANT TO TAKE A FEW MOMENTS 1'O COMMENT ON FOUR ISSUES RELATED TO

THE STP PROGRAM: PROJECT SELECTION, FLEXIBILITY, LOCATION, AND FUNDING.

THE STP PROGRAM HAS PROBABLY BEEN OF THE GREATEST BENEFIT TO URBAN

AND SUBURBAN COUNTIES, PARTICULARLY THOSE COUNTIES IN METROPOLITAN AREAS

IN EXCESS OF 200,000 POPULATION SUCH AS REGION IN WHICH RACINE COUNTY IS

LOCATED. SINCE THOSE ARE THE AREAS IN MOST STATES WITH THE LARGEST

POPULATIONS, THEY RECEIVE THE MOST SIP FUNDS. EQUALLY IMPORTANT, IT IS IN

THOSE METROPOLITAN AREAS THAT LOCAL ELECTED OFFICIALS HAVE THE ABILITY TO

PARTICIPATE IN THE METROPOLITAN PLANNING ORGANIZATIONS AND MAKE THE KEY

DECISIONS CONCERNING HOW THE STP FUNDS ARE TO BE SPENT. BECAUSE OF STP,

COUNTY OFFICIALS NOW HAVE MORE OWNERSHIP IN THE FEDERAL SURFACE

TRANSPORTATION PROGRAM. THERE IS ABSOLUTELY NO QUESTION THAT COUNTY AND

OTHER LOCAL OFFICIALS SERVING ON MPOs ARE IN THE BEST POSITION TO MAKE THE

KEY FUNDING AND PROJECT SELECTION DECISIONS CONCERNING THE ALLOCATION OF

STP FUNDS. THEY UNDERSTAND THE TRANSPORTATION PROBLEMS OF THE REGIONS

THEY GOVERN AND ARE IN THE BEST POSITION TO SET PRIORITIES. ALONG WITH

DECISIONS SURROUNDING LAND USE, IT MAKES COMPLETE SENSE FOR LOCAL OFFICIALS

TO ALSO MAKE THE DECISIONS ON TRANSPORTATION PRIORITIES.
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IN SOUTHEASTERN WISCONSIN WHERE I LIVE, THOSE FEDERAL PLANNING AND

COMPANION PROGRAMMING REQUIREMENTS ARE MET BY A SEVEN COUNTY

ORGANIZATION KNOWN AS THE SOUTHEASTERN WISCONSIN REGIONAL PLANNING

COMMISSION. I KNOW THAT I SPEAK FOR THE SEVEN COUNTIES COMPRISING THE

REGION WHEN I SAY THAT THE FEDERAL COMMITMENT TO METROPOLITAN

TRANSPORTATION PLANNING IS SOUND AND IN THE PUBLIC INTEREST AND SHOULD

REMAIN INTACT AS THE CONGRESS CONSIDERS ISTEA AND SETS THE TONE FOR THE

FUNDING AND DEVELOPMENT OF THE NATION'S MAJOR TRANSPORTATION SYSTEMS

OVER THE FORESEEABLE FUTURE.

NACo BELIEVES THAT THE STP PROGRAM COULD BE ENHANCED BY BRINGING

THOSE COUNTY OFFICIALS IN AREAS OF LESS THAN 200,000 MORE INTO THE PROCESS.

ISTEA PROVIDES THAT IN METROPOLITAN AREAS OF LESS THAN 200,000 PROJECT

SELECTION FOR STP FUNDING SHALL BE DONE BY THE STATE IN COOPERATION WITH

THE LOCAL MPO. IN AREAS OF LESS THAN 50,000 THE STATE AGAIN HAS THE

PREDOMINANT ROLE IN PROJECT SELECTION WHICH IS DONE IN COOPERATION WITH

LOCAL OFFICIALS. WHILE SOME COUNTY OFFICIALS IN SMALLER METROPOLITAN AND

RURAL AREAS HAVE BEEN INVITED TO PARTICIPATE IN THE PROJECT SELECTION

PROCESS FOR STP FUNDS, OTHERS HAVE NOT. NACo BELIEVES ISTEA IN GENERAL HAS

WORKED TO ENCOURAGE COUNTY PARTICIPATION BUT THERE STILL IS A WAYS TO GO.

STATE DEPARTMENTS OF TRANSPORTATION VIEW HOW THEY MUST DEAL WITH LOCAL

GOVERNMENTS IN DIFFERENT WAYS. THEREFORE, IN REAUTHORIZING THE STP

PROGRAM, NACo URGES THIS SUBCOMMITTEE TO STRENGTHEN THE REQUIREMENTS FOR

PARTICIPATION IN PROJECT SELECTION BY LOCAL OFFICIALS. THERE ARE SEVERAL

DIFFERENT WAYS TO ADDRESS THIS ISSUE. ONE APPROACH WOULD BE TO REQUIRE

THAT THE STATE CERTIFY TO THE U.S. SECRETARY OF TRANSPORTATION THAT LOCAL

OFFICIALS HAVE INDEED BEEN AFFORDED PARTICIPATION IN PROJECT SELECTION AND

INDICATE HOW THAT PARTICIPATION OCCURRED. A SECOND AND RELATED APPROACH



1024

WOULD BE FOR EACH STATE DEPARTMENT OF TRANSPORTATION TO PUBLISH FOR

COMMENT AT THE BEGINNING OF THE NEXT REAUTHORIZATION CYCLE HOW THEY

PLAN TO INCLUDE LOCAL OFFICIALS AND REQUIRE THE SECRETARY OF

TRANSPORTATION TO APPROVE THE PLAN. A THIRD APPROACH WOULD BE TO REQUIRE

REGIONAL PLANNING BOARDS BE ESTABLISHED THAT COVER NOT JUST METROPOLITAN

AREAS BUT RURAL AREAS AS WELL. THESE REGIONAL BOARDS WOULD INCLUDE BOTH

STATE AND LOCAL OFFICIALS AND WOULD FUNCTION LIKE MPOs IN TERMS OF PROJECT

SELECTION. I UNDERSTAND THAT BOTH COLORADO AND MINNESOTA HAVE CREATED

SUCH BOARDS. NACo LOOKS FORWARD TO WORKING WITH THE SUBCOMMITTEE TO

DEVELOP THE BEST APPROACH TO INCREASING THE INVOLVEMENT OF LOCAL ELECTED

OFFICIALS IN THE PROJECT SELECTION PROCESS.

NACo BELIEVES THE FLEXIBILITY OF THE STP PROGRAM IS ONE OF ITS

OUTSTANDING CHARACTERISTICS, PARTICULARLY AS IT IS TIED INTO LOCAL

PARTICIPATION IN PROJECT SELECTION. THERE IS NO QUESTION THAT DIFFERENT

REGIONS HAVE DIFFERENT TRANSPORTATION NEEDS AND REQUIREMENTS. THE STP

PROGRAM ALLOWS FEDERAL FUNDS TO BE TAILORED TO THE PARTICULAR NEEDS OF A

COUNTY, CITY. REGION AND STATE. WE AGREE THAT LOCAL OFFICIALS ARE IN THE BEST

POSITION TO DECIDE, FOR EXAMPLE, WHETHER STP FUNDS SHOULD BE SPENT ON

HIGHWAYS, BRIDGES, TRANSIT SYSTEMS, CARPOOL PROJECTS, PARKING FACILITIES,

RAILWAY-HIGHWAY GRADE CROSSING OR SAFETY IMPROVEMENTS. THIS IS THE TYPE

OF BLOCK GRANT APPROACH NACo SUPPORTS.

REGARDING PROJECT LOCATION, NACo SUPPORTS THE EXISTING LAW WHICH

ALLOWS STP FUNDS TO BE SPENT ON BRIDGES ON PUBLIC ROADS OF ALL FUNCTIONAL

CLASSIFICATIONS. NACo ALSO URGES CONTINUING ELIGIBILITY FOR STP FUNDING FOR

ALL ROADS WHICH ARE FUNCTIONALLY CLASSIFIED ABOVE MINOR RURAL COLLECTOR

OR WERE PREVIOUSLY ON THE FEDERAL-AID HIGHWAY SYSTEM. NACo HAS ALSO

ADOPTED POLICY WHICH RECOMMENDS THAT THE ENHANCEMENT SET ASIDE BE



1025

LOWERED FROM 10 PERCENT TO 5 PERCENT AND SUCH FUNDS SHOULD BE USED FOR

PROJECTS WHICH ARE TRULY TRANSPORTATION RELATED. OUR MEMBERS ARE

CONCERNED THAT GAS TAX FUNDS ARE BEING USED FOR NONTRANSPORTATION

PURPOSES.

AS MEMBERS OF THIS SUBCOMMITTEE KNOW, 2000 OF THE 3000 COUNTIES IN THE

UNITED STATES ARE RURAL. THESE 2000 RURAL COUNTIES ACCOUNT FOR MUCH OF THE

1.7 MILLION MILE COUNTY ROAD SYSTEM. PRIOR TO ISTEA, THE FEDERAL SECONDARY

SYSTEM PROGRAM PROVIDED FUNDS FOR THE TYPES OF ROADS OWNED BY COUNTIES.

AS MENTIONED EARLIER, ISTEA REPLACED THE SECONDARY PROGRAM WITH STP. IN AN

EFFORT TO ENSURE FUNDING CONTINUED TO RURAL AREAS, ISTEA INCLUDES A RURAL

SET ASIDE REQUIREMENT. STATES MUST OBLIGATE STP FUNDS TO AREAS OF LESS THAN

5000 POPULATION AMOUNTS WHICH ARE NOT LESS THAN 110 PERCENT OF THE AMOUNT

OF FUNDS APPORTIONED TO THE STATE FOR THE FEDERAL-AID SECONDARY SYSTEM FOR

FY9 1. WHILE THIS RURAL SET ASIDE IS VERY HELPFUL, IT DOSS NOT NECESSARILY FILL

IN THE GAP LEFT BY THE SECONDARY PROGRAM. WHILE THE 110 PERCENT IS TIED TO

THE SECONDARY ROAD PROGRAM FUNDING, UNDER STP THIS RURAL SET ASIDE CAN BE

USED FOR ALMOST ANY TYPE OF ROAD, INCLUDING AN INTERS I'ATE HIGHWAY WHICH

HAPPENS TO PASS THROUGH A RURAL AREA. IN ORDER TO ENSURE THAT THE SET ASIDE

IS SPENT ON RURAL ROADS MAINLY SERVING THE RURAL POPULATION, IT IS NACo's

VIEW THAT THIS RURAL SET ASIDE SHOULD BE RESTRICTED TO RURAL MAJOR

COLLECTOR ROUTES OR ROADS FORMERLY ELIGIBLE FOR THE FEDERAL-AID SECONDARY

SYSTEM PROGRAM.

MY FINAL POINT HAS TO DO WITH FUNDING. IN THE NEW LEGISLATION, NACo

BELIEVES THAT STP SHOULD BE PROVIDED WITH THE MAXIMUM FUNDING POSSIBLE. WE

ALSO SUPPORT THE 80-20 MATCH AND CONTINUING TO PERMIT TRANSFER OF FUNDS

FROM OTHER SELECTED CATEGORICAL PROGRAMS TO STP.
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MR. CHAIRMAN AND MEMBERS OF THIS SUBCOMMITTEE, THIS CONCLUDES MY

TESTIMONY. IF THERE ARE ANY QUESTIONS, I WOULD BE PLEASED TO ANSWER THEM AT

THIS TIME OR PROVIDE WR=IEN RESPONSES AT A LATER DATE. ONCE AGAIN, THANK

YOU FOR THE OPPORTUNITY TO TESTIFY ON THIS IMPORTANT SUBJECT MATTER.
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Good morning. Mr. Chairman and Members of the Committee, my name is Brian Rude.

Until recently, I was President of the Wisconsin State Senate, am now Assistant

Republican Floor Leader, and delighted to be here to briefly speak with you about the

Transportation Enhancement Provisions of the Surface Transportation Program.

As the Chairman of Wisconsin's state Transportation Enhancements Selection Committee

and a recent speaker at the National Transportation Enhancements Conference sponsored

by the Federal Highway Administration, AASHTO, Rails-to-Trails Conservancy, the

Surface Transportation Policy Project and other national groups, I bring to the Committee

an experienced and informed position on the strengths and weaknesses of the

Transportation Enhancements Program.

While I could speak at length about the successes nationally of the Transportation

Enhancements Program, in the interest of time, I want to share five main points with

Members of the Committee.

First, transportation is about more than roads. True, we all need and benefit from

highway infrastructure, however bicyclists and pedestrian need safe routes and

sidewalks and convenient access to transit stations. Renovated transportation

facilities have the potential to become focal points for new transit riders, increased

Amtrak users and related commercial development. And, local community leaders

want transportation-related projects that help to offset the strains that are sometimes

imposed by highway infrastructure development. Remember, the Intermodal Surface

Transportation Efficiency Act called for public investment in a variety of

transportation modes and types of transportation facilities. The Transportation

Enhancements Program helps to meet these broader transportation goals by directing

less than two-percent of ISTEA's funds to projects which help build diverse

transportation infrastructure.
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Second, the Transportation Enhancements Program helps to build community by

improving the quality of life in communities lucky enough to have received

enhancement funding since 1991, and stimulating local economic development --both

of which are goals associated with .. type of transportation project. And, unlike

many other types of transportation projects, Transportation Enhancement projects are

actually very popular.

Nationally, more than 6,000 Enhancement Projects have been programmed for

funding. As the attached pie chart shows, just over 50 percent of those projects are

either bicycle/pedestrian or trail projects. And, states have just begun to scratch the

surface. In fact, for every project programmed nationally, many more go unfunded.

A dramatic example of this was demonstrated two weeks ago in California when the

California Transportation Commission considered testimony from MPO's seeking

funding for their highest priority transportation enhancement projects. Though the

state had only $39.8 million in Enhancement funds to program in its third round of

funding, more than $50 million in proposed projects were forwarded for consideration

by the CTC. And, that was after most MPO's had gone through their own project

competitions. The San Diego area MPO reported that it had received 83 project

proposal worth $57 million even though the CTC had asked them to recommend their

top $500,000 worth of projects.

In addition to emphasizing that there are literally tens of thousands of possible

enhancement projects that are still going unfunded, another important observation is

that the Enhancements Program responds to local priorities. Because enhancement

projects tend to be small projects (the average federal share is $289,000), local

community leaders have been able to play an important role in helping to define and

design transportation enhancement projects.
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And, though the Transportation Enhancement Program has come under criticism for

funding some projects which may have less than obvious transportation linkages, it is

equally important to understand that 1) states were given tremendous latitude over the

ways in which they could design their enhancements programs and their project

selection process; and 2) it is the state DOT or Transportation Commission which

makes the final decision about which projects get funded. If complaints are being

lodged about particular projects, the problem, if any, rests with the state designed

project selection process, and does not reflect any structural problem with the

Transportation Enhancements Provision.

My third primary point is that the Transportation Enhancement Program -- perhaps

more than any other new program created by ISTEA -- builds new public support.' or

transportation funding. Clearly, a rising tide lifts all the boats, and transportation

enhancement advocates understand this concept as well as anyone. With the constant

reality of on-going budget battles, it only makes sense to broaden the constituency

that supports continued an/or increased funding for transportation. The

Transportation Enhancement Program has attracted more new players than other

program or provision of ISTEA. While enhancement opponents may in fact, see this

phenomenon as a negative aspect of the program, these same groups are the first to

complain that there are not enough dollars for transportation investments. As fellow

politicians, I'm sure you can relate to the fact that its hard to increase or even

maintain funding for projects this day and age without broad public support.

Fourth, federal enhancement dollars leverage more than the required twenty percent

match. Again, more than any other ISTEA program, the Transportation

Enhancements Program has leveraged the highest percentage of local transportation

investment. In fact, the average local match for Transportation Enhancement projects

is 27 percent. That's a 7 percent overmatch nationally. Specifically, communities in

the states of Maryland and Virginia have been willing to provide over 50 percent in

matching funds and Washington, Mississippi, Michigan, Texas, California, South
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Carolina and New York have provided over 30 percent. These outstanding figures

suggest that Transportation Enhancement dollars are able to leverage a significant

amount of funding from other sources. And, typically these sources come from

outside the State DOT with many representing non-traditional transportation partners

including local governments and private foundations. This type of local investment

speaks volumes about the commitment these communities, and local elected officials,

feel toward Transportation Enhancement projects, and without Enhancement funds,

many of these non-traditional funding sources would not be available.

Fifth, and finally, I want to urge the Committee in the strongest possible terms, to

reauthorize ISTEA's Transportation Enhancement Program within ISTEA HI. It is

certainly my hope, and the desire of groups like Rails-to-Trails Conservancy and the

Surface Transportation Policy Project that eventually we will not need a separate set-

aside for the Transportation Enhancements Program. Unfortunately, I am sorry to

report, I do not believe we can risk losing the benefits of Transportation Enhancement

projects by decreasing or eliminating the set-aside right now. Nor am I alone in that

surmise. At last month's National Transportation Enhancements Conference,

participants in the closing plenary were asked, in a show of hands, how many of them

felt that a continued minimum federal mandate for enhancements would be necessary

in their state for the program to survive. Keep in mind that this was an audience

comprised of approximately one-third local project sponsors, one-third private

citizens, and one-third state and federal DOT officials. Distressingly, well over 90

percent of the 300 participants representing 42 states, raised their hands confirming

that without federal protection, the Transportation Enhancements Program will

become its own brief shining moment in American transportation history. I wish it

were not so, but I agree.

I look forward to working with the committee to identify ways to make this already

strong program even stronger.

Thank you.

J
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SURFACE TRANSPORTATION SUBCOMMITTEE

JULY 25, 1996

THE SURFACE TRANSPORTATION PROGRAM

I am Charles H. Thompson, Secretary of the Wisconsin Department of Transportation. I would
like to thank the Chairman, Wisconsin Congressman Thomas Peri, as well as other members of
the Subcommittee, for the opportunity to present testimony today on issues related to the federal
Surface Transportation Program (STP) as part of the reauthorization of the Intermodal Surface
Transportation Efficiency Act ([STEA).

My testimony will include a general review of the original intentions of the Surface
Transportation Program as it was adopted under ISTEA in 1991; a bioad look at how the
program has functioned in Wisconsin; and finally, some suggestions on how to make meaningful
improvements to the Surface Transportation Program in NEXTEA.

!. ISTEA: DRAMATIC CHANGES FOR SURFACE TRANSPORTATION

ISTEA involved a complete rewrite of federal surface transportation policies and programs -- the
most comprehensive and dramatic overhaul of federal surface transportation programs since the
initiation of the Interstate Highway System in the 1950's. ISTEA was structured to:

completely change the rules for how federal highway and transit dollars were distributed
to the states;

create new program categories, while eliminating others that had been a part of federal
law for years, with the purpose of streamlining the federal-aid system; and

provide an unprecedented level of flexibility for states and their local governments to
invest federal dollars for highways, transit and a full range of other potential
transportation priorities.

The STP under ISTEA was first conceived as a large block grant program, funded at $23.9
billion over six years. The expressed intent was to fund a full range of transportation priorities,.
including highway, transit, car pool/vanpool, bicycle, pedestrian, environmental. safety and
planning projects from a single source.
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ISTEA was premised on the notion that state and local governments must work together in
deciding how federal funds are distributed and invested statewide. The idea was to shift the
decision-making authority to those most in tune with local transportation problems and the
solutions that would best fit those needs.

The Surface Transportation Program was structured to be a flexible funding source to address a
full range of transportation challenges. This was different from the federal government's long-
standing practice of distributing federal aid based solely on the restrictions of several program
categories.

These were high hopes for ISTEA and the Surface Transportation Program. We were excited
about STP's creation because we felt it provided us the tools to do our job of meeting
Wisconsin's transportation needs more effectively.

The chairmen of the congressional transportation committees envisioned a dramatic and
welcome change in federal transportation policy with creation of the Surface Transportation
Program.

Senator Moynihan said STP would "give states unprecedented flexibility to decide how and
where funds are spent...for states to allocate as they see fit."

Similarly in the House, Representative Roe of New Jersey hailed it as "...the beginning of a new
era...which provides state and local decision makers unprecedented authority to make and
influence decisions on transportation spending in their areas."

II. THE WISCONSIN EXPERIENCE

Five years later, it is time to reflect on the implementation of STEA. There is no doubt that
ISTEA was an important piece of legislation that provided many improvements to the federal
transportation program -- a good start that we now have the opportunity to improve upon and
reline.

We. in Wisconsin. have some specific ideas for you to consider when crating NEXTEA. But
firs, let me provide you with a few examples of how the current Surface Transportation Program
has functioned in Wisconsin. I hope the examples will provide some constructive idcas to help
you identify weaknesses and build upon the strengths of the STP.

Categories and Mandates

ISTEA envisioned streamlined programs and more flexibility in how money is used. But we've
actually seen a proliferation of narrow categories and increased difficulty in matching funding to
priorities identified through ISTEA's state and local planning processes.

Prior to ISTEA there were six federal aid categories; post-ISTEA there are 14 categories due to
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STP sub-allocations, special programs., and set-asides. These categories complicate
programming decisions and create numerous accounting problems. Each category has distinct
rules regarding eligibility, usage and time lines which makes it very difficult to allocate funding
to plan-based priorities. As a result, process is driving funding decisions, rather than needs.

In addition, prohibitions against apportionment transfers within the STP program mean
Wisconsin may not be able to use all of the federal-aid available to us. For example, Wisconsin
has S26 million in unused apportionments for urbanized areas but insufficient projects in these
categories. At the same time, we are projecting a zero balance of unused STP flexible funds
(apportionment "33D") at the end of FY97 because we have more eligible projects than funds
available in this category. For the first time in ISTEA history, we are concerned that state plan
priorities may go unmet because of balances in inappropriate categories.

Enhancements

Mandated set-asides, like transportation enhancements, provide another example of how well-
intentioned federal programs can be problematic for the states.

There are other ways in which the enhancement program could be improved upon. Currently,
enhancement projects are subject to nearly the same federal and state highway rules and
regulations as any other highway project. That is to say, these projects must meet the same
design, environmental, tight-of-way, bid letting and contract administration requirements as any
other highway project we undertake. Administrative costs can easily equal project costs
themselves for small enhancement projects. Project sponsors often find themselves confused and
frustrated over the myriad of rules and regulations involved in these relatively small projects (the
average project in Wisconsin is $120,000). Because of the relatively small size of projects, some
sponsors even report that administrative costs exceed total project costs.

When WisDOT compiled all applicable federal and static regulations into one easy-to-read
tbrmat, the result was a hefty 130-page manual that has received considerable public criticism
since its publication. In addition to incompatible rules, many local project sponsors are not
aware of the numerous federal requirements which must be met under NEPA or the Americans
with Disabilities Act. Many sponsors must often alter their plans several times before they can
be approved.

ISTEA Reauthorization offers an opportunity to not only eliminate or streamline the
enhancement program, but also to move forward with the original intentions of a block grant
approach.

Ill. NEXTEA: OPPORTUNITY FOR A BOLD NEW PROGRAM

When it fashioned ISTEA, Congress clearly moved in the right direction. In the next year,
Congress has the opportunity to move forward and fally implement the original intentions of a
block grant approach. The challenge of NEXTEA will be to make decisive choices and
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communicate the choices directly so that public expectations are clear.

The fundamental question to be answered when fashioning NEXTEA: What are the appropriate
federal and state roles in planning and financing highway system investments other than the
National Highway System?

Prior to ISTEA. there was a clearly established national interest in the Interstate, and urban/rural
routes which warranted close federal oversight to ensure that funding was usea to improve
specific local systems. With completion of the Interstate system and enactment of ISTEA,
Congress moved toward a new vision for surface transportation in America. one which narrowed
the federal interest to the National Highway System and shifted most responsibility for priority
setting to the state and local level. This is especially true on projects not on National Highway
System routes, where the federal role is limited to providing resources (both financial and
technical assistance) to help meet the needs identified by state and local planning processes.

In Wisconsin, we embraced this new vision aid embarked on an intensive long-range planning
process that has been nationally recognized fcr its public outreach and state-of-the-art modeling.
We engaged thousands of Wisconsinites in developing this long-range transportation vision for
the state.

Congress should reaffirm its commitment to and trust in ISTEA's planning processes when it
reauthorizes the program next year. Congress should clearly communicate its faith in local
priority setting and expect some differences, since each area's transportation needs will be
tailored to unique state and local environments.

The current situation of mandated set-asides hinders the planning process by encouraging
constituencies to have their pet projects guaranteed by Congress, rather than validated by local
planning and political processes.

Congress now has the opportunity to take bold steps forward in fully implementing many of the
intentions of ISTEA. I urge Congress to take the following actions during ISTEA
reauthorization to redefine the federal role and restructure programs more effectively:

• focus the national interest on the National Highway System;

continue to devolve program responsibility ' to the states;

a create a true block grant program; and

' ensure federal accountability through an annual certification process.

In the past, the Federal Highway Administration's (FHWA) traditional paradigm was one of
control. It wanted to ensure that Congressional intent was carried out by carefully monitoring all
funds, reviewing all plans and decisions, and imposing very detailed information gathering and
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reporting systems on top of existing state systems.
FHWA's future role should focus on how states do business; making sure they plan and manage

programs correctly rather than focusing on how money Is spent.

An annual certification process would shift Surface Transportation Program delivery and
compliance responsibilities to state agencies. The underlying premise is that states have all the
incentive needed to get the biggest bang for the buck. After all, state legislatures are just a-s
interested in efficiency as Congress. Annual reporting mechanisms can also certify that projects:

, meet all applicable federal environmental, uniform relocation and civil rights laws; and

will be constructed, operated and maintained in accordance with state-approved standards
and procedures, including safety requirements.

WisDOT reviewed U.S. DOT's newly published ISTEA Reauthorization booklet outlining the
administration's current policy statement and principles. We will be providing comments
directly to U.S. DOT which encourages it to work with states on an individual basis to ensure
accountability while avoiding unnecessary red tape.

IV. CONCLUSION

In conclusion, we need to focus on building upon the strengths of ISTEA. But. in doing so, we
need to pay special attention to avoiding the pitfalls. Reauthorization offers a prime opportunity
to refine federal, state and local roles in surface transportation programs.

Thank you for this opportunity to share my thoughts and ideas. I urge you to give them careful
consideration so we can provide the most efficient transportaion for the people of Wisconsin.
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Mr. Chairman and Members of the Committee, my name is Buddy Villines. I am on the
Board of Directors of the National Association of Regional Councils (NARC). I am also the
Chairman of the Association of Metropolitan Planning Organizations (AMPO). AMPO, a
non-F rofit corporation affiliated with NARC, was established in 1994 to provide a technical
assistance, information exchange, and policy development forum for MPOs of all sizes
across the country.

On behalf of our members, I appreciate your invitation to testify before the Subcommittee
on matters concerning the Surface Transportation Program. My testimony today reflects the
policy positions collectively developed by more than 110 MPOs that are members of
NARC/AMPO. They also reflect my personal experiences as County Judge in Pulaski
County, Arkansas, the past Chairman of the Board of Metroplan, the MPO for the Little
Rock metropolitan area, and as the former Mayor of Little Rock.

Metroplan recently had the privilege of hosting our state association of MPOs annual policy
officials meeting at which Congressman Hutchinson was the keynote speaker. The
Congressman did an excellent job in discussing the reauthorization of the Intermodal Surface
Transportation Efficiency Act (ISTEA). As local elected officials, we were pleased to hear
him talk of the emphasis that this Congress is placing on pushing decision-making out of
Washington and as close to the people as possible. We believe that ISTEA has done that.

Over the last year, the local elected officials and professional staff of our member MPOs
have been engaged in a discussion of the philosophy and framework of ISTEA. We have
undertaken a searching assessment of ISTEA implementation and a self-examination of our
own institutional and technical capacities as MPOs. One product from those discussions is
a document titled "ISTEA II: Building A Coalition/Concepis for Discussion. " AMPO
identified what we believe to be the key issues for ISTEA reauthorization as the first step in
seeking consensus on the fundamental principles regarding the federal role in transportation.
It was and is our aim to further the dialogue among the key stakeholders in this debate. With
your permission, I would like to include this document as part of the record.

National Interest I want to begin by stating that we believe there has been and always will
be, a national interest in surface transportation beginning with national defense and carried
forward to enhance our national economy. My experience tells me that no one level of
government alone can shoulder the burden of meeting our Nation's transportation needs.

We believe strongly that the national interest in transportation extends beyond the Interstate
and National Highway System facilities. ISTEA's reauthorization should reaffirm and
strengthen the critical national interest in effective Metropolitan Transportation Systems
which support regional economies.
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These regional or metropolitan centered economies are the building blocks of our national
prosperity and their continued vitality is essential to the Nation's ability to compete globally.
Today, over 75% of all Americans live and work in metropolitan areas. At some point in the
distribution chain, nearly all goods must move to, from or through our metropolitan areas.
It becomes critical, then, that the Metropolitan Transportation Systems function efficiently.

Consequently, we believe that is important that the federal transportation program address
issues of metropolitan mobility and access for both passengers and freight, intermodal
connections, safety, quality of life, environmental compatibility and support for continued
economic and community development.

Surface Transportation Program. ISTEA's philosophy as embodied in the preamble of theAct has led to unprecedented innovation, collaboration, consensus and vision. All despite
the lack of full funding. The Suface Transportation Program (STP), with its broad eligibility
and flexibility provisions epitomizes ISTEA's philosophy. Through enlightened state and
local partnerships, we have invested in projects that will make a real difference in the lives
of our citizens, businesses, and metropolitan economies.

For example, in my area, the spirit of cooperation spawned by ISTEA helped bring about
such a strong sense of common destiny and purpose to the eight cities in Pulaski County thatwe were able to pass a county-wide sales tax to redevelop our river front. We will use STP
funds to invest in transportation improvements - roadway, transit, pedestrian and waterborne -- to serve new facilities that we hope will lead to a rebirth of our central business
districts.

In the first year of ISTEA, STP's flexibility also allowed our MPO to fund new alternative
fuel buses for what, at the time, was the Nation's oldest bus fleet. The new buses are
important to us in our efforts to maintain our air quality attainment status.

The Surface Transportation Program has provided metropolitan areas across the country with
flexibility to invest in innovative projects that will have a positive impact on the effective
functioning of their current and future metropolitan transportation systems. For example, the
Philadelphia MPO has set aside STP funds to invest in signage and intersection
improvements to enhance freight movements at two of their port facilities. The Cincinnati
MPO has invested STP funds in an abandoned rail right-of-way in an extremely congested
part of the metropolitan area to ensure that commuter rail or light rail can remain a viable
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option as they decide the future transportation investment strategy for the heavily traveled
eastern corridor of their region.

The St. Louis MPO is planning to use STP funds for a number of projects identified by their
Intermodal Advisory Committee, including for example, the expansion of an existing
roadway to provide better access to a major truck terminal in their region. The San Diego
MPO is using a portion of its STP funds to leverage additional financing for a variety of
highway and transit projects funded largely through the revenues from a one percent local

sales tax. They are also using a portion of their STP funds to support their freeway service
patrol program which provides roving tow trucks for improved incident response and
management.

Prior to ISTEA's enactment, the Milwaukee metropolitan area received approximately $5
million per year in Federal-Aid Urban Funds. Their apportionment of STP suballocated
funds is now about $20 million per year. With this four-fold increase in guaranteed funding,
the Milwaukee MPO has been able to program STP funds for long-deferred improvements

to state urban, county and local highway arterials. The funds have been used for highway
restufacing, reconstruction, widening, and gap completion on major arterials that are critical

components of the region's Metropolitan Transportation System.

Partnerships and Suballocation. The essence of ISTEA is the partnership arrangement.
An important lesson we have learned from ISTEA is that collaboration produces better
results - whether measured by cost-efficiency, by success in meeting national objectives, or

by community support. However, for there to be a true partnership between the state and
local government, there has to be a real local role in deciding the transportation investment
plan -- that is, in the programming of funds.

ISTEA provided a first step for local governments by suballocating STP funds through
MPOs. Our ability to tailor the use of funds to solve the increasingly complex problems of

our metropolitan areas is critically important. Where the collaborative process has worked
well, it has produced better investment decisions. However, in too many places, key funding

sources are off-limits. NHS, Interstate, and Bridge funds are considered "state-only, local-

hands-off' with little of the cooperative decision-making envisioned in ISTEA.

We believe ISTEA's reauthorization should reinforce the metropolitan transportation systems

concept and enhance the partnership approach between states and local governments.
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Therefore, we recommend tie Committee consider an alternative approach to suballocation
by giving the states the authority to adopt, in joint cooperation with its MPOs, a formula for
the distribution of all transportation revenues to each MPO area.

As we envision it, such a process would work the same way highway planning funds are
distributed within each state. Currently, Section 104(f) of Title 23 of the U.S. Code requires
that each state aad its MPOs jointly develop a formula for distributing planning funds that
considers such factors as "population, attainment of air quality standards, metropolitan area
transportation needs, and other factors necessary to provide for an appropriate distribution."
The key to success, however, is the requirement that the formula be jointly developed.

In discussions about this approach, concerns have been expressed that the ability of areas to
compete for large projects might be impaired, or that the process might become embroiled
in intrastate political battles. We believe these concerns can be overcome with a number of"protections." For example, the states would be required to establish, in cooperation with
the MPOs, substate and metropolitan suballocations prior to development of metropolitan
and statewide Transportation Improvement Programs (TIPs), giving adequate consideration
to population, vehicle miles traveled, air quality attainment, degree of congestion, condition
of facilities, and requirements of projects of statewide significance. Simply requiring an
open and objective process with documentation of factors used in the allocations should be
an improvement. In addition, ISTEA requires a formal federal review and re-certification
of the MPO process, including the state's responsibilities in that process, every three years.
A state's good faith efforts in the suballocation process could be subject to certification
review.

We believe this approach could:

* provide additional flexibility in resource allocation,

* ensure linkages to national goals and objectives,

* enhance the partnership arrangement; and,

* strengthen the investment decision process in support of transportation systems.
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At the same time, we recognize that there are both perceived and real risks associated with
abandoning the statutorily defined STP suballocation, and that there remain serious issues
to be resolved with such a proposal. Still we believe that a rapidly changing world requires
us to think "out of the box" on occasion. We offer this as a conceptual proposal and believe
that it is worthy of further discussion.

Finally, Mr. Chairman, we must acknowledge that the federal transportation program, and
the ISTEA framework in particular, is a bold experiment in federalism. Implementation of
a fundamentally different national transportation policy direction through state and local
cooperation is a radical approach, perhaps taken before its time. Nevertheless, much has
been achieved in an era of rapidly changing public policy -- and with unprecedented fiscal
constraints. We hope that you view criticism of ISTEA's implementation and practice in this
light. The dynamic of the "working through" of competing interests and philosophies cannot
fully satisfy all the participants, but will - and has - produced better decisions. Criticisms
should be interpreted carefully to avoid tossing the "baby" of ISTEA out with the
"bathwater" of conflicting agendas.

We appreciate your asking us to participate in the Subcommittee's hearings. We look
forward to working with the Committee to seek ways in which to better streamline the
planning process without sacrificing ISTEA's intended discipline and accountability with
respect to national policy and program objectives.

Thank you for the opportunity to testify today. I respectfully request that my statement and
attachments be made part of the official hearing record, and I will be happy to answer any
questions you may have.
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This is a preliminary document that
represents initial thoughts on the
reauthorization of the Intermodal Surface
Transportation Efficiency Act (ISTEA).
The concepts presented are intended to
stimulate discussion, and are necessarily
general. These thoughts should be viewed as
the Association of Metropolitan Planning
Organizations' (AMPO) first step in seeking
collaborative efforts to form a consensus on
a framework and policies for ISTEA's
reauthorization.
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"Metropolitan or regional cooperation
seems to be the wave of the future, not
only because of the voluntary actions of
local officials, but because the federal
government and various state
governments have encouraged this
approach to problems requiring
comprehensive areawide planning."

The Municipal Yearbook: 1995.
International City/County Management
Association.

rni
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STRENGTHEN OUR ABILITY TO COMPETE

I
LONG-TERM, SUSTAINED INVESTMENT IN
AN INTEGRATED TRANSPORTATION
SYSTEM THAT RESPONDS
SIMULTANEOUSLY TO NATIONAL, STATE,
REGIONAL, AND LOCAL NEEDS, IS
ESSENTIAL TO AMERICA'S CONTINUED

44 ECONOMIC COMPETITIVENESS IN WORLD
MARKETS
In passing the original ISTEA in 1991, the US.
Congress recognized that the nation's ability to
compete successfully in world markets dependsUpon moving people and freight between points of

Production and consumption quickly and efficiently.
The capacity, safety and convenience of our roads,
transit systems, airports, seaports and railways are
critical to provide the jobs and the goods and
services required for a healthy economy and a
cohesive, opportunity-based society.

37-734 97 - 34
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BUILD STRONG REGIONAL ECONOMIES
II

STRATEGIC, COORDINATED INVESTMENT IN
THE TRANSPORTATION SYSTEMS SERVING
AMERICA'S ECONOMIC REGIONS BUILDS A
STRONG NATIONAL ECONOMY.
Economic interdependence of cities and suburbs
throughout America has given birth to modern multi-
jurisdictional communities that are metropolitan in scope.
These urban regions are now the economic engines
driving the nation's economy, and their continued vitality
depends upon the efficient intermodal flow of goods and
people both within and among them. While most of this
movement takes places on these metropolitan
transportation systems, rural and interstate flows are
critical as well. The partnership in planning and decision
making among federal, state, metropolitan and local
transportation providers that was started by ISTEA will
ensure the coordination required to integrate state,
metropolitan and local transportation facilities and
services into a unified and efficient system.
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LET TRANSPORTATION PAY FOR ITSELF

i III
TRANSPORTATION TRUST FUND REVENUE

9 41 SHOULD BE FULLY INVESTED AND ITS USE
LIMITED TO TRANSPORTATION PURPOSES.
During these times offiscal austerity, no one should
expectfederal user-tax revenues to be increased to
fully fund the growing demands being placed on the
nation's transportation system. It is reasonable to
expect, however, that taxes presently levied on
transportation users to maintain transportation
systems are, in fact, used for that purpose.
Reauthorization of ISTEA and other appropriate
congressional action should ensure that:
e Funds derived from the gasoline tax are

returned to the Highway Trust Fund;
* The Highway Trust Fund is taken "off

Budget" so that the special user tax being
paid by citizens is, in fact, used for the
purposesfor which the tax is levied,
Regardless of the trust fund level, the
proceeds of the Highway Trust Fund and the
Mass Transit Account are fully invested in a
timely manner.
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MEET THE NATION'S DIVERSE NEEDS

IV
FLEXIBILITY IN THE USE OF TRANSPORTATION
FUNDS IS ESSENTIAL TO MEET THE DIVERSE
NEEDS OF THE STATES AND METROPOLITAN
AREAS.
ISTEA recognized that many modes of travel are needed to
contribute to the safe and efficient movement of people and
freight. It also recognized that the mix of appropriate modal
investments will vary among metropolitan areas because of
their different development patterns, funding histories and
local goals. For example, the level of investment for public
transit will vary from one metropolitan area to the next; the
need to accommodate these different circumstances is critical.
Flexibility should be provided to accommodate the diversity
oflocal needs and to promote wise investment decisions. The
successes achieved in the Surface Transportation (STP) and
Congestion Mitigation and Air Quality Programs (CMAQ) are
attributable to the flexibility in those programs.
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PRESERVE AND STRENGTHEN
THE PARTNERSHIP

V
A STRONG FEDERAL, STATE, METROPOLITAN
AND LOCAL PARTNERSHIP IS ESSENTIAL TO
THE BUILDING OF AN INTEGRATED AND
BALANCED TRANSPORTATION SYSTEM.
When Congress formulated ISTEA, it established the

framework to encourage state and local partnerships.
The partnership was reinforced by a formula to allocate
Surface Transportation Program (STP) revenues to
eligible metropolitan areas. As a result, states and
MPOs have engaged in extensive collaborative decision-
making. Strong state MPO partnerships have evolved
that serve needs at all four levels -- national, state,
metropolitan and local. These still youthful partnerships
should be strengthened and new opportunities for
collaboration expanded in reauthorization of ISTEA.
Building on ISTEA's framework, each state should be
given the authority and responsibility to adopt, in
cooperation with its MPOs, aformula for the distribution
of all transportation revenues to each MPO area.

r.
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TAKE ADVANTAGE OF LOCAL INSIGHT

VI
THE PLANNING AND DECISION MAKING
MODEL EMBODIED IN ISTEA FOR MPO
PLANNING AREAS WITH POPULATIONS OF
200,000 OR MORE HAS BEEN PROVEN
EFFECTIVE AND SHOULD BE EXTENDED TO
ALL MPOs, REGARDLESS OF SIZE.
Local elected officials and citizens in ALL MPOs should
have the opportunity to participate in decision-making
that vitally affects their communities. If the MPO does
not wish to assume such responsibility, they should have
the option to maintain their present status.



1053

GIVE EVERY AMERICAN A VOICE

VII
fft PUBLIC AND INTEREST-GROUP
>PARTICIPATION IN TRANSPORTATION

DECISION MAKING HAS NEVER BEEN
HIGHER OR MORE OPEN ... IT SHOULD
BE REINFORCED IN REAUTHORIZATION.
The original 1S7EA gave unparalled opportunities
to citizens, interest groups and local elected
officials to participate in transportation decisions
that affect their daily lives. They have voiced
opinions on the selection of projects, the
allocation of transportationffunds among projects,
air quality mitigation measures, and other issues.
ISTEA made these opportunities a fact of life
across America. As a result of this involvement we
are experiencing the reshaping of transportation
investments. ISTEA should continue to be, a
model piece of legislation for ensuring broad-
based citizen and local elected official
involvement in federally supported transportation
programs that impact our local communities.

C05
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PROMOTE SOUND INVESTMENT DECISIONS

VIII
THE DECISION MAKING PROCESS SHOULD BE
STREAMLINED BY RETAINING THOSE
PROVISIONS IN ISTEA THAT DELIVER WISE
INVESTMENTS.
ISTEA followed sound management practices by
requiring transportation plans and transportation
improvement programs (TIPs) be fiscally constrained.
The USDOT also promulgated regulations requiring the
use of "major investment studies" (MISs) as a means of
selecting the best projects to be included in
transportation plans and TIPs. These initiatives ensure
that efficient and effective investment decisions are
made, and should be reflected in reauthorization. The
USDOT should be careful, however, not to be overly
prescriptive in carrying out the positive intent of such
directives.
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ENSURE USDOT/ISTEA COMPATIBILITY

Ix
USDOT'S REORGANIZATION AND
PROGRAM CHANGES SHOULD OCCUR
SIMULTANEOUSLY WITH ISTEA
REAUTHORIZATION.
The USDOT should be organized to deliver efficient
services. Since its services are defined by the
Congress, it follows that DOT's organizational
structure should align with its authority and
responsibilities outlined in its legislative mission.
The pending USDOT reorganization proposal
should be synchronized with the reauthorization of
ISTEA and a revised organizational form be
related to ISTEA 's programs, funding, and policy
directions. However, in the interim, rationalization
of the department's field structure to achieve
efficiencies in program management and
administration is desirable, and should be pursued
Such rationalization should be consistent with
IS7EA's programs, especiallyfocusing on improved
service delivery in metropolitan areas.
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ENHANCE THE COORDINATION OF
TRANSPORTATION AND AIR QUALITY
PLANNING

X

THE CONFORMITY PROCESS HAS PROVEN TO BE
A COSTLY AND INEFFICIENT TOOL FOR
ASSURING CONSISTENCY OF TRANSPORTATION
AND AIR QUALITY GOALS, AND SHOULD BE
SIMPLIFIED WHILE MAINTAINING THE
COMMITMENT TO CLEAN AIR.

In non-attainment areas, vehicle emissions are part of the
problem and their reduction must be part of the solution.
However, the current law and regulations on conforming
air quality abatement plans are too burdensome and
produce unnecessary costs and delays to the transportation
planning and programming process. The conformity

t provisions in ISTEA and the Clean Air Act should be
simplified to. (1) ensure that reduction measures committed
by the transportation sector are implemented in a timely
manner; and (2) to require that conformity of the 20-year
long range transportation plan is assessed on the basis of
the existing state air quality implementation plan to either
attain air quality standards or to maintain them.
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FACT
In 1990, approximately 77 percent of the U.S. population lived
in metropolitan areas, compared to 63 percent in 1960. The
Public Capital, Spring 1990.)

FACT
In 1992, Americans spent $463.7 billion on transportation, or 11 .3
percent of total personal expenditures. (National Transportation
Statistics: Annual Report: 1993, Bureau of Transportation Statistics, USDOT)



1058

PETER J. VISC1OSKY

C060AME ON A?:40P. IONS

CONMM4Ws.- gnuE CAUIV

66O.4TbtASTAGOVKST
CvfONSSio(AL COALFl634

4PWAT4AARO

Congreo of tbe 'Mniteb States
j1ouge of Aeprgentatibte

Masfinton, MC 20515-1401

So" PAY N BLAfl4G
WA54WOTON.DC MG16,6I a I

CHYA~O 364"1

11 WES UTM AVA

1 W164 a-46

P1 44 OTV K3LL

VM.PAAA0O Cry AL
UK U140OLWWAY

V4.P'AAANW O. son36
(2100464-0319

Testimony of Congressman Peter J. Visclosky (D-IN)
Regarding the Surface Transportation Program

Subcommittee on Surface Transportation
2167 Rayburn House Office Building

July 25, 1996

TM STAI1ONMC PWTI0 0W PAKI MAMI 0 ECMCG F4MERS



1059

Chairman Petri, Mr. Rahall, members of the Subcommittee, I would like to thank you for
the opportunity to appear today at your hearing on the Surface Transportation Program (STP).

My remarks today will focus on the STP set-aside for highway-rail grade safety
improvements. As you know, the Highway Safety Act of 1973 led to the establishment of the
Rail-Highway Crossing Program, also known as the Section 130 program. The program's goal is
to provide federal funds for state efforts to reduce the incidence of accidents, injuries, and
fatalities at public railroad crossings. The program currently provides states with railroad
crossing funds as part of a 10% set-aside of each state's STP funds. The states use these funds to
build underpasses and overpasses, install passive or active warning devices, and improve
pavement surfaces and markings.

Accidents at railroad crossings are the leading cause of deaths associated with the railroad
industry. Almost half of all rail-related deaths in the United States are the result of collisions of
trains and vehicles at public railroad crossings. Section 130 funds are clearly essential to help
states curtail the incidence of accidents at public crossings. However, I believe these funds could
be distributed in a more cost effective and equitable manner. I have introduced legislation, the
Highway Rail Grade Crossing Safety Formula Enhancement Act, H.R. 3000, which would
provide states which have the most crossings, and the most accidents at crossings, with more
federal assistance for highway rail grade safety.

This lifesaving, bipartisan legislation would provide a more effective method of targeting
available federal funds to enhance safety at our nation's most dangerous highway rail grade
crossings. Specifically, H.R. 3000 would improve the federal funding formula to account for risk
factors that identify which states have significant grade crossing safety problems. The factors
considered in the bill include a state's share of the national total for public highway rail grade
crossings, its number of crossings with passive warning devices, and its total number of accidents
and fatalities caused by vehicle-train collisions at crossings.

Maximizing the return from federal funds requires that they be targeted to areas with the
greatest risk. In a 1995 report to Congress on the status of efforts to improve railroad crossing
safety, the General Accounting Office (GAO) found anomalies among the states in terms of the
funds they received in proportion to three key factors: accidents, fatalities, and total crossings.
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Rep. Visclosky
Page 2

Several hundred people are kilkd, and thousands more injured, every year in the United
States as a result of vehicle-train collisions at highway-rail grade crossings. A significant
number of these accidents occur in rail-intoisive states, such as Indiana, Illinois, Ohio, and
Texas. Almost one quarter of the nation's 168,000 public highway rail grade crossings are
located in these four states. They accounied lr 33.5 percent of deaths and 29 percent of injuries
caused by vehicle-train collisions nationwide duing 1991-1993. Overall, 23 states would
receive an increase in Section 130 funds for grad, crossing improvements under H.R. 3000.

We have a unique opportunity to maximize existing resources, improve safety at highway
rail grade crossings, and save lives. The establishment of a new funding formula is an innovative
step in that direction. By targeting funds to states on the basis of risk factors, we can put scarce
resources to work and use a common sense approach by allocating federal dollars where the need
is greatest. Given the limited resources available for railroad crossing safety, it is crucial that
available funds be targeted to the most cost-effective approaches. I urge the Subcommittee to
recommend this change to the formula for funding highway-rail grade safety improvements when
considering ISTEA reauthorization next year.

I would again like to thank the Subcommittee for providing me with the opportunity to
testify today.
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Mr. Chairman, Congressman Rahall, Members of the Subcommittee, I am Kurt weinrica,

Director of the Regional Transportation Commission (RIC) of Clark County, Nevada. I would

like to thank you for the opportunity to appear before the Subcommittee regarding the RTC's

views on the Surface Transportation Program (STP) in the Intermodal Surface Transportation

Efficiency Act of 1991 (ISTEA). I request that the written testimony I have submitted be

entered into the Subcommittee's record.

As a preface to the RTC's views on the STP, I would like to provide you with some background

information on the RTC and its operating envii-onment. First, the RTC of Clark County,

Nevada is a public agency created under the laws of the State of Nevada. The RTC serves as
the Metropolitan Planning Organization for the Las Vegas metropolitan area. Second, the RTC

is the county gasoline tax agency and the public transit operating authority. The RTC is not

only a multi-modal planning entity, but a multi-modal service provider funding well over $100

million annually in new roadway construction and operating a mass transit system that moves

over 3.0 million passengers a month and recovers over 50 percent of its operating and

maintenance costs from the farebox. (5.q Exhibit A).

Over the last several years, the Las Vegas metropolitan area has experienced phenomenal

growth. As shown in Exhibit B, between 1980 and 1995, population and employment increased

by over one third. By the year 2010, the population of Las Vegas is expected to exceed 1.5

million residents and employment is expected to exceed 750,000 jobs. In 1995, Las Vegas

welcomed over 29 million visitors and, with over 100,000 hotel rooms, Las Vegas is a world

class destination resort and convention center. In addition, Las Vegas is rapidly diversifying its

economy and becoming a regional business center for finance and a major western distribution

center for trucking and air freight. With Nevada's positive business climate, strategic location,

and reputation as a tourist destination, it is clear why Las Vegas is the fastest growing urban

area in the United States. The historical trends demonstrate that the RTC's task of planning,

funding, and operating a multi-modal transportation system is becoming increasingly more

,:omplex from year to year.

11W
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This complexity is best demonstrated by the findings from the RTC's Regional Transportation

Plan and Transportation Improvement Program. Currently, 53 percent of the Las Vegas

Valley's roadway system operates at or above capacity. Within the Resort Corridor, vehicle

demands regularly exceed the streets' practical capacity. Citizens Area Transit (CAT), the fixed

route bus system operated by the RTC, moves ever 35,000 passengers per day on the route

serving Las Vegas Boulevard (the Strip). Valley wide, CAT carries over 3.0 million passengers

per month, and ridership is growing at a rate of 3.2 percent per month. (.Se Exhibit C).

By the year 2015, the Las Vegas Resort Corridor (shown in Exhibit D) will require that an

additional 18 east-west and 21 north-south freeway lanes be constructed to meet projected

demand. There is not enough real estate available to pave in this fashion. Even if such a

monumental and unprecedented road building plan could be realized, congestion and delay

experienced by the motoring public would not be expected to improve over current conditions.

More importantly, such a road building program would generate emission levels that would

definately put the Las Vegas urbanized area in violation of the National Ambient Air Quality

Standards and the Clean Air Act Amendments of 1990. In fact, the Las Vegas Valley is already

in moderate non-attainment for Carbon Monoxide and serious non-attainment for Particulate

Matter less than 10 microns. If the Las Vegas Valley is going to accommodate future growth,

improve mobility options for tourists and citizens, and meet the requirements of the Clean Air

Act Amendments of 1990, then future transportation improvements must be multi-modal.

Given the success of the Citizens Area Transit system, we believe that Las Vegas has progressed

to a point where a thorough analysis of transportation alternatives is essential. To that end, the

RTC has been conducting a Major Investment Study for over a year to identify regionally

significant high capacity transportation improvements for the Resort Corridor. It is clear from

the work completed to date that a rail system, carefully planned to serve both the rapidly

growing population as well as the tremendous growth in visitors, is warranted.

The RTC is now considering the comparative merits of constructing a fixed guideway system

consisting of 14 miles of elevated guideway serving 29 stations. Preliminary analysis indicates
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that the preferred investment strategy will likely include a phased program consisting of both

enhancements to the roadway and the fixed route bus transit systems, and the construction of a

fixed guideway system. Ibis action seems best suited to achieving the RIC's goals of

alleviating long term congestion, assuring the Vailey's continued economic vitality, and

providing a desirable quality of life for citizens and visitors.

The RTC contemplates that a substantial portion of the construction costs for a fixed guideway

system will be paid for through a fair share funding plan that will consist of local public dollars

as well as cash contributions from the private resort industry. Th- RTC is looking at innovative

financing techniques that include tax increment financing, value capture, joint development

opportunities, and a transportation infrastructure investment bank. It is within this context of

this rapid growth, growing reliance on multi-modal services, and a desire to creatively finance

transportation investments that I wish to address my remarks on the STP.

The RTC wholly supports the Congressional policies outlined in the ISTEA and the STP. The

decisionmaking authority allocated to MPOs has proven effective with respect to RTC leveraging

STP funds with local funds for regionally significant projects. The RTC believes that the STP's

broad statutory mandate should remain and that an increased emphasis should continue on the

flexible use of funds in the reauthorization proposal. Transit agencies and state DOTs must out

of necessity be encouraged to form partnerships which will enable then to effectuate major multi-

modal investments. The RTC believes a public transit authority cannot and should not have the

sole financial responsibility for financing major investments.

The RTC encourages the Subcommittee to consider a reauthorization proposal that leaves the

option of whether to transfer funds from the STP to the FTA capital program a local and state

decision as it pertains to project implementation. Specifically, we would recommend dat a

transit agency and a State DOT be permitted to move -orward project financing without taking

the steps of transferring funds to the FTA capital program and then subsequently applying for

those funds through the FTA grant process. The advantages of this approach include reducing

administrative burdens and the facilitation of a streamlined approach for the development of
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creative financing schemes through mechanisms such as infrastructure development banks,

certificates of participation or state revenue bonds.

Furthermore, we recommend that the Subcommittee require that such a flexible approach only

be allowed after the completion of an MIS, local adoption of a preferred investment strategy,

and creation and execution of the appropriate financial arrangements between the State DOT and

the public transit authority. By coupling project financing requirements to the MIS, the

Congress will improve the strength of the MIS process, encourage intergovernmental

cooperation, and assure that Federal requirements are included at the earliest stages of the

planning process. Already, FTA and FHWA are active participants in the MIS process and

therefore both agencies have ample opportunity during project development to ensure that STP

funds are expended in a manner that meets local, state, and national objectives.

Currently, many state DOTS use Federal funds to back bonds sold to support roadway

improvements. By encouraging direct STP financing of transit projects through a state DOT,

public transit authorities may be better positioned to lower their financing costs for major

investments. This would be possible because the transit agency will benefit from using the

creditworthiness and bonding capacity of state government.

With regard to the STP program in Nevada, I would like to point out that Nevada operates under

a special rule governing the formula for the distribution of funds. See 23 U.S.C. §

133(d)(3)(C). In most states, the majority of STP funds are allocated by statutory provisions of

ISTEA to urbanized areas. In Nevada, a special provision of ISTEA reverses the distribution

formula and allocates 65 percent of the STP funds available to the Nevada Department of

Transportation (NDOT). As a result, urbanized areas receive only 35 percent of STP funds,

even though the two urbanized areas (Las Vegas and Reno) population accounts for 90 1wrcent

of the total state population.

In dollar terms, the urbanized areas have received $53 million in STP funds under the Nevada

Special Rule. Under the national formula, the urbanized areas would have received $95 million.
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The NDOT has been effective in spending the statewide SiP funds in the Las Vegas urbanized

area. However, the projects are very large in scope and cost, and consist of freeway widenings

and new interchanges on the interstate system. This emphasis on large costly projects has

resulted in delays by the NDOT in implementing smaller STP urban area projects programmed

by the RIC in the TIP.

In reviewing the obligation rates for the STP in Nevada, the NDOT has obligated 73 percent of

the total STP funds available. The Las Vegas urbanized area has seen $17.9 million of the SIP
urbanized allocation obligated since 1992. This is 48 percent of the maximum amount of funds

available for obligation under the STP urbanized allocation. We would like to point out that the

state has allocated a portion of the 65 percent statewide SIP funds to the Las Vegas urbanized

area, but such allocations have varied dramatically and have been unpredictable in amount.

Furthermore, those statewide STP projects in the Las Vegas urbanized area have tended to be

large and costly NHS projects as compared to those projects financed by the urbanized area

allocation. As a result, the RTC's ability as the MPO to undertake projects with flexible STP

funding ic affected by insufficient and uncertain financial resources.

We believe, as does the NDOT, that the special rule is in direct contravention to the legislative

intent of the STP to direct funding to urban centers with significant transportation needs. The

increased availability of STP funding could be an important part of any fair share financing

package for a rail project in the Las Vegas area. Accordingly, the RTC requests that the special

rule in ISIEA be repealed. The NDOT Director has stated on the public record several times

that they also support this request.

The RTC also suggests that reauthorization of the SIP must strengthen the intergovernmental

processes between local/state government and the U.S. DOT so as to encourage and facilitate

the timely obligation of SIP funds. Only through joint cooperative efforts will MPOs, transit

operators and state DOTs improve their performance in obligating funds. Indeed, our earlier

recommendation on streamlining project financing will surely lead to improved obligation rates,

more creative project financing, lower project costs, and the early completion of multi-modal
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projects.

In closing, the RTC, as an MPO, a highway funding agency, and a public transit authority,

strongly supports the STP. It is a program that encourages cooperation, allows for broad

program flexibility and, as the RIC progresses forward with the start-up of a it.. project,

provides support for multi-modal solutions to urban transportation problems. The RTC believes

the STP can be nationally strengthened and enhanced by a streamlining of the Federal process.

Further, within Nevada, repeal of the ISTEA special rule will restore the legislative intent of the

STP and allow the RTC to more effectively and creatively address the significant congestion

problems experienced in the Las Vegas Valley.

Thank you.
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Las Vegas Resort Corridor
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ADDITIONS TO THE RECORD

INTRODUCTION OF
THE 1-94 INTERNATIONAL TRADE ALLIANCE

To THE U.S. CONGRESS
HOUSE OF REPRESENTATIVES

SUBCOMMITTEE ON SURFACE TRANSPORTATION
JULY 25, 1996

STATEMENT SUBMITTED BY
DENNIS W. ARCHER

MAYOR OF THE CITY OF DETROIT
AND

EDWARD H. MCNAMARA,
WAYNE COUNTY EXECUTIVE

Today, we are formally introducing the 1-94 International Trade Alliance.

This public/private partnership met for the first time on June 20 in Detroit. Over

120 people from Windsor, Ontario to Chicago, from government and the private

sector convened to discuss the importance of multimodal transportation in the I-

94 Corridor and how to protect and enhance the economic prosperity and quality

of life of the people dependent on 1-94.

When you consider the facts, it's no surprise that our futures are tied to the

1-94 Corridor. It would be hard to find a job, a business or any other economic

event in Michigan that isn't closely connected to the Corridor.
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For example:

[ Almost 10 percent of all U.S. exports comes from the Detroit and

Chicago metropolitan areas. This depends on 1-94.

1 Detroit's exports of manufactured goods in 1994 ranked first among all

metropolitan areas in the U.S. Chicago ranked 6th. Of that movement of

goods, 79 percent went either to Canada or Mexico. This depends on 1-

94.

" Over 80 percent of Michigan's total manufacturing output is tied to

automobiles and related industries. This depends on 1-94.

[ More than half the region's auto-making facilities and 72 percent of its

auto-making jobs depend on 1-94.

* The Detroit/Windsor border crossings handle more than one-third of all

trade volume between the U.S. and Canada and the largest part of

Mexican-Canadian trade. This depends on 1-94.

" The Ambassador Bridge here in Detroit carries more truck traffic (nearly

2.3 million in 1995) than any other international border crossing in North

America. This depends on 1-94.
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The businesses and the export-import industry of the U.S. greatly benefit

from the Midwest's extensive toll-free expressway system which links almost half

of the U.S. markets in less than a one-day drive. These facilities are tied together

by 1-94, one of the longest toll-free roads in the United States.

1-94 connects. It connects Windsor, Ontario with Detroit and with

southeastern Michigan, Indiana, Chicago, Milwaukee, and Minneapolis, then

westward to Montana. In fact, 1-94 directly connects three of the top ten exporting

markets in the U.S.: Detroit, Chicago, and Minneapolis.

1-94 connects with 1-75 which serves major new automotive facilities and is

the primary Intelligent Highway System Link to major southeastern markets.

1-9 connects with 1-69 for southbound routes in Indiana and beyond. It

terminates at its eastern end at the border crossing at Port Huron, where it links to

Canadian Highway 402, which in turn links to Highway 401.

1-94 connects directly to Highway 401 at Windsor. Highway 431 connects

the Detroit/Winds6r area to Toronto, Montreal, and eastern Canadian seaports.



1075

In addition to highway access, the 1-94 Corridor includes rail services

linking Midwest port facilities, foreign trade zones, distribution centers, and

manufacturing facilities. The Corridor handles major cargoes, including

automobiles, auto parts, steel, chemicals, food products, grain, coal, building

materials, raw materials, and marine containers.

While highways and rail are at the heart of the trade debate - almost 90%

of all trade among Canada, the U.S. and Mexico goes by truck and rail - other

modes are important in the 1-94 Corridor. The airports are major trade centers.

The three Wayne County airports - all served by 1-94 - accommodate 85% of

Michigan's air cargo. O'Hare's airport ranked 9th worldwide among airports in

cargo handled, while Detroit Metro placed 37th. And these airports' worldwide

rankings are even higher in passengers served - O'Hare is 1 st and Detroit Metro

is 13th. Detroit Metro is pursuing a $1.6 billion improvement to reinforce its

critical role in serving people and cargo.

The people aspect of transportation cannot be overlooked in the 1-94

Corridor. Whether its' a high speed rail connection between Chicago and Detroit

(also serving northern Indiana), or the urban transit systems that made
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development of our great cities possible, the re-authorization of ISTEA must

accommodate public transportation.

That's a snapshot of what we have and its importance to our economic

vitality - to the creation and preservation of jobs. But, how do we protect what

we have? How do we protect our network of transportation facilities, the

dominance of Detroit/Windsor border crossings, and the influence they have on

North American trade?

Future versions of federal transportation legislation and funding must

emphasize the maintenance and improvement of this existing investment. By so

doing, a huge region of the United States will continue to serve as an expeditor of

world trade opportunities, helping many communities - large and small

realize a maximum return in jobs on relatively minimal additional expenditures.

1-94, along with the Ambassador Bridge and the Detroit/Windsor Tunnel

should be enhanced with technological improvements, which will allow the border

crossings to be tied into these interstate facilities for ease of customs clearances

and traffic management.
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Routes that feed nearby activity centers off 1-94 should also be

appropriately improved. Enlargement of the Detroit/Windsor rail tunnel to

international double-stack capacity is also needed in order to provide full border

crossing access for all five rail lines serving the industrial facilities in the region.

All of these improvements should be part of the continuing development of

federal transportation legislation and funding. They should be accomplished in

recognition of their positive impact on the social and economic fabric of a multi-

state region, as well as the ripple-wave effects on the people of both Canada and

Mexico.

Maintenance and improvement of this existing and highly used

infrastructure will allow continued development of jobs in population centers of

all sizes. Maintenance and improvement of this infrastructure will also contain

urban sprawl and preserve open space, agricultural lands, and wetlands, thereby

protecting the environment. As a matter of fact, maintenance and improvement of

these facilities is noted in an EPA-funded report on Michigan's environment. That

study indicates two of the six most significant environmental risks facing
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Michigan are the absence of land-use planning and the worsening of the urban

environment due to suburban sprawl and infrastructure degradation. So, like me,

others have found that the failure to utilize the existing transportation

infrastructure - in other words the failure to focus on 1-94 and the

Detroit/Windsor border crossings - will increase threats to our environment.

Clearly, recognition of 1-94 as a primary international trade route should

magnify, rather than diffuse, the industrial base of a large region of the United

States. It should enhance the job base. On the other hand, failure to emphasize

the 1-94 Corridor, failure to improve the U.S.-Canada rail crossing, and failure to

emphasize and improve the Detroit-Windsor auto/truck crossings could have long-

term negative consequences on the economy of a large part of the United States.

So, in order to meet the transportation challenges of the 21 st Century, the

talents and creativity of all levels of government and the private sector have been

drawn together in 1-94 International Trade Alliance. Its goals are: (1) to help

increase the 1-94 Corridor's capacity - for all modes; (2) to improve information

and logistics technology in the Corridor; (3) to work as a team to allow all

communities along 1-94 the opportunity to sustain existing business and industry
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while attracting new developments related to our transportation strengths; and (4)

MOST IMPORTANTLY, to join in a partnership that will allow a focused

message to be articulated about the new version of ISTEA.

You will be seeing and hearing from us over the next 18 months as the

Congress and President Clinton address the reauthorization of the Intermodal

Surface Transportation Efficiency Act. Our message will be consistent and direct.

Our needs will be well-studied, justifie- and defined. Together, we can ensure

that recognition of 1-94 as a primary international trade route will reinforce the

economy of a large region of the United States.

V I

37-734 97 - 35
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August 8, 1996

Congressman Thomas E. Petri
Chairman, Subcommittee on Surface Transportation
2262 Rayburn House Office Building
Washington, D.C. 20515-4906

Dear Mr. Chairman:

Pursuant to conversations with the professional staff of your Subcommittee, I am
enclosing five copies of my testimony regarding the reauthorization of the
Intermodal Surface Transportation Efficiency Act. I would request that my
testimony be included in the hearing record of your July 25th hearing on ISTEA
or in another appropriate hearing record on this important subject matter.

The reauthorization of ISTEA can provide a visionary blueprint for a strategic
and Integrated transportation system planned for the next century. I believe that
my testimony clearly defines a critical role for the National Aviation and
Transportation Center® to assist in the development of a truly intermodal
transportation network that will facilitate commerce, save taxpayers dollars, and
address the findings and recommendations of the National Commission on
Intermodal Transportation. Thank you for providing the NAT Center® with this
important opportunity and I look forward to working with the Subcommittee on
Surface Transportation in the future on these critical national issues.

Sincerely,

Clifford R. B Ph.D., AICP

CRB:t

a--
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TESTIMONY OF DR. CLIFFORD BRAGDON
VICE PRESIDENT FOR ADVANCED TECHNOLOGIES AND PROGRAM

DEVELOPMENT
THE NATIONAL AVIATION AND TRANSPORTATION CENTER

BEFORE

SUBCOMMITTEE ON SURFACE TRANSPORTATION
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE

UNITED STATES HOUSE OF REPRESENTATIVES

INTERMODAL SURFACE TRANSPORTATION EFFICIENCY ACT, 1996

JULY 25, 1996

MR. CHAIRMAN, Members of the Subcommittee, I want to thank
you for this opportunity to testify on behalf of the National Aviation and
Transportation (NAT) Center with regard to the reauthorization of the
Intermodal Surface Transportation Efficiency Act.

As your Subcommittee continues its deliberations on this
important piece of legislation, I know that there will be literally
hundreds of viewpoints expressed as to what the next five years of
surface transportation policy should look like and how we should
spend our increasingly scarce transportation dollars. Your challenge
will be to determine how to follow up on the historic ISTEA bill that,
perhaps for the first time, recognized in statute that the Nation's
reliance on highway construction zaone would not meet the mobility
needs of American commuters and commerce in the future. For that,
you, your Subcommittee and the entire Congress deserve tremendous
credit.

As you weigh the successes and lessons of ISTEA and take a look

five years down the road to where transportaton policy should be
going, I wanted to appear before this distinguished panel to strongly
support continued focus and emphasis on "intermodal transportation"
programs and on the application of advanced intermodal
transportation technologies to enhance overall transportation planning
at lower costs to the Federal, State and local taxpayers of the United
States. To this end, The National Aviation and Transportation Center
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in the Town of Brookhaven on Long Island, New York, has been
working with the U.S. Department of Transportation in Washington,
D.C. and in New York to adopt this approach to bringing state-of-the-
art simulation and related technologies to tackling real-world
transportation problems with a clear focus on developing intermodal
solutions to such problems.

MR. CHAIRMAN, under Title V of ISTEA, Congress called for the
establishment of a National Commission on Intermodal Transportation,
including a call to "study new technologies for improving intermodal
transportation and problems associated with incorporating these new
technologies in intermodal transportation, (subsection (c)(5)." The
Final Report of that Commission, entitled "Toward a National
Intermodal Transportation System (September, 1994) stated that
'Improvements in the U.S. intermodal transportation system are
critical to this Nation's economic health and well-being'. The
Commission report goes on to recommend, among other things, that
the Nation 'expand the intermodal focus of research, education, and
technology development efforts." And finally, the Commission report
strongly recommended that the Federal Government "ensure Federal
policies foster development of the private sector freight intermodal
system and reduce barriers to the free flow of freight, particularly at
international ports and border crossings."

The proposal that I am recommending for inclusion in the
ISTEA Reauthorization bill today is in concert with all of these
recommendations proposed in the Final Report of the National
Commission on Intermodal Transportation and builds upon initiatives
by the NAT Center that are already in progress to address these
important findings and national intermodal transportation policy
recommendations that were generated by the initial ISTEA bill.

Specifically, MR. CHAIRMAN, on behalf of the NAT Center, I am
recommending the authorization of a total of $12,500,000 over the
next five years to allow,, The National Aviation and Transportation
(NAT) Center to establish an "Institute for Intermodal Transportation
Simulation." This Institute would combine the expertise of The NAT
Center and Its existing Intermodal Transportation Simulation System
(ITSS), to provide innovative, quick, accurate, and cost-effective
solutions to the increasing demands of cities, States, and policy
makers for intermodal solutions to our transportation problems. The
NAT Center, armed with an enhanced ITSS under the proposed
Institute for Intermodal Transportation Simulation, will have the
expanded capability to assist States, municipalities and the private
sector to evaluate transportation "connectivity" issues by investigation
solutions to improve mobility, economic and environmental impacts,
safety, security, and produce cost-effective outcomes available to other
States having similar concerns and analogous "connectivity" problems.
Our objective will be to build this innovative Institute into an
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internationally-recognized resource for planning and designing of

intelligent, intermodal systems and transportation-related

infrastructure projects, thereby dramatically reducing both time and

costs attributable to such projects.

MR. CHAIRMAN, the proposed Institute for Intermodal

Transportation Simulation will focus on the core issue of

intermodalism-- that is, the matter of "modal crossing issues." The

NAT Center's unique ITSS capability for modal crossing enables

simulations of vehicles or operation centers, including the efficient

use of our infrastructure and energy resources; improvement of

emergency preparedness, reduction of health, safety, security, and

environmental hazards; and overall growth in the economy. Again, this

primary focus of our proposal is consistent with the most important

findings and recommendations of the National Commission on

Intermodal Transportation, as outlined on pages 27 thorough 28 of the

Final Report, with regard to the importance of intermodal

transportation improvements at international ports and border

crossings. This focus is also in harmony with recommendations set

forth by the Secretary of Transportation, Federico Pena, in his letter

to Congress on May 24, 1996, with regard to the need 'to provide

connections to major ports, airports, international border crossings,

public transportation and transit facilities, interstate bus terminals,

and rail and other intermodal transportation facilities."

More specifically, the Institute would focus the funds provided

in the ISTEA Reauthorization bill on the following critical areas of

study.

Identify gaps in modal service. Once this is completed, develop

selection criteria for intermodal facility alternatives by evaluating

anticipated impacts of each alternative from the perspective of

serviceability, maintenance, expected life cycle, and costs based on

environmental, societal, and social benefits, prior to any federal

allocation for the best practice solution.

Design effective solutions for a myriad of transportation business

needs and work to expand research and development partnerships

with business bringing new intermodal products to market more

rapidly and providing solutions to logistical and transportation

problems,
especially at ports and international border crossings along the

U.S.-Mexico and U.S.-Canada borders.

Use of marketing visualization tools via the ITSS to attract private

funding and private partnerships in support of national initiatives to

maximize the positioning of the United States.

Provide critical support services to public and private sectors by
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fooeuslng on the interrelated nature of all modes of transportation,
basd on land, sea, and air, particularly at ports and international
border crossings along the U.S.-Mexico and U.S.-Canada borders.

Maintain and disseminate information on public and private
intermodal facilities and services using state-of-the-art
technologies.

Evaluate economic development opportunities through The NAT
Center's capability of simulating industrial sites for expansion or
development, and/or creating intermodal transportation hubs,
especially at ports and international border crossings, using
visualization technology coupled with geographic, social,
demographic, and business data.

MR. CHAIRMAN, let me briefly describe why we feel so strongly
that The National Aviation and Transportation Center in New York is
uniquely qualified to take on this critically important intermodal
transportation initiative.

Building upon over 26 years of transportation programming and
research, and the commitment to sharing resources through carefully
forged private and public partnerships, The National Aviation and
Transportation (NAT) Center was developed five years prior to the
enactment of the Intermodal Surface Transportation Efficiency Act
(ISTEA). From inception, The NAT Center was designed to focus on
the application of advanced intermodal transportation technologies
and systems integration at modal crossings. Today, complemented by
its diverse national partnerships and consortial resources, and in
collaboration with industry, advanced technology work in support of
intermodal transportation is carried out in several modes: highway,
maritime, rail, and air. The NAT Center provides resources and
expertise to:

design effective solutions for a myriad of transportation business
needs;

expand applied research and development of partnerships with
business bringing new products to market more rapidly;

provide for technical advancement by implementing specialized
continuing education programs for those already in the field;

expand intermodal transportation degree programs; and

improve the transportation industry's quality management
approach.

To revitalize, and redirect the transportation industry by
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transforming it to it knowledge-based economy that continually
develops new technologies, a unique, intermodal simulation
environment has been developed. Over the past two years, The NAT
Center has developed a $2.87 million Intermodal Transportation

Simulation System (ITSS). For example, the reconfigurable ITSS

makes it possible for a surface vehicle driver, a marine bridge

operator, and a train engineer to approach a multimodal crossing and

for each to simultaneously view it and interact from his own

perspective. The ITSS can then be transformed into a virtual airport,

with air traffic control, pilot, service vehicles, and ground

transportation interacting. The ITSS, 3-D simulation research

network, makes it possible to explore alternative intermodal

transportation scenarios, improve communication and coordination at

modal crossings, help identify feasible and sustainable transportation

technologies, and validate plans and solutions which can advance the

implementation of intelligent transportation systems and

intermodalism world wide.

I am proud to inform the Committee that the NAT Center and its

university partners at the University of Texas at El Paso, have formed a

NAFTA Intermodal Transportation Institute which will focus on how to

facilitate the flow of U.S. goods to new markets in Mexico and Canada

through intermodal transportation, with special focus on how to help

small businesses take advantage of new business opportunities

presented by the NAFTA. Again, this initiative is a reflection of how

the NAT Center and its partners have been at the forefront of

intermodal transportation matters and the importance of intermodal

transportation through our ports and international border crossings.

While the National Highway System has identified the

connectors, much work remains to be done to improve the efficiency

of commercial and traveler movements at these key points. By

undertaking selected connector site studies, the ITSS can provide a

comprehensive reality-based decision modeling and simulation system

for strategic decision making, planning, problem solving instruction,

and training. The networked ability of the ITSS has crated a "virtual

industry" in which the boundaries between the modes are seamless

and resources can be leveraged for maximum benefit and simulation

results can be shared by geographically dispersed end users.

Disseminating ITSS-generated connector studies over the Internet to

various States where connectors are proposed offers promise of

demonstrating to the public the benefits of investing in technology

designed to make better use of transportation infrastructure and

technology improvements.

As multifaceted ISTEA programs are reauthorized which

empower state and local officials to move further towards intelligent

intermodal transportation programs, The NAT Center is poised to use

the ITSS capabilities to assist municipal, regional. state and bi-state



1086

planning organizations to plan and evaluate alternatives prior to
construction, thereby developing electronic virtual reality scenarios
before expending capital dollars. Flexible funding programs which
provide the means to deploy new technologies and build new
intermodal facilities to move people and commerce without delay will
need to be categorized and assigned priorities. The NAT Center can
assist municipalities throughout their mandated public involvement
process by Jointly conducting consensus-based transportation decision
making an analyzing alternatives and results in a virtual transportation
environment. In an interdisciplinary setting, government assisted by
The NAT Center, will facilitate joint planning and strengthening of
interstate partnerships which will encourage compatibility of
infrastructure and regulation, as well as interpretability of technology.

In closing, MR. CHAIRMAN, I want to reiterate my request for a
five year-authorization for our proposed Institute for Intermodal
Transportation Simulation and for the support of this Committee. As
you begin the difficult task of crafting the ISTEA Reauthorization bill, I
would hope that the Committee will give "intermodalism" even higher
priority than it was given in the Initial ISTEA legislation. It is
absolutely essential that we no longer view our transportation policies,
programs and projects in isolation. Instead, we must ensure that
surface transportation projects are in sync with air and marine
considerations. At the same time, we must ensure that our airports
are improved, restructured, or built new, in concert with the surface
transportation infrastructure that feed into the airports and which
allow passengers and commercial interests to move freely and
efficiently to their destinations. Passenger and freight systems must
be examined collectively in order to maximize transportation mobility,
which is the backbone of a vibrant and competitive economy. The
Nation must make investments in railroads, highways, and ports with
the best, most sophisticated planning and technology tools available,
so that decisions are made accurately before a shovel is put in the
ground-- not afterwards. The Institute for Intermoda Transportation
Simulation can make a significant contribution to achieving these goals
and the goals set forth in the Final Report of the National Commission
on Intermodal Transportation. I hope that you and the Subcommittee
concur.

Thank you, MR. CHAIRMAN and Members of the Subcommittee,
for allowing me this opportunity to testify at this hearing.
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Chairman Petri, and Members of the Subcommittee, I am George Kline,

President of Safetran Systems Corporation. Safetran and its predecessor

companies have been involved with the railroad industry and grade crossing safety

for nearly eighty years.

Mr. Chairman, I appreciate your inviting me to present to the

Subcommittee my views on the very critical issue of rail-highway grade crossing

safety and the reauthorization of the Intermodal Surface Transportation Efficiency

Act of 1991 (ISTEA).

HISTORY

The critical need to reduce the number of deaths and injuries at rail-

highway grade crossings was first addressed by this very Committee in 1973

when the Congress enacted the then proposed Highway Safety Act as part of the

Federal-aid Highway Act. The Rail-Highway Grade Crossing Program was a part

of the Highway Safety Act. This was the first step in a series of Congressional

actions that have led to a Federal safety program which was described by Federal

Rail Administrator Molitoris in recent testimony before the Railroad

Subcommittee as "the most successful highway program administered by the

FHWA."

Initially, the program concentrated on improving safety at the most

hazardous crossings. Later your Committee broadened these efforts to include
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refinement of grade crossing control systems to meet the changing conditions

presented by faster trains and an ever increasing number of motor vehicles, each

vying for use of the same grade crossing at or about the same time. The role of

the Federal Government in promoting and funding rail-highway grade crossing

safety was clearly established when this Committee succeeded in leading the fight

for enactment of the Federal-aid Highway Act Amendments of 1973. This

program has been credited with preventing an estimated 9,000 fatalities since its

inception.

The need to continue this program is crucial if we are to further the safety

commitment made by your predecessors on this committee in 1973. The impact

of this safety commitment can best be described if we take the three year span

from 1978 through 1980, when rail-highway grade crossing accidents were

reduced by 22 percent, deaths were reduced by 24 percent and injuries by 15

percent. The first ten years of this program were highlighted by even greater

reductions in the number of accidents, deaths and injuries as the states

concentrated their efforts on the most hazardous crossings. Once the most

hazardous crossings were signalized and public safety was greatly improved, the

program continued to show positive results. While the number of accidents

continues to decline almost every year, there have been situations where the

number of fatalities and injuries has increased over the previous year. This can
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be attributed to many factors, for example, motor vehicles, including minivans

and larger buses, are capable of carrying more passengers. Also, in addition to

increased size, there are simply many more motor vehicles and school buses on

the highway. The tragic school bus accident at Fox River Grove, Illinois,

illustrates the point in that this incident involved one vehicle, the schovu ous, but

resulted in the death of seven school children.

The Rail-Highway Grade Crossing Program is codified at Title 23 of the

United States Code at Section 130. The program is commonly referred to as the

"Section 130 Program". Congress mandated that all hazards at rail-highway

grade crossings be alleviated and not less than fifty percent of the Section 130

authorization be spent on grade crossing warning devices, such as gates, bells and

cross bucks, with the lion's share of the remainder devoted to closing crossings

and building grade separations, usually overpasses, for motor vehicle traffic.

EFFECTIVENESS

The 1994 Annual Report on Highway Safety Improvement Programs, published

annually by the FHWA, states:

"The Rail-Highway Crossings Program continues to show the

greatest percentage of accident rate reductions. Fatal, nonfatal-

injury, and combined fatal-plus nonfatal-injury accident rates have

been reduced by 89, 62, and 66 percent respectively."
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This report goes on to evaluate the rossing improvements by project cost range.

The report shows that the under $20,000 project yields a benefit-cost ratio of an

astounding 47:1. The $20,000 to $60,000 projects yield a benefit to cost of 9: 1.

Let me also point out that the 956 projects costing over $1,000,000 yielded a 1:1

benefit to cost ratio.

On March 6, 1996, Federal Rail Administrator Molitoris testified before

the Subcommittee on Railroads. During her presentation she stated:

"Under ISTEA, states currently receive about $4.5 billion

each year for the Surface Transportation Program. Each

year, 10 percent of this must be set-aside for two safety

programs, one of which is the Section 130 Program. In

ISTEA, the Congress specified that states should continue to

fund the Section 130 program from the 10 percent set-aside at

least at the same level as in 1991, about $150 million per year.

After both safety set-aside programs are funded at their

minimum levels, states may use the remaining set-aside funds,

about $143 million per year, for either program. The Federal

Highway Administration (FHWA), which administers this

program, estimates that States have obligated over $3 billion

since 1974 for nearly 30,000 projects. This has saved almost



1090

9,000 lives and prevented 40,000 injuries. In terms of

percentage reductions, this is the most successful highway

safety program administered by the FHWA."

Mr. Chairman, these numbers alone stand as a testament to the success of the

Section 130 Rail-Highway Grade Crossing Program. The initiative shown by

this Committee has proven to be vital to the safe and efficient movement of

motor vehicles, including school buses, through the very dangerous grade

crossing/roadway area. I urge this Committee to support the continuation of the

current Section 130 Rail-Highway Grade Crossing Program.

FUTURE

As to the future, let me say that while there has been a dramatic

reduction in the number of accidents, deaths, and injuries at rail-highway grade

crossings, the job of eliminating hazards and improving safety at these public

grade crossings is not complete. The combination of increasing motor vehicle

registrations, rising rail traffic and increasing speed merits further consideration

by this Committee as to the continuation of the Section 130 program. Speaking

before the 1993 National Conference on Highway-Rail Safety, Secretary of

Transportation, Federico Pena stated, "crossing safety programs are the most

successful run by the Federal Highway Administration." He went on to say

that, "We must continue the downward trend in highway-rail accidents despite
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the contrary pressures which will occur as the economy picks up and the traffic

and speeds increase."

Mr. Chairman, at the end of 1993 there were 168,116 public grade

crossings throughout the United States. Of this number, 59,456 crossings have

active protection (signals and/or gates) leaving 108,660 crossings with passive

or no protection. These 108,660 crossings are candidates for being equipped

with either active warning devices, closure, or grade separation. In a typical

year, railroads are installing an average of 1,400 new crossing signal systems

and providing an additional 400 system upgrades. The system upgrades are at

locations which had signal systems installed many years ago. Inasmuch as it has

been twenty-three years since the Rail-Highway Grade Crossing Program was

instituted, and conservative estimates are that warning devices will have a useful

life of 20-25 years, some of the equipment installed in the early years of the

program may be ready for replacement. Some crossings may be in need of

upgrading, such as adding automatic gates or upgrading the train detection

circuitry. The need has been established to review each location and prepare a

recommendation based on the best interest of public safety.

The "Rail Highway Crossing Safety Action Plan" of 1994, as prepared

by the U.S. Department of Transportation with input from the FHWA, FRA,

FTA and NHTSA, clearly identifies the objective for the future as a further
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reduction in accidents and fatalities at highway-rail crossings of at least fifty

percent before the year 2002. The "Plan" proposes a goal of reducing annual

grade crossing accidents to under 2,500 and fatalities to less than 300. The

continuation of the Section 130 program is the key ingredient that will impact

our ability to attain this goal.

CONCLUSION

There is little doubt that unless the Section 130 Rail-Highway Grade

Crossing Program is continued, most future State plans for grade crossing safety

either will not be implemented or will be conducted at a greatly reduced level.

History has indicated that unless funds are dedicated for crossing safety

improvements, they will, in many cases, be utilized for other non-safety

purposes. The facts show that this is a successful program. Where else can

you get a $47 return for each dollar invested. DOT Secretary Pena has called

the grade crossing program the "most successful run by the Federal Highway

Administration." I urge the Committee to continue the Section 130 program.

Mr. Chairman, thank you for affording me the unique opportunity to

present these views on grade crossing safety and the reauthorization of the

Intermodal Surface Transportation Efficiency Act.
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Reauthorizing Federal-aid Surface Transportation Programs Page I

Principles for Reauthorizing the
Foderal-aid Surface Transportation Programs

Authorizations for Federal highway and transit programs
will expire on September 30, 1997; therefore, various parties are
currently considering how future legislation in this area can
improve transportation in the United States as we move into the
21 st century.

To assist in achieving broad consensus and facilitate a
tiniely reauthorization of federal-aid surface transportation
programs, the transportation departments of Idaho, Montana,
North Dakota, South Dakota, and Wyoming strongly recommend
that reauthorization legislation be based on the following five
basic principles. Specifically, surface transportation
reauthorization legislation should:

" Reaffiu-m the strong national interest in federal investment
in the nation's transportation system;

• Increase total federal funding for surface transportation;

e Continue to distribute federal surface transportation funds
in a way that reflects the national interest in rural and
intercity, as well as urban transportation;

• Make the National Highway System (NHS) the focus of

federal investment in the nation's surfp-ce transportation
system; and,

" Streamline ISTEA by reducing regulations, mandates and

set-asides and increasing flexibility for state and local
governments to develop multimodal solutions.

The five states recognize that these principles can be
achieved in a variety of ways, and desire to work closely with all
interested parties in advancing these broad principles into
legislation. The following pages describe more fully why these
basic principles are important and also offer specific comments
on how these principles relate to legislative proposals.
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Reaffirm a strong national interest in federal Investment in the
nation's transportation system

The federal government should continue to make major
investments in surface transportation for many reasons; however,
the most important are:

0 There is a strong national interest in good transportation
for economic competitiveness and growth, national defense,
and personal mobility;

0 Federal involvement is essential to create a national
network which binds the "United" States of America
together - we are not 50 individual states;

* If federal funding is reduced through 'turnback" to the
already hard pressed state and local governments that
currently provide the bulk of transportation funding, there
is a strong likelihood that the nation will suffer even greater
disinvestment in transportation at the very same time that
more investment, not less, is needed.

Federal investment in transportation infrastructure is
beneficial to everyone. These investments support efficient,
productive interstate commerce, competitive international trade,
and enhanced national defense. They also provide an
interconnected, continuous network linking regional, national,
and international production areas and markets. This integrated,
responsive, and flexible transportation system is necessary for the
nation to compete.

In the new global economy, the ratio of business inventory
to final sales continues to drop as our transportation system
replaces the warehouse. Such conditions, as just-in-time
deliveries, make a flexible and reliable transportation system,
particularly its arterial elements, imperative for the nation's
success.

Unmet transportation needs exist throughout the country,
in both rural and metropolitan areas. The NHS routes and other
major arterials which cross rural areas provide system continuity
and a way for agricultural products and other resources to reach
urban centers, and for manufactured goods and services to reach
rural areas. They also provide access to national parks and
monuments. For goods or people to move from New York or
Chicago to Seattle, they must cross the Plains and Rocky
Mountains. Therefore, metropolitan area residents, as well as

rural residents, benefit from good roads in rural areas, and this
'bridge state' concept has long been reflected in national policy.

There are also important needs in metropolitan areas.
Extreme congestion can prevent timely delivery of freight or
airport connections, cause productivity losses and reduce
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personal mobility. Clearly there continues to be a national interest
in the intermodal transportation systems of urban areas.
However, these population centers also depend on links to other
cities and the ability of the nation's transportation system to
access raw materials, agricultural products and markets for
manufactured goods.

'Turnback' proposals which would repeal federal fuel taxes
threaten these vital national interests. Few, if any, state
legislatures will be eager to increase state fuel taxes bylO or 15
cents, or even 5 cents per gallon to replace federal fuel taxes that
would be repealed and "turned back.' The vast majority of
highway and transit funds are currently generated and spent by
state and local governments - thus most of the transportation
program is already "turned back.' States cant absorb much more.
So turnback is a sure prescription for disinvestment in highways.
This would be the case even in most donor states. Consequently,
turnback presents an unacceptable risk of a significant decrease
in transportation investment in nearly all states in both highway
and transit at a time when the nation needs to increase
transportation investment.

In efforts to justify such extreme proposals,
turnback proponents sometimes advance the view that a smaller
federal program may mean that fewer projects would be subject to
federal rules and regulations and that, without those rules, state
and local governments could do more even with fewer federal
dollars. This argument misses the point. The way to reduce the
negative impact of obstructive federal rules is to attack the
problem rules and get them changed or eliminated. The NHS
Designation Act was a good beginning in the effort to eliminate
unproductive rules, and that effort should continue in the next
authorization. In this manner, unnecessary rules and regulations
can be eliminated in a way that does not cause disastrous
reduction in our nation's investment in transportation
infrastructure; investments that we must make to keep America
economically competitive and improve our quality of life.

-Turnback' proposals which abrogate Congressional
responsibility for supporting interstate commerce are detrimental
to national economic competitiveness and national defense
because these routes are essential to the mobility and quality of
life in both urban and rural areas.

Increase Federal Funding for Transportation Programs
Federal funding for surface transportation programs should

not only be continued, it should be significantly increased.
The needs of the nation's highway and transit systems are

Tar in excess of the funds being made available to address those

needs. AASHTO's "Bottom-Line" Report, adopted in April 1996,
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shows a need for greatly increased federal L .vestment on the

nation's highway and bridge infrastructure above the current

funding level of approximately $20 billion per year. These needed

increases above the current level are approximately $10.7 billion

per year just to maintain the existing system at its current

physical and capacity condition, and an additional $18.8 billion

per year to upgrade the system to an economically justifiable

physical and capacity condition that would better meet the

expectations of the driving public.
In transit, the current Federal funding level is

approximately $2.5 billion per year. The needed increases are

$2.5 billion per year to maintain the current physical and

performance condition of the existing system, and an additional

$5.1 to $6.6 billion per year to upgrade the system to more

acceptable physical and performance levels. Of this amount, $2.1

billion per year is needed to upgrade the physical condition of the

existing system, and $3.0 to $4.5 billion per year is projected for

future capacity increases.
So, it is clear that increasing federal investment in surface

transportation would well serve the national interest.

Authorizations for highways and transit programs should be set

at a level equal to:
1) All current income into the Highway and Transit

accounts respectively,
2) All interest on the account balances, and

3) A gradual draw-down of the Trust Fund balances over

the life of the reauthorization period (which is proposed

to be 2002) to the lowest level permitted by the Byrd

rule and its transit counterpart.

Recent Congressional Budget Office reports show that, assuming

continuation of current highway taxes to the Highway Trust Fund,

this approach can support an ongoing annual highway program of

$25 - $26 billion, as well as an increased t-ansit program.

In addition, the 4.3 cents per gallon of user taxes now

going to the General Fund for deficit reduction should be

redirected to the Highway Trust Fund to serve its historically

recognized and widely accepted use in maintaining and upgrading

the nation's transportation system. This source of revenue would

support increasing the program funding level by an additional $6

billion per year.
If all of these federal investments are made, it will only

maintain the current conditions of our existing highways, bridges

and transit systems. These increased investments would not

require new fuel taxes, and they would keep faith with the intent

of the Trust Fund. State and local governments are already

carrying a disproportionate share of the investment in our

nation's transportation infrastructure. If the federal government
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abandons its responsibilities, the quality of the nation's

transportation systems will decline.

Continue to distribute federal surface transportation funds in a
way that reflects the national interest in rural and intercity as well
as urban transportation

Everyone benefits from a well-maintained, inter-connected

national transportation network; therefore, federal funding

distribution must recognize the national interest in diverse states

and regions.
The national interest continues to warrant significant

investments in roads, particularly NHS routes, which allow freight

and people to move across and throughout rural, as well as

urban, areas. The entire nation benefits from good roads in and

across rural areas, and that important concept must be reflected

in funding allocations.
It must also be recognized that many states cannot expand

their economic bases due to extensive federal or tribal land

holdings or geographic constraints, and many rural states with

small populations have a very limited ability to raise revenue.

Many of those same states serve not just as important bridges

between major population centers, but they provide natural

resources, agricultural commodities and scenic beauty, which

benefit all of the nation's citizens. Due to low population density

and large land-area, states like ours already maintain higher per

capita levels of state transportation investment than other areas;

however, our rural populations on our own are unable to finance

all of the needed improvements. For example, Florida can raise

over $99 million for every cent in state motor fuel taxes, so it has

a relatively low tax of 12 cents per gallon. In Montana, only $5.9

million can be raised for every cent of motor fuel tax, yet it has

one of the highest tax rates in the nation at 27 cents per gallon.

Therefore, the national interests in transportation across and in

rural areas cannot be preserved with a federal program based

strictly on contributions into the Trust Fund.

Federal funding distributions must continue to support

both highway system connectivity and highway access. The

Interstate, which is now 40 years old, was built in our states to

higher standards than we need - now we are faced with the high

costs to maintain or replace them. Highway system preservation

and maintenance or replacement of the nation's aging Interstate

System is a major responsibility - which can only be

accomplished as a national program - and must continue to be

reflected in the funding distribution. The allocation of National

Highway System funds among the states should balance both the

extent and the use of the NHS.
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The impact of federal lands ownership on state
transportation programs is also far ranging and should be taken
into account in devising funding distribution policies. In Idaho,

for example, over 62% of the land area is under federal
ownership. For all western states, over 54% of the total land area

falls under that category. Our states are not able to collect

property taxes from these federal lands, nor can our citizens

establish businesses on them. On the other hand, federal lands

often attract additional traffic to the state in the form of tourism

and natural resource-based industry, thus increasing the cost of

maintaining transportation systems within the state. Funding for

a federal lands highway program, including its public lands

highway element is important and should be continued at

current, or preferably higher, levels. Further, the percentage of

federal lands should be taken into account in the distribution

formulas for all other program categories.
Also, no state should be penalized financially under other

aspects of the federal highway program because federal lands

highway projects within its border are funded. The current Section

1015(a) hold harmless provisions of ISTEA penalize states which

apply for and receive Public Lands Discretionary Funds by

reducing their Surface Transportation Program funding by that

same amount in the following fiscal year. This provision punishes

states with public lands and serves as a disincentive to apply for

these funds. ISTEA gave particular status to Indian Tribes, but

the hold harmless provisions hurt Native Americans by penalizing

states which attempt to improve BIA and Tribal roads using

Public Lands Funds. Hold harmless provisions should not be

applied to federal or public lands programs as the entire nation,

not just the residents of the state in which they are located,

benefits from such investments.
Obviously, the overall funding allocation scheme must also

take into account the needs of urban areas. It should be noted

that historically the transit program has served, and will continue

to serve, as a major investment by the nation as a whole in

transportation in urban areas and urbanized states.
A minimum allocation or apportionment that favorably

reflects the contributions made by the highway users in donor

states should be a feature in the next legislation; however, the

donor/donee relationship should not be the overwhelming issue

within the surface transportation program. Rather, the national

interest should be the basis for distributing transportation funds,

as it is in other federal programs including national defense, the

space program, and responses to savings and loan failures. If the

donor/donee relationship continues to be a primary consideration

in surface transportation program distributions, then it may be

that the time has come for transit funding, as well as highway
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distributions, to be taken into account in equitably distributing
surface transportation funds.

In summary, there are sound reasons to continue to

distribute Federal surface transportation funds in a way that

reflects the national interest in rural and intercity, as well as

urban transportation. And this means, for lack of a word that will

be better understood, that there should be a continued 'donee"

status under the Federal program for rural, western states.

One final point to be emphasized regarding the national

interest in investing more federal highway funds in states like

Idaho, Montana, the Dakotas, and Wyoming than those states

generate in federal highway user taxes is that this is not a new

position, nor a regional one; but, it is a long standing national

consensus position. Such a funding distribution outcome was

intended by ISrEA's formulas, as well as in previous programs,

such as Interstate 4R. It is also reflected in the STEP 21 proposal

which includes a low population density adjustment.
This consensus view can be achieved through a variety of

approaches, not only through an access, or low population

density adjustment. For example, it can be achieved by

apportioning a high percentage of the overall highway program,

perhaps in the range of 50-60%, to the NHS, and allocating those

funds significantly on the basis of the extent of NHS lane miles in

a state. Within that framework, there is room for a variety of

ways, such as usage factors, to take into account other interests

and achieve good national policy in the overall distribution of

funds, including a positive response to those states calling for
equity.

Make the NHS the focus of the federal transportation investment

The focal point for federal surface transportation

investment should be the National Highway System (NHS), which

serves as the backbone of the nation's intermodal transportation

network. The NHS serves and provides access to all areas of the

country, both urban and rural, and is essential to interstate and

international commerce and to the movement of people across the

nation. While the full promise of the NHS has yet to be realized,

the NHS should be the major emphasis of federal highway

program funding in the next reauthorization and well into the

future. A high level of federal investment in the NHS reflects both

the importance of the system to the nation and its centrality to the

federal role in transportation. Recent studies by FHWA have

indicated that an annual expenditure of approximately $18 billion

is needed just to maintain the highways on the NHS, including

the Interstate, in their current physical and capacity condition. An

annual investment of $24 billion is needed to improve them.
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By definition, the NHS is the principal grid upon which
goods and services are carried safely and efficiently across the
country - simply the NHS is the nation's most important roads. It
should also be recognized that the NHS is comprised of only 4
percent of the nation's total roadways but supports 40 percent of
all vehicle travel and 75 percent of commercial truck travel.

A large portion of the NHS is the Interstate System. The
interstate had its fortieth anniversary this year and much of the
Interstate's aging pavement needs major rehabilitation or
replacement. This is a major responsibility - which can only be
accomplished as a national program. 1urnback' proposals
simply will not address this critical national problem. The federal
government must invest in this system and not leave that
responsibility to other levels of government.

Because of its extreme importance, we believe that a very
large percentage of the overall highway program, in the range of
50-60%, should be apportioned to the NHS category. This is not
too large a component, especially if the NHS program is
restructured to include all Interstate and NHS roadway
maintenance, plus Interstate and NHS bridge replacement and
rehabilitation. Also, for those states that would not want to spend
that much on their NHS, the reauthorization legislation should
continue to allow a state to transfer a significant portion of funds
from the NHS to other projects without USDOT permission and
allow even greater transfer with approval.

The other major highway program category would be like
today's Surface Transportation Program (STP) category with broad
flexibility and eligibility for projects on other federal-aid highways,
transit, enhancements, safety, congestion mitigation and air
quality improvement .

In addition to the NHS and STP categories, any funds
apportioned or allocated under a minimum allocation program, or
for other policy or equity reasons (such as a low population
density adjustment) should be available for use as if part of the
STP program. Decisions on distribution and use of funds at the
project level would be established by state/local/tribal
governments through the ISTEA planning process involving broad
public participation.

Streamline ISTEA by reducing regulations, mandates and set.
asides

Many of the regulations and program provisions imposed
by ISTEA and earlier laws make it difficult for states and local
governments to advance the priorities established through ISTEA's
planning process. Although several of the most onerous
mandates and regulatory provisions were eliminated or revised by
Congress under the National Highway System Designation Act, a
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number still need to be addressed by the reauthorization
legislation to allow state and local governments to develop ant
implement an efficient, effective transportation system.
Specifically, the five states support the following policy positions:

1. Streamline program categories and provide greater flexibility:

* Reduce the number of program categories (with their
own distribution formulas), legislatively mandated sub-
allocations, and mandated set-asides, such as the
enhancement set-asides, that limit flexibility and
obstruct priorities identified through the statewide
planning process.

* The statewide and MPO planning process, with wide
public and local/tribal government participation,
should be the means to identify needs and allocate
resources.

e Direct federal regulations away from mandates and

sanctions. Sanction provisions are counterproductive
and result in reducing already inadequate funding
resources. To the extent regulations are retained, they
should not be enforced through funding sanctions.

2. Simplify and reduce the federal regulations and clearances
related to transportation program delivery:

" Many of the problems with ISTEA implementation are

caused by overly prescriptive interpretations of federal
regulations (USDOT, USFWS, Corps of Engineers, EPA,
etc.) which should be siLplified.

* Consideration should also be given to new deregulatory

initiatives. For example, consideration should be given
to exempting all non-NHS projects from federal
requirements to the extent these federal requirements
are derived solely from federal funding. Another
alternative would be to prohibit federal agencies from
imposing increased or additional requirements through
regulation or guidance. Examples of such proposals are
top down performance measures which USDOT
apparently is considering for its funding programs and
EPA's move toward more stringent particulate standards
with its ties to the transportation program through
conformity requirements.

a It is also emphasized that, through initiatives such as
these, the transportation community can demonstrate
that funding turnback is not needed to reduce federal
regulations. Simply, it is possible to have the national
benefit of federal investment without excessive
regulatory costs or program distortions.
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3. Preserve many of the positive and innovative elements of
ISTEA, such as:

* State/local/ tribal cooperation and partnerships

* Statewide and MPO long-range intermodal planning
with its broad public participation requirements

* Flexibility to transfer funds

* Continue existing federal-state matching ratios

* Balance rural and urban interests through the funding
distribution.

State and local governments should be given greater
flexibility to determine how and where transportation funds
available to them are being used. This can be accomplished by
adopting a few broad transportation programs (such as NHS and
STP categories) with a high level of eligible project activities (such
as safety, enhancements, bridge and CMAQ) within each program.
The reauthorization legislation should also provide the ability to
transfer a significant percentage of funds between the programs.
This will allow states and localities to address their unique needs
and characteristics and to direct federal funding to those
transportation areas where they are needed most as determined
through the ongoing statewide and MPO long-range planning and
public participation programs. The legislation should also simplify
the administration of enhancement projects by eliminating the

need to comply with many of the Title 23 requirements that are
irrelevant or overkill for those types of projects.

One of the central themes of ISTEA was the development
and strengthening of partnerships between all levels of
government and also the private sector to provide better
transportation systems and services to the public. The five states
support the continuation of this effort. Part of this process has

been the improvement of transportation planning at all levels and
the expansion of the planning process to include all modes -
highway, rail, air and water- making it truly intermodal for the

first time. Public participation in the process should continue in
the future.

Conclusion
The next surface transportation act must:

1. Preserve the nation's exmsting t-ansportation system, a system

which serves the interstate transportation needs of both our
citizens and the movement of our nationally significant
commodities and resources. It should do this by focusing the
majority of federal highway funding on the National Highway

System (NHS), but recognizing that rural America also has

many important non-NHS highway and bridge needs.
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2. Continue to distribute federal surface transportation funds in

a way that reflects the national interests in rural and intercity,
as well as urban, transportation. The traditional principles of

fairness and commitment to all regions of the nation cannot be

abandoned. These principles include commitment to a system

of highways across America to serve interstate transportation
of nationally significant commodities. They also include a
commitment to highway users and national defense, and a

commitment to provide an intermodal transportation system to

support the nation's economic and industrial development.

3. Maintain, with certain modifications, the successful,
cooperative federal, state, tribal, local, and private
partnerships that have been established under ISTEA. Those
important modifications include the flexibility to meet

individual state and local needs by reducing regulations, set-

asides and mandates.

4. Expand funding to achieve the economic productivity this

nation requires to compete and grow in an increasingly global

marketplace. The first priority for increasing the overall size of

the program can be obtained through a combination of the

spend-.down of the Highway Trust Fund balance and incoming

revenues including interest, transfer of the 4.3 cents per gallon
motor fuel tax from the General Fund to the Highway Trust

Fund, and continued enforcement of fuel tax evasion.

Legislation which embodies these principles would well serve the
nation's interest.



ISTEA REAUTHORIZATION: METROPOLITAN
AND STATEWIDE PLANNING

TUESDAY, JULY 30, 1996

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMIrrEE ON SURFACE TRANSPORTATION,

COMMrTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The subcommittee met, pursuant to recess, at 9:37 a.m. in room
2167 Rayburn House Office Building, Hon. Thomas E. Petri (chair-
man of the subcommittee) presiding

Mr. PETRI. The subcommittee will come to order.
This morning the subcommittee will review the planning process

and issues relating to metropolitan planning organizations, or
MPOs.

ISTEA includes major modifications in our planning process. It
was intended to broaden participation in transportation planning
and increase public participation. State and metropolitan areas are
directed to produce transportation improvement plans, or TIPs,
covering 3 years of projects. These TIPs must be financially con-
strained; that is, funding for projects has been identified using cur-
rent or reasonably-available revenue sources and must be updated
every 2 years.

In addition, ISTEA lays out numerous specific planning factors
which must be considered in the planning process. Under ISTEA,
MPOs have taken on new responsibilities and duties and have a
dramatically increased role in transportation planning, including
the selection of certain projects. This has resulted in new relation-
ships and sometimes tensions between States and MPOs, and even
among individual members of the MPOs.

This morning we'll receive a status report on how States and
MPOs have adapted to these changes and what improvements can
be made in the reauthorization of ISTEA.

We will also review the structure and operation of the MPOs.
ISTEA, quite deliberately, does not impose membership require-

ments or a one-size-fits-all approach to the structure of MPOs.
There are a variety of different types of MPOs, with some very di-
verse types functioning well and efficiently. What works well in one
area may not work well in another; however, we will hear corn-
ments on this issue.

I'd like to welcome our witnesses this morning. We look forward
to a productive hearing.

I now yId to Congressman Nick Rahall, the ranking democrat
on the subcommittee, for any comments he might like to make.

Mr. RAHALL. Thank you, Mr. Chairman.
(1105)
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As you have said, the topic for today's hearing, ISTEA's planning
provisions, is especially important, as they have not only promoted
the more prudent expenditure of Federal highway and transit dol-
lars, but have also led to the empowerment of local communities
in these programs.

Yet, I have to say we need to look at the topic of today's hearing
in context.

Recently a major State, California, came before this subcommit-
tee and recommended that we basically turn back the Federal pro-
gram to the States under a process it called "devolution."

Also recently, the chairman of the House Budget Committee in-
troduced legislation that would eliminate the Federal role in the
highway program except for interstate maintenance.

In addition, major constituencies of ISTEA have testified on be-
half of eliminating Federal assistance for transit; reducing, if not
outright abolishing, ISTEA's flexibility provisions; and for retrench-
ing on many of the law's other innovations.

So is ISTEA under siege? You bet. We are faced with a slew of
proposals that would turn back the clock, not only to pre-1991 days
and not only to pre-1956 days before the establishment of the inter-
state system, but all the way back to the Jurassic Era of transpor-
tation.

Now many of the witnesses appearing before us today I believe
may share my sentiment that we ought to stay the course in the
reauthorization of ISTEA. A number of these witnesses represent
localities which have benefitted greatly from the planning provi-
sions of the law. I say to them, "Go forth from this hearing and get
to work on these guys. Get to work on those who would tear this
program asunder."

With that, Mr. Chairman, I thank you for allowing me these
opening comments. I look forward to today's hearing.

Mr. PETRI. Thank you.
Statements by Bud Shuster, chairman of the full committee, and

James Oberstar, the ranking democrat on the full committee, will
be made a part of the record.

[The prepared statement of Mr. Shuster follows:]
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OPENING STATEMENT
HONORABLE BUD SHUSTER

SUBCOMMITTEE ON SURFACE TRANSPORTATION
ISTEA REAUTHORIZATION HEARING

METROPOLITAN PLANNING:
METROPOLITAN PLANNING ORGANIZATIONS AND

THE PLANNING PROCESS
TUESDAY, JULY 30, 1996

9:30 A.M. 2167 RHOB

I WANT TO WELCOME ALL OF THE WITNESSES TO ANOTHER ONE
OF THIS SUBCOMMITTEE'S HEARINGS ON THE
REAUTHORIZATION OF ISTEA. TODAY'S HEARING WILL FOCUS
ON THE TRANSPORTATION PLANNING PROCESS -- A PROCESS
THAT WAS VASTLY CHANGED IN ISTEA.

ISTEA INCREASED THE RESPONSIBILITY OF THE PLANNING
AGENCIES AND PROVIDED A GREATER DEAL OF STRUCTURE
FOR THE DEVELOPMENT OF TRANSPORTATION IMPROVEMENT
PLANS (TIPS) THAN EVER BEFORE. TIPS MUST BE FISCALLY
CONSTRAINED, INCLUDE INPUT FROM A WIDE VARIETY OF
PARTIES, AND CONSIDER SIXTEEN STATUTORY PLANNING
FACTORS. AT THE SAME TIME ISTEA DOUBLED THE AMOUNT OF
FUNDING FOR PLANNING. THESE CHANGES REQUIRE A GREAT
DEAL FROM OUR METROPOLITAN PLANNING ORGANIZATIONS
(MPOS) AND STATE DEPARTMENTS OF TRANSPORTATION.

CONCERNS HAVE BEEN RAISED ABOUT A NUMBER OF ISSUES
RELATED TO THE ISTEA PLANNING CHANGES. THE EXPANDED
MPO ROLE IN IDENTIFYING PROJECTS FOR FUNDING HAS BEEN
ESPECIALLY CONTROVERSIAL. I AM SURE WE WILL HEAR
ABOUT THAT TODAY.

ANOTHER ISSUE HAS BEEN THE ACTUAL STRUCTURE,
INCLUDING THE VOTING STRUCTURE, OF THE MPOS. FEDERAL
LAW DOES NOT DICTATE THE STRUCTURE OF THE MPOS -- IT IS
PRIMARILY A STATE AND LOCAL PROCESS.
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TODAY WE WILL REVIEW THESE ISSUES AND HOW THE ISTEA
CHANGES HAVE ACTUALLY BEEN IMPLEMENTED AND WHAT
THE RESULTS ARE. WE WILL HEAR FROM MPOS AND OTHER
OFFICIALS THAT ACTUALLY HAVE HAD TO IMPLEMENT THESE
NEW REQUIREMENTS.

I LOOK FORWARD TO HEARING TODAY'S TESTIMONY AND
THANK CHAIRMAN PETRI AND RANKING MEMBER RAHALL FOR
HOLDING THESE HEARINGS

K'JISTEA-72HER I~NOS .GSOfl3O.FIN.
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Mr. PETRI. The first panel is made up of- Mr. Kirk Brown, sec-
retary of transportation of the Stale of Illinoio--welcome, sir-who
is appearing on behalf of the Ameilcan Associbation of State High-
way and Transportation Officials; Mr. Jeff Souie, the policy director
of the American Planning Associationi; Mr. William Wilkinson, ex-
ecutive director of the Bicycle Federation of America, on behalf of
the Surface Transportation Policy Project; Ms. Ellen McCarthy, the
International Downtown Association; and Mr. Richard Ruddell,
general manager, Toledo Area Regional Transit Authority, on be-
half of the American Public Transit Association.

Welcome. Mr. Brown, would you like to lead things off?

TESTIMONY OF KIRK BROWN, SECRETARY, ILLINOIS DEPART-
MENT OF TRANSPORTATION, ON BEHALF OF THE AMERICAN
ASSOCIATION OF STATE HIGHWAY AND TRANSPORTATION
OFFICIALS; JEFFREY L. SOULE, POLICY DIRECTOR, AMER-
ICAN PLANNING ASSOCIATION; WILLIAM L. WILKINSON, HI,
AICP, EXECUTIVE DIRECTOR, BICYCLE FEDERATION OF
AMERICA, QN BEHALF OF THE SURFACE TRANSPORTATION
POLICY PROJECT; ELLEN M. MCCARTHY, COORDINATOR,
TRANSPORTATION INITIATIVE, INTERNATIONAL DOWN.
TOWN ASSOCIATION; AND RICHARD IBUDDELL, GENERAL
MANAGER, TOLEDO AREA REGIONAL TRANSIT AUTHORITY,
ON BEHALF OF THE AMERICAN PUBLIC TRANSIT ASSOCIA-
TION

Mr. BROWN. Thank you very much, Mr. Chairman and members
of the committee. It's a privilege to be here. I appreciate the oppor-
tunity o provide these remarks for the American Association of
State Highway and Transportation Officials.

We have three principal concerns that I'd like to address today.
First of all is the preservation of the State role in the planning

process and in the Federal programs.
Two, the understanding that the MPOs--and what happens in

our metropolitan areas, we have to always remember that that
process has to be accountable to the elected officials in the local
area and in the State.

And, finally, to talk a little bit about simplifying the process and
allowing us to get back to work in the cooperative planning that
wO've been able to do in the past.

The State role is-as you know, the Federal highway program is
defined as a "Federally-assisted State program." That is crucial to
maintain that role for the future.

Ever State is different in its relationships with metropolitan
areas. It's different in its division of urban versus rural population.
We have to allow a structure and a process that allows those deci-
sions to be made that are best for each individual area because of
the great diversity across the country.

States have had a long tradition of making the allocations be-
tween urbam versus rural. Those have to be made. Someone has to
make that, and we believe the States are in the best position to do
that.

As far as the accountability of the MPO process, that is very im-
portant. Too often we forget what it is.

37-734 97 - 36 I 1'
I
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MPOs are not groups that do anything. They cannot approve pro-
grams. The folks that do things, that make transportation happen
in our metropolitan areas, are States, cities, transit agencies, and
so there has to be a cooperative process. You can't just say we want
something done if a government is not willing to then go and do
it.

By the same token, the governors, members of general assem-
blies, members of county boards, members of city councils, mayors,
county board chairmen, those people are held accountable at the
ballot box for what happens in transportation, and we think it's vi-
tally important, in anything we do with the MPOs, to keep that re-
lationship in mind.

Folks that are elected to make the decisions have to be in a re-
sponsible position to either serve, themselves, on the MPOs, or ap-
point the people that will serve on the MPOs.

Finally, I think it's important to look at the process, itself, and
what we've done to it in ISTEA. We have included a lot of new
planning requirements that we really need to eliminate because we
found, really, that they are unproductive.

In fact, in the Chicago area we had a project that we were work-
ing on before ISTEA called "Operation Green Light." We think it
was a pace-setting type of program, looking at everything from
transit improvements to signal coordination, having transit and
highways work better together. When the requirement came for a
congestion management system, we said, "Boy, we've got it made.
We've got just what the doctor ordered."

Unfortunately, the regulations that have been implemented by
the Administration for that program have meant that, for the con-
gestion management system, have meant that the staff of our
MPO, the staff of our transit agencies, the staff of my department
are so absorbed in filling out Federal reports, meeting detailed Fed-
eral requirements, that all planning work has stopped on Oper-
ation Green Light; that we have only the time to do what's re-
quired to meet Federal requirements, gather endless amounts of
ata that is not useful to the decision-making process--prescriptive

requirements for data.
So I think we have, as we look at ISTEA, we want to--we would

like to see some of those prescriptive requirements, but we're cer-
tainly not wanting to go back to the Jurassic Age. We support the
MPO planning process and we look forward to many more years of
what should be the case--cooperative planning between State and
local governments.

Thank you.
Mr. PETRI. Thank you.
Should we go right down the line, Mr. Soule?
Mr. SOULE. Thank you, Mr. Chairman, members of the sub-

committee.
APA represents 30,000 members nationwide, and we're con-

cerned about the overall role of planning in the process.
While you'll hear testimony from other individuals at the local

level about the need to preserve diversity, we think that the plan-
ning process under ISTEA has worked quite well to serve the needs
of the diverse communities Across America.
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Our members represent small towns, they work in big cities, they
work for MPOs, but, by and large, we believe that information
leads to making good decisions, and we also believe in the concept
of brains before bricks, and this is what ISTEA is all about.

I'm going to highlight very briefly several points that I think
should be preserved in the process, and this is a preliminary dis-
cussion. We look forward to working with you over the course of
the next year on ISTEA reauthorization.

First of all, we don't think that an overhaul is necessary. We
think that ISTEA has generally lived up to its original billing of
being a collaborative, a new day in transportation planning, and an
integrated approach.

We think that the partnership element is extremely important-
the MPOs, the local governments, the State, and the Federal Gov-
ermnent working in concert. That partnership should be a model
for other Federal regulations.

Third, we cannot turn back the clock. Building first and asking
questions later is not something that we want to see returned. An
integrated approach to transportation, where we're looking at land
use decisions, economic development, tourism, and a way to gen-
erally shape communities better for the future is what ISTEA is all
about and should be maintained.

Fourth, the legislation establishes a framework of 15 planning
factors that create an effective and simple means for enlisting cre-
ative and comprehensive solutions.

We would resist any effort to streamline that process. We would
like to discuss the idea of making it more accessible and perhaps
looking at performance-based measures, but not necessarily back-
ing away from the criteria, themselves, because they have worked
effectively.

Fifth, regional cooperation is something that we have seen the
benefits of ISTEA's process reaped in other areas that we could not
have imagined initially: in the areas of tourism, economic develop-
ment, quality of life issues. People that were not used to working
together, although it was a little bumpy at first, I think are now
in the habit. This is something that is part of ISTEA's legacy.

Sixth, the local flexibility element that has already been men-
tioned I think is critical, because if we don't let the creativity of
our communities, planners, and other professionals that work day-
to-day to solve local problems in unique ways, we're not harnessing
that creativity, so flexibility has to be maintained.

Seventh, we have to keep funding accessible, because if we have
flexibility without adequate funding, that means that we're going
to see the big competitors come in and take all the funding away,
as it was in the past, so adequate funding has to go hand-in-hand
with flexibility.

The certification of MPOs is also an issue that I think needs to
be maintained in the reauthorization, because the process of devel-
oping a broad-based group of citizens, activists, local nonprofits,

private, and public is the basis for a good working MPO, and we'd
Iike to see the pre-1991 MPOs come up to those standards.

Finally ,we should preserve the fiscal and environmental connec-
tions. The fiscal restraint that is imposed by the process provides
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a sense of reality and a discipline to the process that is helpful in
planning.

Let me just share with you three examples from around the
country that I think exemplify this kind of-the value of ISTEA.

First, the Florida 20/20 plan: this plan involved over 5,000 people
in an active process to develop long-range goals and short-range ob-
jectives. It was based on collaboration, and this notion that citizens
closest to the problems have the best solutions sometimes, so Flor-
ida's 20/20 plan represents a State planning process that we think
is quite good.

LUTRAQC, which is the land use transportation and air quality
connection in Portland, Oregon, was a 5-year process that resulted
in the decision not to fund a bypass.

Finally, a Route 6A corridor plan in Cape Cod was another exam-
ple of a more local scale of how this process has worked.

So, Mr. Chairman, thank you. We look forward to working with
you in the future.

Mr. PETRI. Thank you.
Mr. Wilkinson?
Mr. WILKINSON. Good morning, Mr. Chairman. Thank you for the

opportunity to speak here today on behalf of the Surface Transpor-
tation Policy Project.

I'd like to make five points with regard to today's subject.
First, the metropolitan focus in ISTEA must be maintained. For

more than 40 years, Federal transportation programs and State
transportation agencies have focused on building the interstate
highway system. Now that job is done and we have a huge, great
system of interstate highways.

We also have the consequences of decades of neglect of other
transportation needs, such as: getting to work, getting to shopping
and day care, and to getting around without a car.

These are needs that are not well served by programs planned
and implemented at the Federal or State level, andit requires a
local and regional approach to define and respond to the transpor-
tation needs of people where they live and work and shop and play,
and where our children grow up, and where our parents and our-
selves grow old.

Today two out of every three Americans lives in the metropolitan
area. Metropolitan areas are where the big needs and challenges
for transportation exist, and it is at the metropolitan level that the
solutions to these needs must be developed.

Are metropolitan transportation needs important? Are they a
matter of national interest? Absolutely.

Can they be dealt with effectively by our traditional approach to
transportation system planning and programming Absolutely not.

We must maintain and expand the new role ISTEA has estab-
lished for MPOs and local governments in creating the transpor-
tation systems and services of the 21st century.

Our second point is the public involvement in ISTEA, in trans-
portation planning and decision-making, is critical and must be
maintained and expanded.

Government, at all levels, through its public agencies and public
programs, must learn to involve the general public in the process
of defining the vision of the future, creating the plan to achieve
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that vision, and supporting the actions needed to implement the
plan.

This approach, this exercise in participatory democracy, is not
without its challenges. The democratic process is not a neat, clean,
simple thing. But the benefits make it worth the effort. If the pub-
lic feels that the proposed actions are designed to achieve their vi-
sion for their community and region, they will support them. This
can include such actions as increasing the level of revenues avail-
able to implement their plans.

Public involvement is most important and effective at the local
and regional levels, but this only works if the big decisions are
being made at these same levels.

The third point: the fiscal constraint requirement of ISTEA Must
be maintained, this requirement of IST1"A does not preclude the
development of visionary plans; it simply calls for a hard-nosed
consideration of and commitment to addressing the revenue side of
the budget, as well as the expenditures.

Our fourth point: the MIS requirement should be included in
ISTEA. A comprehensive assessment of all proposed major projects
and programs, including such things as ITS, should be undertaken
as part of the long-range plan development process to ensure that
such critical components of the plan are feasible, warranted, and
best meet performance criteria such as cost-effectiveness and envi-
ronmental compatibility.

Finally, our fifth point: the ISTEA planning process should be
guided by a set of performance criteria. Experience has indicated
that we can improve upon the approach of relying on the ISTEA
planning factors to achieve the aims of the planning process. This
is not to say that we get rid of the planning criteria; it s to say that
we augment it and wrap around it a more general performance-
based approach.

These are the points we wanted to bring out in today's hearing.
Thank you for the opportunity to comment.

Mr. PETRL Thank you.
Ms. McCarthy?
Ms. MCCARTHY. Mr. Chairman, members of the subcommittee,

good morning. My name is Ellen McCarthy. I'm director of trans-
portation initiatives for the International Downtown Association.
Founded over 40 years ago, IDA is a national association of organi-
zations, individuals, an d companies involved in revitalizing city
centers in North America and throughout the world.

Most of our members are business-backed organizations estab-
lished to represent the collective voice of the local business commu-
nity in the regeneration and enhancement of downtowns and edge

cities; groups such as the Downtown Council in Minneapolis, the

Somerset Alliance for the Future in New Jersey, Center City Dis-
trict in Philadelphia, and others.

Today I'd like to address the need to maintain and enhance local

decision-making power and flexibility to use funds as necessary to

implement the results of that local decision-making.
First, from the standpoint of the business community that we

represent, the metropolitan area or region is the key level of deci-

sion-making for transportation planning. The primary economic
unit for most of us is the region or the metropolitan area. In fact,
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as the Philadelphia Federal Reserve study points out, our national
economy is actually a set of metropolitan regional economies work-
ing together.

from our perspective, then, it's important that all aspects of the
regional economy, particularly its infrastructure, be as seamless as
possible. It is, therefore, appropriate that local elected officials in
the region, with input from business and civic leaders, have the
primary role in articulating regional needs and designing the solu-
tions to those needs through their MPO.

State or municipal boundaries are really artificial boundaries.
They don't have any real relationship to travel patterns or eco-
nomic activities which underpin a metropolitan area. Indeed, in
several major metropolitan areas the region overlaps two and
sometimes even three States. Giving States the primary respon-
sibility for planning for metropolitan areas over 200,000, as some
have suggested, makes no sense. A State government just cannot
be as knowledgeable about the opportunities and needs of the re-
gion as the people in that region are.

However, we wish to be clear when we say that the major locus
for decision-making in transportation planning and investment pro-
gramming should be the region. We're certainly not saying States
have no role to glay. Not only do State constitutions make cities
creatures of the State, but in most States the State government is
an important financial partner in major transportation investment
decisions.

In addition, clearly the role of the State and national government
is to provide for inter-regional travel.

However, the creation of the three-way partnership between the
Federal Government, the States, and the region for metropolitan
areas over 200,000 in population is one of the most important con-
tributions made by ISTEA.

Secondly, regional decision-making is the best way to maximize
intermodal efficiency.

As you know, in the business climate today, re-engineering is a
pretty popular term, and one of the most important principles of
re-engineering is to ensure that decisions are made closest t . the
customer, and that key players in each system work together to
modify and improve overall system performance. Regional trans-
portation is a set of systems.

Keeping the decision-making about transportation closest to the
local level follows the principle of being market responsive and it
facilitates the involvement of business and civic leaders, which I
think is very important because thev bring a perspective to the
process that s free of the institutional, jurisdictional, and modal
blinders which can affect transportation professionals at times and
interfere with systems integration.

Thirdly, transportation must be planned as part of an overall
community development strategy, encompassing economic develop-
ment, environmental quality, affordable housing, recreation and
open space, and related elements of creating healthy, economically-
viable, and attractive communities.

That's much more easily accomplished at the regional level, as
has been acknowledged by both the Department of Housing and
Urban Development and EPA in recent years as they have- decen-
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tralized their planning process in order to make it possible for com-
munities to plan more holistically.

Fourth, controlling sprawl should be a key national priority, with
the metropolitan planning organization playing a major role in de-
veloping integrated transportation and land use solutions. In re-
gion after region, millions are spent on replicating infrastructure,

building new schools, fire houses, libraries, recreation centers,
while center cities languish in desperate need of infrastructure
maintenance and repair.

In summary, transportation can be a major contributor to eco-
nomic development and quality of life, or it can drain millions from
the economy and contribute to sprawl, congestion, and restricted
opportunity.

Thank you for the opportunity to testify before you today. I'd be
happy to answer any questions that you've got.

Mr. ETRL Thank you.
Mr. Ruddell?
Mr. RUDDELL. Good morning, Mr. Chairman.
In addition to managing the transportation authority in Toledo,

Ohio, I also chair the Legislative Committee of the American Public
Transit Association.

On behalf of APTA's membership, I appreciate this opportunity
to present the transit industry's view on transportation planning
and metropolitan planning organizations.

We have submitted a written statement for the record, which I
will briefly summarize.

APTA strongly supports the continuation of ISTEA's MPO and
planning provisions. As we stated at your June 18th hearing,
APTA believes that the Federal Government has a vital role in
maintaining an efficient, comprehensive transportation system that
supports a healthy economy and other national goals. ISTEA pro-
motes balanced transportation investments, recognizing the impor-
tance of various modes and the fact that the entire network func-
tions most effectively if coordinated.

The planning provisions of ISTEA are an essential element of the
law. They allow States and localities to identify cost-effective solu-
tions to iocal transportation problems and avoid wasteful duplica-
tion. The planning process also mandates that funds are spent to
preserve and maintain the existing infrastructure, and that conges-
tion and environmental factors are considered.

ISTEA's planning provisions are the mechanism through which
flexible funding works. They allow communities to identify those
investments that will best serve their needs for economic develop-
ment, community revitalization, and other goals.

The use of flexible transportation funds for mostly transit capital
projects total almost $2.2 billion in the first years of ISTEA. That
says quite clearly that transit is a priority at the State and local
level, and that ISTEA's flexible funding and planning provisions
have been used as intended.

Regarding metropolitan planning organizations, APTA believes
that MPOs should remain key players in the transportation deci-
sion-making process, and that their role would not be weakened.

We also support ISTEA's State-wide planning process and the
Federal certification reviews.
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By requiring that State and local transportation implementation
plans, or TIPs, are consistent with one another, the law recognizes
that coordination in the planning and implementation of transpor-
tation projects is important.

Further, APTA strongly supports the continued use of major in-
vestment studies. The MIS process is flexible and non-prescriptive.
It reduced modal biases in the development of transportation strat-
egies.

We also support retention of existing public involvement require-
ments. The importance of participatory planning in developing
transportation plans, programs, projects, and policies cannot beover-emphasized.

APTA supports the underlying premise of the 16 factors that
must be considered in metropolitan planning and supports the in-
clusion of an additional factor: the consideration of central city is-
sues.

We also believe ISTEA's financial constraint requirements are
necessary to protect the integrity of the State and MPO planning
processes and support the coordination of transportation planning
and land use planning.

In closing, APTA strongly supports a continued Federal role in
transportation. ISTEA's planning provisions have worked well and
they promote a more-inclusive, comprehensive, locally-responsive
and user-based approach to transportation planning. The result is
good for our economy, our communities, and all Americans.

Mr. Chairman, thank you for this opportunity to appear before
you today. I'll be glad to try to answer any questions you may have.

Mr. PETRI. Thank you.
You are a gold-star panel. You all concluded your remarks within

the 5 minutes, or right at it. I think that's the first time that's hap-
pened in the series of hearings we've had so far.

Mr. Rahall, do you have any questions?
Mr. RAHALL. Thank you, Mr. Chairman. I just have two quick

questions.
Mr. Ruddell, let me just start with you, if I might.
Do you believe that public transit would survive in this country

under the so-called "turn back" proposal that we've heard touted
about quite a bit?

Mr. RUDDELL. I think that the current establishment in ISTEA
of the metropolitan planning requirements and the requirements
for local metropolitan areas to be heavily involved in the distribu-
tion of ISTEA funds is really a vital part of maintaining transit
systems in America.

It's oftentimes difficult for States to make the kinds of decisions
necessary between their metropolitan areas and their rural areas
and all the different interests in a State, where the local metropoli-
tan areas see very clearly the need for transit and local transpor-
tation needs within those metropolitan areas.

Mr. RAHALL. So, I guess, if I hear correctly what you're saying,
you're not really complaining that much about what we hear many
complaints about, and that is the unfunded mandates?

Mr. RUDDELL. Well, I didn't say that.
[Laughter.]
Mr. RUDDELL. There is not enough funds.
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Mr. RAHALL. I'm sorry?
Mr. RUDDELL. There are not enough funds to meet all of the

mandates required by transit systems and transit authorities
throughout the country. The list is quite extensive, and the Federal
Government certainly does not pay or provide enough funds to sup-
port all of the mandates and requirements that are put on us by
the Federal Government, so we make do with our own local funds
to meet some of those Federal requirements when we could be
using them to more effectively meet some of the needs of our com-
munities.

But it still relates-I think it still relates strongly to thcse local
communities and metropolitan areas in making and being involved
in making those decisions of how to spend the money that we do
have.

Mr. RAHALL. Secretary Brown, let me ask you a question, if I
might, if you'd put on your Illinois cap now for a moment and not
as a representative of AASHTO. What does the State of Illinois
think about the turn-back proposal?

Mr. BROWN. Well, we're not in favor of turn-back. We wouldn't
have the highway system that we have today if we did not have
a strong Federal highway program. We believe that there ought to
be a set of strong priorities. The States, left to ourselves, we're
good, but you still need to have a strong sense of Federal priorities.

We think those priorities ought to first be the interstate system,
the NHS system, and bridges, and that we ought to focus our ef-
forts on that.

We didn't get to the finest transportation system in the world by
not having a strong Federal program.

Mr. RAHALL. Thank you.
Thank you, Mr. Chairman.
Mr. PETRI. Ms. Johnson, have you any questions?
Ms. JOHNSON. No, I do not.
Mr. PETRI. Thank you.
I have one or two.
I think, Mr. Brown, your testimony about people being diverted

from their jobs or working on a locally-beneficial project to filling
out paperwork and answering questions that really didn't seem to
be of any real use in the planning process reminded me of some-
thing that seems to be a problem around here. That is, when asked
why some questions or some paperwork was required, people in
Washington in the Department said, "Well, someone asked at a
Congressional hearing about that, and we didn't know the answer."

So I think we all here have to be very careful not to ask dumb
questions or not unknowingly ask a question out of idle curiosity,
or whatever, which then causes people to start putting in forms so
that they are prepared at the next hearing to answer questions
about how many whatever it is happens.

Mr. BROWN. We know that.
Mr. PETRI. It is sort of off-the-wall and irrelevant, or at least not

cost-beneficial, and I suspect many people take a little bit of this
process too seriously. Or they want to look good, and that--is coun-
torproductive to us getting our job done which is getting--the most
higL--priority things done in the most cost-effective way.
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So any questions that are asked here should not inspire any pa-
perwork

Mr. BROWN. It won't.
Mr. PETRI.- in any agency of the Federal or State government,

as far as I am concerned.
I had a couple of questions for you and for the other panelists.
One was wheth, r AASHTO is comfortable with the current MPO

set-aside in the sur.'ace transportation program, whether we should
raise or lower the population threshold of 200,000 or leave that
whole area as it is.

Mr. BROWN. I'll speak for myself on that, if I could, and I think
most of the folks at AASHTO would agree that we're pretty com-
fortable with what it sets. What we're not comfortable with, as I
mentioned before, is all the requirements that everyone has to do
within those guidelines.

We heard some testimony here about what a great idea the
major investment system plan is, the MIS. That's great if you're
talking about building a new expressway in a major metropolitan
area; it's not such a great requirement or a productive requirement
when you want to take a 2-lane road to a 4-lane road in Peoria,
Illinois, because it turns out being really a boon for consultants and
a drain on the Federal highway program when we're dealing in
those.

So you don't want to throw the baby out with the bath water.
That's the problem.

So, by and large, we're comfortable with the-that States are,
with the MPO process as it exists today. What we do need to do
is take a lot of these things that are good ideas and, where the
planners have sat either in Washington or wherever and come up
with all of the great ideas that we ought to do to implement the
strategies that were set forth in ISTEA, we need to kind of ratchet
back from those.

We don't need to throw out the concept of what we're trying to
do here, but we need to bring some real realism into the implemen-
tation of it.

Mr. PETRI. Maybe the other panelists, too-I'll just ask the ques-
tion another way. How do you think the relationship between the
States and MPOs is evolving, and what improvements do you be-
lieve should be made in this area? Any comments on that at all?

Mr. RUDDELL. Yes, Mr. Chairman. I think the relationship is ba-
sically good at present. I think some great strides were made for-
ward when ISTEA was first envisioned, and some of the require-
ments to keep or to require local transportation and local transit
involvement in the MPO process was good, and I think that we
should basically maintain what we have going in ISTEA with theMPO requirements, and the way the structure is right now is veryacceptable.

Mr. PETRI. As I indicated in our opening remarks, I think the
idea we have here is to not move more in the direction of one-size-
fits-all. Instead we want to allow a considerable amount of flexibil-
ity for local arrangements to work out because things, whether it's
logical or not, things seem to work one way or another, because of
political history or how institutions have evolved in different parts
of the country, or just the way communities are physically located.
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So I guess that seems to be generally in line with everyone's
thinking.

One other area. We're kind of discussing guidelines or other re-
quirements, and I wonder if any of you would care to comment on
the planning factors. ISTEA currently actually includes specific
planning factors that should be considered. Is this too prescriptive?
Should the planning factors be changed or dropped?

We want input not just at this hearing, but as we go along from
your departments or your associations on ways to try to make this
whole process more cost-effective and efficient.

Obviously, you can't dropall requirements. On the other hand, for
those that you do have, you need to make sure are really useful
and not there for their own purpose.

Mr. SOULE. Mr. Chairman, I think the-as far as the American
Planning Association goes, we'd like to see some thought given to
the idea of the performance criteria, but we would not like to see
our members think that the 15 criteria represent a good framework
that is not too prescriptive, in that those factors result in insisting
on some creative solutions, and they also emphasize the inter-
connectedness of transportation planning with other features of the
bigger picture.

So we wouldn't like to see the 15 factors reduced or streamlined,
but we do agree that there is some potential for looking at a con-
text within that to perhaps make the broader connections a little
bit easier to understand. But we wouldn't like to see them reduced.

Mr. WILKINSON. I think we feel very much the same. It's like the
factors we put in there are the examples, and what we want to do
now is come back and add the overall objectives in the form of
some performance criteria. But the examples are very important to
helping define the ultimate goal here, and that is to fully integrate
transportation planning and decision-making into the context that
the application and development and construction of these facilities
takes place so it becomes an integral part of the community and
it supports the overall aims and goals and needs of communities.

Mr. PETRI. Well, we all hear horror stories of where it's very ob-
vious what needs to be done, and they go in and are told by some
regional office or something else that they've got to hire consultants
and do a study of 10 different alternatives, none of which can be
done at the end of the day but it costs another $50,000 or $100,000
or whatever.

And, on the other hand, there are probably cases where if you
don't look at the alternatives you miss a trade-off or an opportunity
to do something a little better way.

So how you walk that line is the problem, and we need some
override mechanism, I think, or some way that people can set aside
the planning process if they can make a good case that it's stupid
in a particular situation.

Mr. Brown, you've been through this a lot, so -
Mr. BROWN. There is nothing wrong with the planning factors.

They're fine. What gets wrong with them is we just heard, "Let's
add to them and add some more things," and that's where we're
suffering.

We can't look at being more efficient, more effective, downsizing
government, cutting back on what we're doing, making our system
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work more efficiently, and keep adding to the things that we need
to do that are really not helping us make better transportation de-
cisions.

So we would just encourage you to be very careful, because what-
ever the Congress does, the bureaucracy will take five steps fur-
ther, and that's the problem when you're discussing things like
planning factors. There is nothing wrong with any of those; it's how
we-as you said, Mr. Chairman, how you find that give and take.

They're all reasonable things for everybody to be doing, but there
has got to be some-we believe there has to be some relief in that
prescription of what we're doing and how it gets carried out, and
let's not add to it, at least.

Mr. PETRL Yes, sir?
Mr. RUDDELL. Just a comment on that, Mr. Chairman.
I recently led a study team in Europe of viewing medium-and

small-sized cities in five European countries, and I'm sure that
many Congressmen have been to Europe and have seen some
small-and medium-sized cities over there.

One of the things that our entire study team was struck with
was the vibrance of the downtowns and the central cities in many
of those communities--downtowns that I know my city, and I sus-
pect most cities in America, would die for-alive and vibrant and
people living and working and moving in their downtown activities
and areas.

I think we agree with the factors that now exist in ISTEA for
planning, but I do think that there is room for some improvement,
and I think adding some central city issues to those factors could
help the overall process.

Mr. PETRI. Yes?
Ms. McCARTHY. That seems like a segue for the International

Downtown Association.
[Laughter.]
Ms. McCARTHY. I should add that I think they certainly are com-

plicated issues in terms of figuring out how to make sure that you
encompass transportation and land use and all the broad factors
that need to be brought into play, or, as someone has said, trans-
portation is a wonderful servant and a cruel master. We've got to
be sure that transportation plays a part of making communities
better, and that is a complex undertaking.

Mr. Wilkinson and I, Mr. Soule, and several others are actively
involved right now in a task force trying to figure out how to take
those transportation planning factors and make them most easily
operable, but also with measurable performance criteria so that it's
relatively easy to see how you're doing in the process, but also easy
to make sure that the process is as comprehensive and inclusive as
it needs to be.

We'd be happy to send you the result of that task force when we
finish working.

Mr. PETRI. Thank you. One of the unintended consequences of a
lot of our environmental laws seems to be the hollowing out of
older areas in the cities, because people aren't willing to buy an old
factory or facility because of the liability that may accrue to it, and
instead build out in green fields because they know that they're not
going to get hammered.
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This certainly wasn't the intention of any of that. In fact, I'm
sure that most people that were pushing this felt just the opposite:
they wanted to promote revitalization. But somehow we haven't fig-
ured out how to do it and there are a lot of things beyond our scope
in this committee or subcommittee, unfortunately, that ate essen-
tial to urban transportation planning.

Well, thank you very much. We appreciate your testimony, and
we look forward to working with you and your organizations as this
process goes forward.

The next panel consists of a series of witnesses who are appear-
ing on behalf of the National Association of Regional Councils and
the Association of Metropolitan Planning Organizations, and the
people who are so appearing include: Mr. Francis G. Slay, who is
a board mea.nber of the East-West Gateway Coordinating Council,
St. Louis, Missouri, and president, Board of Aldermen, City of St.
Louis, Missouri; Mr. Stuart W. Stein, chairman of the Transpor-
tation Council Policy Committee of the Ithaca-Tompkins County
Transportation Council, Ithaca, New York, and chairman of the
Tompkins County Board of Representatives, accompanied by David
Boyd, the executive director of the Ithaca-Tompkins County Trans-
portation Council; Mr. Henry Wilson, chairman of the Regional

ansportation Council.
I think Mr. Wilson has a representative who would like to intro-

duce him, and that's Representative Bernice Johnson, and then Mr.
Selph will be introduced.

Ms. Johnson?
Ms. JOHNSON. Thank you, Mr. Chairman.
It is a pleasure of mine to introduce Mr. Henry Wilson, who is

a city council member from the city of Hurst, and he is chairman
of the Regional Transportation Council of North Central Texas
Council of Governments.

He's a University of Texas at Austin graduate, University of
Texas, Arlington, and one of my alma maters, Texas Christian Uni-
versity.

He's employed by Bell Helicopter Textron Company, and he has
been there since 1969, and he is currently chief of product data sys-
tems in the engineering department.

He has been a city councilman for 12 yes, and he has served on
the COG board of the Regional Transportation Council for the
cities of Hurst, Euless, Bedford, Colleyville, and Grapevine. He has
served as secretary, vice chair, and now chairman.

I'm delighted to introduce Mr. Wilson.
Mr. PETRI. Thank you.
Mr. BREWSTER. Mr. Chairman, I'm pleased today to introduce to

the committee John Selph.
John Selph is a county commissioner from Tulsa, Oklahoma.

Commissioner Selph has been very active in participating in enact-
ing Tulsa's metropolitan planning organization's planning process.

He's a member of the board of directors of the National Associa-
tion of Regional Councils, and the vice chairman of the Indian Na-
tions Council of Governments, the metropolitan planning organiza-
tion for the Tulsa transportation management area.

He's here today on behalf of the metropolitan planning organiza-
tions to discuss with you the success MPOs have had since the en-
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actment of ISTEA, and he will share with you his thoughts on fur-
thering the success ISTEA has had utilizing MPOs.

In Oklahoma, the Oklahoma Department of Transportation has
recognized and regularly utilizes the MPO as a true partner in the
transportation planning and implementation process.

I'm pleased Commissioner Selph is here to discuss with you in
detail the successful role MPOs have served in transportation plan-

R.Ianks for being here, John.

Mr. SELPH. Thank you.
Mr. PETRI. Thank you. Shall we begin with Mr. Slay?

TESTIMONY OF FRANCIS G. SLAY, BOARD MEMBER, EAST-
WEST GATEWAY COORDINATING COUNCIL, ST. LOUIS, MIS-
SOURI, AND PRESIDENT, BOARD OF ALDERMEN, CITY OF ST.
LOUIS, MISSOURI; JOHN SELPH, VICE CHAIRMAN, INDIAN
NATIONS COUNCIL OF GOVERNMENTS, TULSA, OK, AND
BOARD MEMBER, NATIONAL ASSOCIATION OF REGIONAL
COUNCILS, TULSA, 01; STUAR T W. STEIN, CHAIRMAN, ITHA-
CA-TOMPKINS COUNTY TRANSPORTATION COUNCIL, ITHA-
CA, NY, AND CHAIRMAN, TOMPKINS COUNTY BOARD OF REP-
RESENTATIVES, ACCOMPANIED BY DAVID BOYD, EXECUTIVE
DIRECTOR, ITHACA-TOMPKINS COUNTY TRANSPORTATION
COUNCIL, ITHACA, NY; AND HENRY WILSON, CHAIRMAN, RE-
GIONAL TRANSPORTATION COUNCIL, NORTH CENTRAL
TEXAS COUNCIL OF GOVERNMENTS, ARLINGTON, TX, AND
COUNCIL MEMBER, CITY OF HURST, TX, ACCOMPANIED BY
MICHAEL MORRIS, DIRECTOR OF TRANSPORTATION, NORTH
CENTRAL TEXAS COUNCIL OF GOVERNMENTS
Mr. SLAY. Thank you.
Mr. Chairman, members of the committee, my name is Francis

Slay. I'm the president of the Board of Aldermen for the city of St.
Louis. I'm also a member of the board of directors of East-West
Gateway Coordinating Council, which is the metropolitan planning
organization for St. Louis, Missouri/Illinois metropolitan area.

East-West Gateway's jurisdiction lies both in Missouri and Illi-
nois and in two Federal districts. The St. Louis metropolitan area
includes 230 municipalities, all members of the organization.

This fragmented, multi- urisdictional metro area is a real test for
the cooperative regional decision-making process envisioned in the
ISTEA. I'm here today to tell you how we are making that process
work and why informed and cooperative transportation investment
decisions are so important.

The city of St. Louis makes up less than 20 percent of the popu-
lation of the St. Louis region, yet our downtown continues as the
region's geographic and commercial center. Like most major center
cities, we are facing a declining population and tax base, along
with serious social and economic challenges. Much of our infra-
structure is obsolete.

Through the cooperative planning process which is at the center
of ISTEA, we have been able to work through our MPO to link re-
gional transportation investments with our special infrastructure
and economic needs. This process is bringing results for the city of
St. Louis. Let me cite you a few examples.
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Important new projects are moving ahead. The city of St. Louis
includes one of the very first links in the interstate system, Inter-
state 70. Completed in the late 1950s, Interstate 70 is now well
past its design life and is very badly deteriorated.

As a direct result of the new working relationships and our new
regional plan, this critical highway finally will be rehabilitated. Na-
tional highway system connectors to major freight facilities in the
city of St. Louis will be improved. Access to the city's planned
multi-modal transportation terminal will be built by the Missouri
Highway and Transportation Department, the MHTD.

We are leveraging transportation investments in new and unique
ways. The regional jobs initiative is an $8 million public/private ef-
fort principally funded by the Annie E. Casey Foundation to forge
connections to help businesses find qualified employees and to spur
job creation and economic development efforts.

Transportation is a key element in the connection of people with
jobs, and it has been fully integrated into the planning process for
this project.

This is the first time we are explicitly linking transportation in-
vestments to targeted community-based job development.

None of these things would have happened prior to the ISTEA.
Much the same way we in the city of St. Louis have unique

transportation needs, my colleagues in the suburban and rural
areas of our region have transportation problems which must be
addressed. In two of our counties, for example, we identified safety
as a principal concern. Dealing with congestion continues to be a
principal concern for the planning process. We now look at those
investments far differently than before, though.

We consider the economic returns on our investment in conges-
tion relief with a more careful examination of the State-wide sys-
tem and community impacts of these capital-intensive projects.

While the impact of the ISTEA on the city of St. Louis is impor-
tant to me, it illustrates some important principals which go be-
yond this jurisdiction.

Transportation is more than just connecting points on a map. It's
about building stronger, self-sustaining communities and regions.
It is about building metropolitan transportation systems which
serve the economic goals of the Nation's metropolitan areas.

Of the Nation's population, 77 percent lives in metro areas, and
an even larger portion of the economy is centered in these economic
units. There can be no better argument for building metropolitan
transportation systems that really work. Likewise, there is no sub-
stitution for the cooperative decision-making process housed in
metropolitan planning organizations like East-West Gatew-Ay. How
else can decisions be made which transcend a myriad of Statie and
local boundaries?

We know that the process is hardly perfect. In a financially-con-
strained environment, there are natural tensions, some of which
will be reflected in the testimony of some individuals at this hear-
ing this morning. There are conflicts between the com peting goals
of expanding capacity in the fast-growing suburbs and preserving
existing assets in the center city. There is tension in trying to sat-
isfy economic and environmental goals. Competition between modes
is a constant.
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It is only recently that we in St. Louis have resolved our long-
standing disagreements with the State of Missouri about our role
in the decision-making process and the level in investment in ourregion. Our recently-concluded memorandum of understanding
with the Missouri Highway and Trans portation Department for a
fully-cooperative planning process resulting in one regional trans-portation plan was adopted by the MPO. This agreement would not
have been concluded without the role and the decision-making
process that local officials acquired with the ISTEA.

Not everyone at the MPO table where investment decisions are
made will be entirely satisfied. The important lesson of the ISTEA,
however, is that the natural tensions of the transportation plan-
ning process are best resolved at home, and often only through the
give-and-take of the political process, but they can only be resolved
if the local officials are sitting at the table where the decisions are
made and our vote really counts.

Thank you for allowing me the opportunity to speak.
Mr. PETRI. Thank you.
Mr. Selph?
Mr. SELPH. Good morning, Mr. Chairman and members of the

committee. My name is John Selph. I'm vice chairman of our local
Council of Governments, Indian Nation Council of Governments.
My comments today draw from my personal experience as a county
commissioner in Tulsa County, Oklahoma, and also participating in
and reflecting up on our MPO planning process.

The role of INCOG and MPOs has significantly grown as a result
of enactment of ISTEA. Prior to the implementation of ISTEA, the
process was driven or really dominated by the State Department
of Transportation. Local policy officials really were not consulted,and policy-making and priority -setting was largely decided by the
State DOT. In short, it was the Golden Rule. The State DOT re-
ceived Federal money and made all the rules.

Also, prior to the implementation of ISTEA, meaningful financial
constraint was largely unknown with respect to the transportation
improvement plans and long-range plans.

In Oklahoma, as well as many other States, the TIPs became
wish lists. The State DOTs over-committed to projects to satisfy po-
litical pressures, and there was a real disconnect between planning
and implementation.

In our State, completion of Federally-assisted jocal projects was
an arduous process, at best.

Enough about the past. ISTEA has fundamentally changed the
process for the better.

The Oklahoma Department of Transportation began to recognize
the MPO as a resource that could be utilized to develop a com-
prehensive program where hard decisions would be made in light
of scarce financial resources. In the spirit of ISTEA, the MPO be-
came a true partner in the transportation planning and implemen-
tation process.

ODOT and our State's MPOs now work together on a regular
basis as a team in policy development, research, modeling and fore-
cast, as well as public participation efforts.

Our key policy officials, ODOT senior management, as well as
our State transportation commissioner, meet on a regular basis in
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Tulsa to discuss project status, strategy, funding priorities, and po-
tential areas of cooperation.

One of the most important factors that has made the process
worthwhile is the idea that the elements of fiscal constraint pre-
vails. We don't deal with wish lists any more. We're now forced toset our priorities within the framework of the limited resources
that are available to us, forcing the debate to face very real prob-lems, and also forcing us to make difficult choices.

This is difficult, but it is necessary if the process is going to be
accountable.

Another major element introduced into the transportation proc-
ess is flexibility. A good example of this in our area is in regard
to the relationship between transportation and air quality planning
as it relates to ISTA and the Clean Air Act.

Tulsa is deeply concerned about the possibility of losing its hard-
earned attainment status. In addition to the health benefits of im-
proved air quality, another motivation for us to remain in attain-
ment is to avoid the complex conformity procedures and offset re-
quirements that would adversely affect economic development ef-I-orts.

In Tulsa, for example, we had developed a highly-successful
ozone alert program. It's a voluntary program that has been in ex-
istence since 1991. It's the Nation's first episodic air quality pro-
gram. It has been very successful. So far we've called 38 ozone alert
days, and we've only had, I believe, three exceedences on those
days. It has worked well.

Tulsa, being an attainment area, was not eligible to receive a di-
rect allocation of congestion mitigation air quality, CMAQ, funds
like non-attainment areas do. The message was: you only get the
funds when you fail, violate the standards. We won't help you not
fail.

To ODOT's credit, they recognized that an ounce of prevention
was worth a pound of cure. The governor in Oklahoma, as well as
the ODOT administration, at our request, provided around
$400,000 a year for the life of ISTEA to Tulsa and Oklahoma City
for the development of air quality programs, which we really appre-
ciate.

We have taken our air quality initiatives one step further by be-
coming the first EPA-approved flexible attainment region in the
city. This innovative program was signed into effect about a year
ago. ODOT is a full working partner in this effort.

ISTEA in our area works because all the stakeholders are sup-
portive and willing to devote the time and effort to make it work
and because of our approach. Our central city, Tulsa, is treated as
an important force in this process, and it is a key player in that
process.

The policy committee consists of local gc:,ernments, the Indian
tribes, the State DOT, and all transportation modes--pedestrian,
transit, airport, port, rail, and trucking. In fact, the local bicycle/
pedestrian representative currently chairs the Policy Committee
chair.

By our decision-making process, all of our plans that are ap-
proved by the TIP have to come before our local COG, our board
of directors, and receive approval. That consists primarily of elected
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officials from the city of Tulsa, as well as the county of Tulsa, so
we think that the interest of our central city is treated fairly.

I have put forth a number of recommendations. I won't go
through those this morning, but I hope you'll take the time to read
those, and I do appreciate the opportunity to appear before you this
morning.

Mr. PETRI. Thank you.
Mr. Stein?
Mr. STEIN. Mr. Chairman, members of the committee, I do also

appreciate this opportunity.
First, let me tell you, I think I come with a somewhat special

point of view because I come from, if not the smallest, the next-
smallest MPO in the country. We're in Tompkins County, upstate
New York, in the Finger Lakes region. Our central city is Ithaca.
Our population for the MPO is 50,132, barely over the 50,000
mark. I believe we're the second. I'm told that Brunswick, Georgia,
has 50 people fewer than we have. But, nevertheless, we won't
argue about that.

My comments are made from that perspective-a small MPO.
I chair the MPO board. I also chair the county legislature. I'm

talking from both those points of view as an elected official for the
county.

First, let me say that our experience with ISTEA has been pro-
foundly positive, and we have had a-it has given us a very
healthy climate for transportation planning and decision-making,
and if there is one message I want to leave with you here, it is:
from our viewpoint, we urge you to continue this program and to
continue in its basic form.

I do have some comments that I wish to make about some
changes and corrections, but they should be taken in the context
of improvement of an existing good piece of legislation. I can't
stress that strongly enough from our point of view.

It has been very helpful to us, primarily because it has provided
us with professional help. Remember, we are quite small. We have
always had limitations on our funding ability to bring professional
competence to this process.

We operate with a very small staff-three people, one of which
is a secretary-and an annual budget of $150,000. That's a lot of
money for us, and it has really helped us to raise the professional
level of our decision-making.

It has also brought together at the table other colleagues, elected
officials that have, for-very rare for us to do this. The ISTEA
MPO program has forced us to meet and discuss issues and work
together, and that has been very helpful and very positive, and it
has been helpful well beyond the ISTEA process. It has shown us
that we can work together, and we're taking on other kinds of is-
sues as a result, leading to improvement of government, consolida-
tion possibilities in a whole range of areas, and also helping us in
economic development.

It has also brought the public and the community into the proc-
ess in a way that is much more substantial than previously, and
this has also been helpful in terms of community involvement. I
also want, as others have, to stress that point.
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We have some concerns and we'd like you to consider these. Con-
trary to some of the other suggestions about either keeping or rais-
ing the 200,000 population, obviously, coming from my size commu-
nity, I would like you to drop that 200,000. We feel, in a sense, like
second-rate citizens because we feel we have, even with a limited
staff, competence to make very good, sound decisions, and the
200,000 population for these decisions is somewhat restraining and
psychologically restraining.

We don't see any reason for keeping that, and we'd like to sug-
gest you consider dropping that and including us in the sense of
the spirit and soul of the whole project, of the whole approach. I
think that you should include the smaller MPOs in that, as well.

We find that some of the requirements that are in legislation or
administration-the 15 requirements are somewhat restrictive for
us. We're not suggesting that they be dropped, but we think that
we need much more flexibility because some of them do not-are
very difficult for us, with our limited staff and just because some
of the issues just may not apply directly to us. We think flexibility
is really an important aspect to that.

We also would like to-we do not receive direct sub-allocation of
funds, as other MPOs do that are 200,000 or more, qa nd we would
like to be considered in that. Again, it's in the context of being
treated, instead of a two-tier system, to be treated as part of the
whole.

So let me just repeat my first comment, and that is we found
ISTEA to be very positive, very successful, and we do not want you
to turn back the clock on this. We want to move ahead, basically
as it is, with some of the improvements. From our point of view as
a small MPO, we strongly encourage its continuation.

Thank you for your time.
Mr. PETRI. Thank you.
Mr. Wilson?
Mr. WILSON. Thank you, Mr. Chairman and members of the sub-

committee.
I bring you the perspective from the other end of the scale. I'm

a city council member from the city of Hurst, Texas, chairman of
the North Central Texas Council of Government's Regional T'ans-
portation Council, the metropolitan planning organization for the
Dallas/Ft. Worth area.

We recognize or responsibility for planning and programming.
We are responsible for an area over 5,000 square miles. Our metro-
politan area includes nine counties, over 100 municipalities, eight
of which are larger than 100,000 in population, including our two
central cities, Dallas and Forth Worth.

The Dallas/Ft. Worth metropolitan planning area is the key eco-
nomic and social and political center for Texas and is very impor-
tant to the United States, accounting for over 30 percent of Texas'
gross regional product. Employment has grown by 34 percent in
the .1980s, and is projected to increase by another 50 percent to 3.5
million by the year 2010.

The Dallas/Ft. Worth region has also experienced some very
large population growth, growing 30 percent during the 1980s, ex-
pected to grow 32 percent, to 5.4 million, by the year 2010, and our
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current population of 4.1 million is larger than 27 other individual
States.

The economic growth we're experiencing, however, is not without
cost and challenges. Growth in jobs and population has translated
to greater demands for increased population capacity. Over 100
million vehicle miles of travel occur daily within our region, result-
ing in 30 percent of our roadways being congested during the peak
travel times, and this is an annual expense and cost of over $2.8
billion to our region.

With projected transportation funding shortfall of over $9 billion
by the year 2010, identifying future revenue resources for our
growing mobility needs is a very huge challenge.

Cou pled with the anticipated financial shortfall is the environ-
mental challenge of air quality, a very real and present dilemma
which we're striving to overcome. Local elected officials, acting to-
gether on behalf of our region, have been given a very excellent tool
or addressing these challenges, and that tool is the Intermodal

Surface Transportation Efficiency Act of 1991, or ISTEA.
We feel ISTEA has been the answer for our region. Through

ISTEA we're making great strides of programming transportation
funds that best meet the needs of our area, allowing us within the
area to address congestion, safety, and air quality problems. ISTEA
has allowed us to build regional consensus for future multi-modal
transportation investments, planning for our area, which has re-
sulted in a more balanced, efficient, effective regional transpor-
tation system.

In the time I have remaining, I'd like to highlight some of our
experiences with ISTEA which we feel are beneftting us.

The Regional Transportation Council has taken an active role in
selecting the transportation projects, programming the funds, and
working closely with the local governments, transportation authori-
ties, Texas Department of Transportation, to ensure these projects
are implemented. Since 1993, we have programmed over $650 mil-
lion of ISTEA funds in our region.

Examples of these projects include: intersection improvements,
signal system improvements, commuter rail, high occupancy vehi-
cle lanes, van pools, ride shares, freeway incident detection and re-
sponse systems, bicycle and pedestrian facilities, conversion of
transit and other public vehicles to alternate fuels, as well as the
traditional mobility projects.

The financial constraints of ISTEA that impact the development
and implementation of the metropolitan transportation plan have
challenged us in a very real way, and we feel the challenge is really
for the better. It has forced us to recognize that funds in the future,
as they are today, are likely to be very limited, and we, the local
elected officials, working through the MPO staff, the local govern-
ments, the transportation agencies, must strive to identify new
transportation improvements and programs that can meet the mo-
bility requirements that we have with the limited funds available.

ISTEA has provided key mechanisms in the planning process for
achieving regional consensus on future transportation investments.
The process provides a means of building consensus within many
entities, including the elected officials, the local elected officials,
the technical staffs, the business communities, the neighborhoods,
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special interest groups, and the general public. We all bring them
together in a very detailed planning process.

Information regarding the performance and cost/benefit of these
various projects are brought to the table and discussed.

I see my time is running out, so I'm going to go down toward the
bottom.

ISTEA has brought home the reality of financial constraints,
forcing us to be smarter in the way we plan and allocate our re-
sources, resulting in new partnerships an innovative strategies for
funding our mobility needs. It has provided mechanisms for build-
ing regional consensus, the opportunity of including the public in
our transportation policy-making. It has also given us the flexibil-
ity in intermodalism and cooperation that we didn't have prior to
ISTEA. It has served to reinforce these concepts and provide a suc-
cessful framework for which the MPO can carry this out.

Ladies and gentlemen, in our region, bottom line, ISTEA works.
Mr. Chairman, I want to thank you for allowing me to make

these remarks, and I'll be happy to answer any questions that you
might have.

Mr. PETRI. Thank you.
Mr. Rahall?
Mr. RAHALL. Thank you, Mr. Chairman.
Mr. Stein, let me ask you a question. When you suggested that

we drop the 200,000 threshold, were you speaking within the con-
text of the surface transportation program only, within the context
of those funds?

I ask that because last week we had a witness that suggested we
sub-allocate to MPOs all ISTEA funding, including NHS and inter-
state maintenance funds.

Mr. STEIN. I was suggesting it for the former rather than the lat-
ter, but I hadn't-I can't say that I've given any thought to the
broad approach on that.

The point I was trying to make-and I think it's a generic
point-is that we feel as if-psychologically we feel as if we're sec-
ond-rate citizens because we don't have the same decision-making
authority as those other MPOs of 200,000 or more.

So, given that generic approach, it should apply to everything.
We feel we have the ability and competence to make good, sound,

solid decisions, and we want to do that, and the 200,000 population
limitation is-makes us feel as if we are not given that authority.

So we want to be like everybody else, in other words.
Mr. RAHALL. So your suggestion then was coming only within the

context of STP funds?
Mr. STEIN. Yes.
Mr. RAHALL. Okay. Thank you.
Thank you, Mr. Chairman.
Mr. PETRI. I wanted to follow up on that a little bit, too.
The larger MPOs have more authority, but they presumably

have more paperwork that they have to comply with as a part of
exercising those spending decisions or recommendations. So do you
want them both, or do you just want the authority? How do you
work that out?

Mr. STEIN. We want the best and we want to remove the worst.
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Mr. PETRI. There are probably some trade-offs there, and we
would be sympathetic to trying to make it more flexible. 200,000
is an arbitrary number, 50,000 is an arbitrary number. Situations
vary, and in some particular parts of the country or neighborhoods
there might be a real benefit in having this, and probably people
will develop it anyway, as you have, without the full authority.

But we'd be eager to get advice as to how to make this work bet-
ter. We don't want to give you something you're asking for and
then have you or others discover that you wish you hadn't because
you end up with three people overwhelmed.

The Illinois Department of Transportation was saying that they
were overwhelmed with some of the planning requirements, so this
is a kind of the other side of the story, so to speak.

Mr. STEIN. I think that's an extremely important point, because
we feel somewhat overwhelmed as it is with some of the paper-
work, since we have, as I mentioned, a very small staff and very
limited resources, and we certainly want to avoid any more. We
want less.

Let me offer that I'm not prepared to give you specific rec-
ommendations at this point. I would like to have the opportunity
to send them to the committee at a later time.

Mr. PETRI. We'd appreciate that, and any other specific sugges-
tions as to how to make this process work better, building on what
we already have. You're the people on the firing line who have to
make it work, and so you probably can give us a lot of good advice
as to how it can be structured a little more efficiently.

Mr. STEIN. We'll try to do that. Thank you.
Mr. PETRI. Thank you all.
We're joined by several of our colleagues who I know would like

to introduce members of the next panel. I think I'll introduce Ms.
Susan Mortel, who is the assistant deputy director for planning for
the Michigan Department of Transportation.

Mr. Baker, have you any other Californians you'd like to-
Mr. BAKER. Mr. Chairman, thank you.
I'd like to introduce Mr. Larry Dahms, who is executive director

of Metropolitan Transportation Council in San Francisco. It's our
MPO, our planning area for transportation. It's also an area where
we have a tremendous amount of congestion. There about five mil-
lion people that live in the bay area, and they all come together
in two or three focal points, and there are as many politicians as
there are solutions, or about twice as many solutions as there are
politicians.

It is this organization's goal to get everyone singing from the
same song sheet when they come here.

BART to San Francisco Airport was one heck of a mess. When
we got here, people were lobbying the Federal Government on the
routes. So we got them all in a room, and with Larry's leadership
were able to get everyone to agree on routes and the approach to
the airport now, including the airport and even some of the air-
lines.

I really want to welcome Larry Dahms here and to thank him
for all the good work he's doing refereeing the various transpor-
tation interests in the bay area in California.
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Mr. PETRI. Thank you. And we have two other Californians. Mr.
Stan Oftelie is the chief executive officer, Orange County Transpor-
tation Authority, Orange County; Mr. Ron Bates, city councilman,
city of Alamitos, on behalf of the Southern California Association
of Governments and the League of California Cities.

We're joined by our colleague from Colorado, Joel Hefley, who
would like to introduce another.

Mr. HEFLEY. Mr. Chairman, I would-first of all, I want to thank
you for holding these hearings on the important issue c the struc-
ture of the metropolitan planning organizations as t'at issue re-
lates to the reauthorization of ISTEA.

One of the steps taken by ISTEA was the sigr.ficant enhance-
ment of the power and the role given to the MPOs, and it is most
appropriate that this role be examined to determine how well it's
working and whether reform is needed.

It is my sincere pleasure today to introduce Michael Cooke, who
is a commissioner for the Douglas County, Colorado, Board of Com-
missioners.

Commissioner Cooke, as an elected official from our Nation's
fastest-growing country, has first-hand knowledge of how this as-
pect of ISTEA is working. I know you'll find her testimony invalu-
able.

Commissioner Cooke is Douglas County's representative to the
Denver Regional Council of Governments and was first elected to
the board in 1992.

To lay the perspective out here, here you have the fastest-grow-
ing county in America outside a big metropolitan area of Denver,
Colorado, so you have fast-growing, with all the demands placed
upon a fast-growing county infrastructure-highways, all kinds of
demands. You have an MPO dominated by its bigger neighbor to
the north.

Before I turn to Commissioner Cooke, I wanted to inform the
subcommittee that I've reviewed Commissioner Cooke's testimony,
and, because I work closely with Douglas County and their rela-
tionship to the MPO, I believe reform is desperately needed.

In the near future I'll be introducing legislation that will encom-
pass the thrust of the Douglas County recommendations to you
today, and I hope that the committee will consider this when you
begin to mark up your reauthorization bill for possible inclusion
into that bill.

With that, I would like to present to your committee Commis-
sioner Michael Cooke.

Thank you, Mr. Chairman.
Mr, PETRI. Thank you.
Would you like to begin?
Mrs. COOKE. That would be fine.
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TESTIMONY OF STAN OFTELIE, CEO, ORANGE COUNTY TRANS-
PORTATION AUTHORITY, ORANGE COUNT., CA; LAWRENCE
D. DAHMS, EXECUTIVE DIRECTOR, METROPOLITAN TRANS-
PORTATION COMMISSION, SAN FRANCISCO, CA; RONALD
BATES, CITY COUNCILMAN, CITY OF LOS AIAMITOS, ON BE-
HALF OF THE SOUTHERN CALIFORNIA ASSOCIATION OF
GOVERNMENTS AND THE LEAGUE OF CALIFORNIA CITIES;
MICHAEL COOKE, COMMISSIONER, BOARD OF COEMIS-
SIONERS, DOUGLAS COUNTY, COLORADO; AND SUSAN P.
MORTEL, ASSISTANT DEPUTY DIRECTOR, BUREAU OF PLAN-
NING, MICHIGAN DEPARTMENT OF TRANSPORTATION
Mrs. COOKE. Thank you, Mr. Chairman, members of the sub-

committee.
For the record, my name is Michael Cooke. I am a county com-

missioner from Douglas County, Colorado, as you've heard.
I'm here to testify today on the need for reform of the metropoli-

tan planning organizations in the reauthorization of ISTEA.
As you heard, according to the latest census figures, Douglas

County is the fastest-growing county in this Nation, and our popu-
lation today exceeds 110,000 persons. That represents an 83 per-
cent population growth since 1990.

The county lies between the two largest cities in the State of Col-
orado, Colorado Springs and Denver, and so, in addition to the im-
acts of population growth, we have the impacts that are generated
y the commuter traffic traveling to and from those cities that we

link.
Although we have worked, Mr. Chairman, to cooperate within

the system and with our MPO, the Denver Regional Council of
Governments, or DRCOG, we have concluded that the MPO process
for the approval of transportation funding is inadequate.

While we understand the intent of ISTEA was for more flexibility
and certainly more local control, it did not give local governments
the ability to make decisions as to whether or not to participate in
a system such as the MPO system.

In fact, Federal regulations dictate that in order to redesignate
an MPO, three things must happen: first, you need the approval
of the governor of the State; second, you need the approval of the
local elected officials representing 75 percent of the total population
of the region; and, third, you need the approval of the local officials
within the central city within that MPO region.

To achieve these requirements today for us is a virtual impos-
sibility.

The population of the DRCOG region is approximately two mil-
lion people, and we in Douglas County make up about 5 percent
of that total people. Yet, in the 1993-1995 transportation improve-
ment program funding cycle, Douglas County was allocated one-
third of 1 percent of the total funding available, and in the 1995-
1997 cycle we were allocated 1.2 percent. It's this funding inequity
and the fact that we believe there to be an inability for us to
change the system that has brought us here to address you today.

Specific details of problems that the county has encountered with
DRCOG are included in my written testimony, which has been pro-
vided for you, but I will briefly summarize some of those issues.
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Beginning with the fact that we applied for funding to complete
a 4-lane section of roadway, our busiest roadway in Douglas Coun-
ty, and the project met all of the established criteria; however, the
MPO labeled this project a capacity enhancement and denied the
funding. In fact, this was clearly a continuity project, as this road
was widened on both ends.

We also applied for funding for a safety project to separate bicy-
cle traffic from automobile traffic on a roadway in Douglas County.
By the time the MPO completed work on this project, it was so se-
verely altered it no longer met our stated needs and we rejected it.

The MPO was also initially in support of and, in fact, somewhat
of an obstacle in our efforts to designate a section of highway in
Douglas County as part of the national highway system. After 5
months of persuasion, DRCOG did issue a letter of support to Fed-
eral Highways, but it only was sent 2 days prior to your action on
that national highway system.

We've also given you written information in the testimony detail-
ing difficulties we've had with unreasonable deadlines andthe in-
flexibility of those deadlines, and also on the reallocation of con-
struction funds on one of the most critical projects in Douglas
County, and that's Interstate 25, which links Denver to Colorado
Springs--the reallocation of that funding to projects outside of
Douglas County.

We've come to the conclusion, Mr. Chairman, that the system
does not resemble a democratic process, and today are asking for
your consideration of our proposals for reform of the MPO system.

At this time I'd like to read those proposals into the record.
Number one, we request that you lower the unreasonable barrier

for a jurisdiction's withdrawal and redesignation from an MPO to
the approval of local officials representing 50 percent of the popu-
lation of the entire metropolitan area outside of the central city.

Number two, if this criteria is achieved, there is no justification
for a central city having veto power, and so we would request that
the central city veto be eliminated.

Number three, if a jurisdiction is successful in achieving the pre-
vious two, we still have a Federal requirement that that jurisdic-
tion be required to cooperate, consult, and coordinate with the
MPOs in the area.

We think that then hampers the ability for local decision-making
and request that language to read only that the new MPO consult
with other entities.

Number four, because State departments of transportation have
knowledge, experience, and expertise to assure project selection
based on sound data and engineering, we request that the author-
ity for project selection be returned to those entities.

In closing, Mr. Chairman, we believe there should be a require-
ment that an MPO must have a process in place for equitable,
agreed-up on local decision-making, and that that process should be
utilized. It is not being done so today.

With that, I thank you, Mr. Chairman, for giving us an oppor-
tunity to address the subcommittee.

Mr. PETRI. Thank you.
Ms. Mortel?
Ms. MORTEL. Thank you, and good morning.

I
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My name is Susan Mortel. I'm the assistant deputy director of
planning for the Michigan DOT. Thank you for the opportunity to
testify this morning.

MDOT is a strong supporter of the principles of ISTEA. We have
14 MPOs, ranging in size from less than 100,000 to several million
in population.

We've met the ISTEA deadlines for the creation of our long-range
plans and our transportation improvement programs on time, and
we have worked very hard to meet the changing needs of the urban
areas' transportation.

The State and MPO relationship is anything but perfect, but it
is working.

As we enter reauthorization, I'd like to offer MDOT's perspective
on where we think we should be headed.

We need to work harder on establishing mutually-agreeable pri-
ority structures in our urbanized areas. If we have those priority
structures in place, we can ensure that the most important needs
move forward on schedule.

In order to do this, we're going to need to tie project selection
more securely to our long-range program goals.

All of the partners need to agree on the priorities. We need a
project selection framework that sets criteria to ensure that re-
gional needs are met and not just those of individual units of gov-
ernment. The project selection responsibilities outlined in ISTEA
can work within this framework.

Next, we need to ensure that the owners and the operators of the
transportation system have an important role in the project selec-
tion. For example, the Grand Rapids Transit Agency still doesn't
have a vote at the MPO table. The agencies responsible for the con-
dition of system and the quality of the service must be at the table,
and each partner brings a different perspective to this process.

Local jurisdictions, for example, the cities or counties, have a
narrower perspective, guided by their political boundaries, than the
State. The State must be able to balance the needs of multiple ur-
banized areas, and at the same time recognize that the condition
of the local system, the local streets, can affect the operation of the
higher-level system. The MPO is the place where the partners can
come together and find common ground.

Third, we need to move away from sub-allocation formulas with-
in urbanized areas. When a large urban area, a TMA, receives an
allocation of STP money provided under ISTEA, the first thing that
some of them do is to sub-allocate to the individual political juris-
dictions in their urbanized area.

This achieves geographic equity within the urbanized area, but
it also creates some problems. A small pot becomes smaller. The in-
dividual unit of government becomes to thinking that the money is
theirs outside of any regional priority structure or priority-setting
mechanism, and it encourages a fairly narrow view or narrow focus
and makes it very difficult to encourage coordination and partner-
ships that allow large, regionally-important projects to be built.

We need to move towards a needs-based, criteria-driven project
selection process in our urbanized areas. It needs to involve the
transportation providers, local elected officials, and interest groups.
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Now, it is true that there is nothing in ISTEA that prevents us
from doing that right now, and we are moving in that direction.

As we reauthorize ISTEA, it's really important that we don't
make it impossible for us to continue moving in that direction.
Some have suggested that the answer to our national priority-set-
ting problem is to allocate money directly to all of the MPOs, or
directly to central cities.

MDOT believes that it's not in anyone's best interest to put any
of the partners in the position of going it alone. The partnership
doesn't mean that the State selects all the projects, and it doesn't
mean that the MPOs should select only projects on city streets. We
need to use the MPO forum to settle our differences and agree on
priorities and make the project selection mechanisms that are cur-
rently in the ISTEA work.

We need to focus more carefully on what our customers are tell-
ing us, and "us" is the partnership. Allowing any of the partners
to opt out of the process is not a solution to our problems.

Local city streets, county roads, feed State trunk lines-buses
travel roads of all jurisdictions. I haven't met anybody, any of our
customers yet who care whether or not the State owns the road or
the city or the county owns the road. What they care about is
whether or not there are potholes and whether or not there is a bus
there and whether or not it's on time.

The partnership is evolving, the partnership can work, and the
partnership is good for the customer.

Michigan has had a very boisterous process in the last year.
Some of us are still bruised. But the highest priority State and re-
gional projects are moving forward.

There have been many positive instances where we have been
able to meet mutually-agreeable project goals and make the process
work.

One comment on flexibility. What we're hearing from a lot of our
smaller MPOs is that they are feeling fairly overwhelmed by some
of the planning requirements. Also, we needthe ability to move for-
ward on our STP without lengthy, time-consuming, multiple Fed-
eral approvals.

We need to apply the financial constraint mechanisms that are
in the STP in a way that accomplishes our need to be financially
constrained without making it so difficult to take advantage of the
new flexible in funding that's provided in the NHS bill.

With that, thank you very much for the opportunity to comment.
Mr. PETRI. Thank you.
Our colleague, Jay Kim, has joined us, and I think he wanted to

make several introductions.
Mr. KIM. Thank you, Mr. Chairman. I'd like to thank you again,

Mr. Chairman, for holding this hearing on MPO issues.
The next panelist, Mr. Ron Bates, is well-known and has a good

reputation in southern California as not only a councilman but also
a transportation expert. He's the incoming vice president of the
League of California Cities. He's appearing on behalf of the SCAG,
of which I used to be a member when I was a mayor.

Again, as you know, SCAG is one of the largest MPOs in the
country, I believe. SCAG serves 6 counties and more than 15 mil-
lion people in southern California.

I r - - - - - -I
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I'm so proud to see you today, and I'm looking forward to hearing
from you today, Mr. Ron Bates. Welcome.

Thank you, Mr. Chairman.
Mr. PETRI. Thank you. Will you care to proceed?
Mr. BATES. Mr. Chairman, committee members-thank you, Mr.

Kim, I appreciate that introduction. My name is Ronald Bates. I'm
a council member with the city of Los Alamitos in Orange County.
I chair the Transportation and Communications Committee at
SCAG, and I'm also a second vice president of the League of Cali-
fornia Cities.

We'd like to tell you today-I'm sure you already know this-that
ISTEA works. It's working in southern California. We'd like to see
it authorized essentially as is, with its provisions for continuous,
comprehensive, and coordinated planning.

I have three points I'd like to make today with you, and those
are, first, that the economy of the regions, transportation, economic
development are linked.

Secondly, I'd like to tell you a little bit about our structure at
SCAG.

And then, third, some of the successes that we've had over the
last 5 or 6 years.

First let's talk about the linkage. As you may know, there are 45
major metros with over a million people. They also include 60 per-
cent of the population of this country. I think what's significant
here is 90 percent of the Nation's jobs and growth are coming from
those major metros.

Southern California, alone, I think as Congressman Kim has in-
dicated, would be the twelfth largest economy in the world.

In 1995, we had a HUD report, "The Challenge of Community,"
which states that global competitiveness is tied to America's metro
areas. Certainly our transportation system is inextricably linked to
the economic development, the environment, and the quality of our
lives in our regions and ultimately in the country.

We have a linkage.
Now let's talk a little bit about how SCAG is structured.
We have a 71-member, locally-elected body. Each member rep-

resents about 200,000 in population, with each member having one
vote. We're on 2-year terms, so we are accountable to our peers
who elect us to the regional council.

We have a board structure that has three policy committees, one
of which I chair-Transportation and Communication-and then
three standing committees.

We have a Regional Transportation Agencies Coalition, which
has the transit operators on that coalition providing direct input
into the regional council.

We have a Regional Advisory Council, which has to do with busi-
nesses, environmental groups, individuals, so they give direct input
into the process.

Probably what's unique to major MPOs is we have 13 sub-regions
that have policy bodies that provide a bottoms-up planning ap-
proach in our region, so we get good integration, good public input
into our planning process.

In terms of some of the successes, I'd like to point out, as you
may know, that we're the only extreme ozone attainment area for
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air quality, and we have been able to make conformity findings for
several regional transportation plans.

We have been involved in the planning and are a board member
of the Metrolink program that involves the transit operators and
transportation commissions in southern California.

We've established the Alameda Corridor Transportation Commit-
tee, which involves the shipping through the ports of LA/Long
Beach, bringing that into the region, and hopefully developing a re-
gional concept for a southwest passage between southern Califor-
nia, Texas, and on to the east coast.

We've developed transportation strategies that focused on ad-
vanced technology, pricing solutions, smart shuttles to address
transportation issues, and we've expanded our outreach program so
that we have televised electronic forum, town hall meetings for
transportation input from the various cities around the region to
involve them into the planning process.

So I'd just like to say, in conclusion, that it's working in southern
California. Certainly there need to be some improvements in the
legislation, itself. We think those improvements are minor.

We'd like to thank you for this opportunity to comment, and we
would enjoy working with you on the details and would be happy
to provide input in formulating the ultimate ISTEA-II.

Thank you.
Mr. PETRI. Thank you.
Mr. Kim, would you care to make another introduction?
Mr. M. Thank you, again, Mr. Chairman, for yielding.
Our next speaker-you may know him pretty well-is Mr. Stan

Oftelie, a long friend of mine. He's the CEO of the Orange County
Transportation Authority, and we've known each other almost a
decade.

I have to tell you about him just a little bit. He was the one that
put together this consolidation of seven different transportation
agencies and made it one solid transportation authority, and he's
the one that had the innovative idea about bringing all the privat-
ization concept, and we got three corridors out there.

It's the first time in California history we're going to have a pri-
vate road-privately funded, privately maintained.

Again, in spite of all the bankruptcy-I don't know how he did
it, but the transportation project was ongoing, and without any
delay. The project has been successfully completed.

Again, I'd like to applaud you and thank you again for coming.
I'd like to welcome you again.

Thank you, Mr. Chairman.
Mr. PETRI. Sir, please proceed.
Mr. OFTELIE. Thank you, Mr. Chairman.
It is always great to be introduced by your Congressman.
We have two issues today. One, we'd like to focus a little bit on

how the MPO boundaries are determined. Like Commissioner
Cooke, we recommend that there be a more flexible process for the
redesignation of metropolitan planning organizations be Enacted as
we take a look at ISTEA. We suggest that you look at a fine tuning
of the existing approach, rather than a re-invention or a re-evo-
lution or re-devolution of the transportation system. We're talking
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about fine-tuning, and we think some fine-tuning can make good
sense.

In a broader area, we're seeking greater flexibility in transpor-
tation decision-making, while recognizing the value of local control
and home rule.

The support concepts of having MPO-like agencies be the key
building block of transportation planning, while recognizing a one-
size-fits-all approach has severe limitations, is good news and it's
the kind of thing we'll bring to you as part of our input today.

Specifically, Ron has chatted with you a little bit about the size
of SCAG. The Southern California Association of Governments is a
six-county agency, 38,000 square miles, 14.5 million residents.

To illustrate just how large that is, if Mr. Stein, who spoke ear-
lier, if his single MPO was put into the mix in southern California,
we'd have to have 290 MPOs just for the SCAG region. That would
be outlandish, just as outlandish as having one for the entire re-
gion doesn't make very good sense.

We think that you should look a little bit differently at agencies
that includes three separate air quality districts, five counties
which have locally-adopted sales taxes for transportation improve-
ments, hundreds of cities. We think this is a very large and some-
times unwieldy area to work within.

I understand the frustration of the State of California when they
talk about devolution. I think their prescription on how to solve the
problem is much, much too troublesome. There are simpler, easier
ways to refine this problem.

We think the specific provision that requires transit operators to
be full members of the MPO should be a key decision-making ele-
ment that we look at. There is a process outside the SCAG formal
decision-making process for sub-groups to work as transportation.
We can present that information at the podium. We're not allowed
to be a part of the 71-member decision-making board. We think
that the roles should be more sharply defined to make sure trans-
portation interests are clearly at the table.

We'd like to bring some context to something that Congressman
Kim said.

Seven different transit agencies were merged into one in Orange
County 5 years ago. We took some of the ideas that were brought
forward in ISTEA and tried to localize them. We tried to mix the
transit provider.

In Orange County the bus system is about the same size as
Cleveland, Ohio. Mix that with an aggressive, more than $1 billion
freeway reconstruction program, and significant involvement of
local cities in doing enormous amount of street and road work-
which they're doing on budget and on time.

This coalition forms unique and very special types of transpor-
tation opportunities. Having those outside the SCAG process or in
a secondary role as a stepchild of the SCAG process is troublesome.
It doesn't provide for a clear definition of how we should be doing
transportation planning.

Mr. Chairman, I think these are resolvable issues. I think one
way to resolve them in a straightforward and clean manner is as
Commissioner Cooke outlined-take a look at the process for redes-
ignating MPOs, recognizing that one size doesn't fit all, and in
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some of our urban areas and our suburban areas we may also have
to look at how existing MPOs are structured and look for ways to
redefine them.

Mr. Chairman, I'd be pleased to respond to any questions. Thank
you very much for having us here today.

Mr. PETRI. Mr Dahms?
Mr. DAHMS. Thank you, Mr. Chairman, Mr. Rahall, Mr. Baker,

members of the committee. I am Larry Dahms, executive director
of the Metropolitan Transportation Commission for the San Fran-
cisco Bay area.

You have already heard from a wide range of parties today and
earlier, and importantly the transit, highway, freight, State and
local governments, community advocates that have been appearing
before you reflect the range of viewpoints that we have been chal-
lenged to reconcile in the metropolitan planning process over the
last 5 years of ISTEA.

Transportation planning is a function, I guess, probably that
dates back to the time when it ensured that all roads would, in
fact, lead to Rome. In our time, it was the Highway Act of 1962
that first established metropolitan planning.

Planners, then armed with transportation modeling tools, were
expected to provide technical information to inform local officials
and decision-makers.

Over the past 30 years, the role of metropolitan planning organi-
zations has evolved from one of technical advice and consultation
to one of collaboration and partnership.

The inputs to good planning processes are resources that are suf-
ficient to meet the needs of the system, both in terms of mainte-
nance and strategic expansion; predictable so that budgets can be
developed; and flexible to ensure the project funding decisions are
driven by system needs rather than categorical restrictions.

The Federal Government's ongoing interest in this arena is driv-
en by the fact that metropolitan communities form and function as
the economic engines that drive the Nation's economy.

MPOs are focaised on metropolitan transportation systems. These
are the systems that tie the regions together and to the rest of the
country.

ISTEA reinforced the tenets of effective planning and provided
tools to move towards an even more collaborative and productive
Federal, State, metropolitan partnership through designation of the
national highway system, planning requirements with the system
emphasis, a partnership framework, and the linkage of transpor-
tation plans to budgets.

ISTE A finally recognized that metropolitan mobility and its lim-
iting congestion are critical factors of concern to the Nation's econ-
°"ur task in addressing the goals of ISTEA, however, has only

begun. MTC's experience with ISTEA has been positive and, in
large part, due to the responsiveness of the State of California to
meet the directives of the act and the willingness of our new part-
ners to work together.

In our region, we convened the Bay Area Partnership, consisting
of the top managers from 31 agencies responsible for moving people
and goods in the region. By the end of 1994, MTC had used a
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multi-modal priority-setting process to allocate more than 500 mil-
lion in flexible ISTEA funds to some 500 projects, and the sponsors
of these projects have put that money to work well ahead of statu-
tory obligation deadlines.

Let me turn now to the future in ISTEAAI. We start again with
the premise that the health of the national economy depends on ef-
fective functioning of a hierarchy of transportation systems. This
reality is a primary justification for sustained Federal interest in
transportation-an interest that was given some new meaning with
the concern for system integration and efficiency when they were
emphasized in ISTEA in the first place.

In order to make further progress, Federal transportation policy
should continue to embody these fundamental elements established
by ISTEA: adequate resources to fund infrastructure needs, the
goal of integrated systems, improved efficiency, and the continued
incentive for partnerships to deliver on these elements.

ISTEA should build on the sound foundation of the original act
and move forward in accomplishing these fundamentals.

We are concerned with the range of current reauthorization pro-
posals which seem to be driven by an entirely different set of objec-
tives and which do not seem to reflect the nexus between efficient
transportation systems and national economic productivity. Rather,
these proposals seem to be driven by Federal budget problems and
the formulas for allocating funds among States.

Current discussions about devolution and the accompanying
turn-back of the Federal gas tax to the State are evidence of these
differing objectives.

The turn-back discussion is part of a larger trend in Government
which seeks to shed responsibility from Federal to State, from
State to local. There is, however, a critical missing piece of these
discussions of devolution--the acknowledgement of strict limita-
tions on the ability of local levels of government to raise additional
revenue necessary to backfill the reductions from State and Federal
sources.

Proposals to raise taxes are no more popular at the local level
than they are at the State and Federal level. Even so, five of our
counties have invested local sales taxes heavily in the full range of
transportation investments for the last two decades. Their ability
to continue such investments, however, has been thwarted by a re-
cent Supreme Court decision requiring a two-third vote to approve
such measures in the future.

Further, our State legislature has just rejected an MTC proposal
to put a regional gas tax measure before the voters. With these
events fresh in mind, we are naturally skeptical of the prospect of
losing a major funding partner.

If the government doesn't do the job, can we expect the private
sector to fill the gaps? Private capital is attracted, but primarily to
revenue-producing expansion projects, not the nitty-gritty challenge
of sustaining the existing system.

In our region, for example, we forecast a $2 billion shortfall for
street and road maintenance and a $1 billion shortfall for transit
operations over the next 20 years. We do not expect to see private
funds for such purposes.
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Attached to my testimony is a two-page discussion of turn-back
and a special report produced by MTC in anticipation of the ISTEA
reauthorization debate. The latter was prepared to complement a
conference we hosted in conjunction with the California Depart-
ment of Transportation last March in San Francisco to solicit input
from the citizens of the bay area.

We have already been working and we are here to work with you
in developing improvements to the law, and we thank you for this
opportunity. I'll be happy to answer any questions.

Mr. PETRI. Thank you.
Mr. Rahall, do you have any questions?
Mr. RAHALL. Thank you, Mr. Chairman.
Let me begin with you, Larry-and it's good to see you again.
I like very much the attachment to your testimony. You say you

want a devolution. I guess I'm kind of reminded of that old Beatles
song, "Do you want a Revolution?" or something like that. I'm just
wondering, did Tom Bolger write this for you?

[Laughter.]
Mr. DAHMS. Well, I think his sentiments are reflected there, but

Steve Heminger, who you met when you were out there, was the
author of that, Mr. Rahall.

Mr. RAHALL. Right. Let me ask you a question. You know,
whether you call it a devolution or a revolution or turn-back or Ka-
sich proposal, or whatever the words are that are being batted
around, what do you really think these proposals would do for tran-
sit? How devastating would they be? And also to the concept of
MPOs, as we developed it in ISTEA?

Mr. DAHMS. Wel, on the first question, I don't really know
whether the-what approaches total turn-back, whether that's to
be seen as a negotiating position or a solution. If it is to be seen
as a negotiating position in the donor/donee debate, that's one
thing. If it is to be seen as a solution, then there is concern.

In our State it would require the State Legislature to act and in-
crease gas taxes by approximately $0.09 to put back the highway
fund part, and if it didn't do that, then we would see a substantial
reduction.

I guess I would have to turn the question back to the Congress
as to whether the Congress wouldhave a transit program if it
didn't have a highway program.

I guess my guess is you probably wouldn't, and if you didn't, we
would have a substantial reduction there, as well.

So our concern is that, as I pointed out in mx testimony, we al-
ready have a shortfall, and we have a shortfall despite the fact that
our local governments have put substantial hundreds of millions of
dollars even on the Federal highway system, but we still have a
shortfall. It doesn't seem to me we could afford to have less user
fee revenues. It seems to me, if anything, we need more.

While more may not be likely, and maybe we do need to work
with what we have, we certainly don't need less. And it seems to
me it's a very high-risk game to presume that 50 States are going
to replace all that would be turned back.

Mr. RAHALL. And what about MPOs?
Mr. DAHMS. Well, that will be a State-by-State question. I think

in our State our relationship with the State is such that I think

37-734 97-37
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we would still have a firm partnership, but I doubt that that would
be the case in all other States. I think it's of particular concern in
those places where a metropolitan area spills over State bound-
aries.

As I understand it, there are 38 metropolitan areas that actually
straddle two or more States, beginning right here. I don't see how
you make a metropolitan system work.

It does seem to me that in improving ISTEA we need to pay
more attention to how metropolitan systems work and how they in-
tegrate with the national highway system. It seems to me that is
a major challenge of ISTEA-II, and don't know how you make it
work if you've got Washington, D.C., and New York City and St.
Louis and all )f these places where the metro area spills over two
or more boundaries andyou do not have some forum for pulling the
many, many agencies that have to cooperate together.

To me, thet s a strong argument for continuing building on the
strengths of iSTEA.

Mr. RAHAJL. Thank you.
Let me ak this question, in particular, to Commissioner Cooke

and Counciman Bates.
Some ar- proposing to eliminate or severely scale down the sur-

face transportation program and instead focus Federal resources on
the NHS. ow would this affect the communities that each of your
rep resent?

Mrs. COOKE. Thank you, Mr. Chairman.
Our request for reform of the MPO structure primarily has to do

with what we see as a very complex system, particularly in the
Denver Regional Council of Governments.

We are not trying to-if I understand your question correctly-
scale back necessarily on projects that would favor-

Mr. RAHALL. Yes. I wasn't accusing you of offering such a pro-
posal. I just said "some are offering such a proposal."

Mrs. COOKE. We're very supportive of the national highway sfs-
tem and projects. We are supportive of transit projects in Doug as
County. Our difficulty actually has more to do with the structure
and complexity of the MPO system than it has to do with the dis-
tribution, if I understand you correctly.

Mr. RAHALL. Councilman Bates?
Mr. BATES. Thank you.
I think it's clear that the national highway system needs to be

tailored to handle the goods movement issue, and especially as it's
going-in California about a third now of the goods that are mov-
ing throughout the country are coming through California. We an-
ticipate that amount will continue to increase.

So we think, as far as goods movement, especially through a
southwestern passage between California, also with NAFTA, the
southwest andon to the east, that that's important. But I still
think the key to ISTEA Is the regional economies, as I kind of indi-
cated in my testimony.

I think we need to continue to focus on making the regional sys-
tem work, because ultimately that's going to produce the jobs,
that's going to produce the kind of competitive economy we need
as a country to be successful in the next century.

Mr. RAHALL. Thank you. Thank you, Mr. Chairman.
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Mr. PETRI. Mr. Baker?
Mr. BAKER. Thank you, Mr. Chairman.
Mr. Dahms, the balance between having local input and local

control and then the regional government response, and then, as
yet, State and Federal, is unclear as we go into negotiations over
ISTEA.

Your call for a strengthening of ISTEA or a maintaining of
ISTEA because of the necessity of rail has to be tempered by recent
actions of the Senate where a locally-funded project is being made
into Swiss cheese by the Senate committee which has tacked on a
couple of hundred requirements onto this project-not the Trans-
portation Committee that studied it, but the Appropriations Com-
mittee.

How, if we don't have some form of local control over the reve-
nues sent here from donor States, how do we get out of this bind
which Ms. Mortel said several Federal approval processes? How do
we simplify this and get the projects moving faster when the locals
do get their act together and approve of a project?

Mr. DAHMS. I think that Mr. Baker's question illustrates how
we've had to wrestle with some of the intricacies of the Federal
process, and at the moment our project of connecting the BART to
the San Francisco Airport is dependent upon the Appropriations
Committee delivering on the authorization that came in ISTEA.

There was an authorization for this project, and then on a year-
to-year basis we need to get an appropriation in support of that.
Those appropriations up to now have come with language. At the
moment, the Senate language is onerous.

Mr. BAKER. Let me expand on that, because I don't want to just
dwell on this one project. It is of recent memory to you, and that's
why I brought it up. But having Federal environmental standards
fall or State's EPA standards falling upon local environmental
standards, all of them running end-to-end, not concurrently, so you
can delay your projects 3, 4, or 5 years, and if inflation is only 3
or 4 percent, you've only added 15 or 20 percent to the cost of your
project. How do we get that out of these laws? How do we protect
a small area like Douglas County, Colorado, from being squashed
by their larger neighbors who pig out, if you will? How can we,
when we redraw ISTEA, take care of all these problems so there
is some fairness and so we can have some more efficiency in deliv-
ering transportation projects-in 30 words or less?

[Laughter.]
Mr. DAHMS. I don't think there is an answer in 30 words or less.

There are these protections and our citizens have access to those
protections. I think that for most projects we will be able to move
them. There is certainly room for streamlining.

Even in our own case, we at MTC have been pounding our chest
about what a good job we did in terms of involving our partners
in selecting the projects that I referred to in my testimony.

The fact is that we involved our partners so much that our own
process got so cumbersome it already needs to be streamlined. So
even in our case there are some things that we've done that made
the process more cumbersome. We could be criticized by some of
our partners.
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I do think that there is lots of room for the Federal Government,
for the State government, and even for our own agencies to stream-
line the process, but in the meantime I don't think we can afford
to lose the investment in the system.

It does seem to me that, as you look towards next year when you
write ISTEA-II, we need to somehow or other get back to the no-
tion that it's about transportation, it's about mobility.

One of the witnesses that testified earlier said that transpor-
tation should be the servant, should be the good servant, not the
ugly master, and I think that's our challenge. Mobility is what
we're trying to provide. We need a system context in order to be
able to do that. We then have to reconcile a number of these other
things, and at the moment we have, in some cases, State law with
Federal law piled on State law, and it's a big challenge.

But in 30 words or less, I can't answer the question, but I do
think this partnership that ISTEA has been encouraging does pro-
vide the basis for finding those answers.

Mr. BAKER. I thank you. That was a good answer, and you have,
indeed, brought it about in the bay area of California, but appar-
ently it hasn't reached Denver yet.

I hope that the various MPOs will get together and help us to
redraft this so there is some flexibility and we can get some dollars
directly to the locals to be spent at their need through the State.

I'm spoiled, because my State has a priority-setting mechanism
that's not porked. There is a State Highway Commission, or Trans-
portation Commission, that evaluates rail and road projects and
you cannot have a bill go through the Legislature with a project in
it, so we can't have project-sensitive bills, or pork. It has to go
through this priority setting from State level down to local level,
and at that point MTCs are mandatorily involved.

So we've taken care of most of the problems in California. There
is still a shortage of dollars, of course, and in the project that was
just mentioned we only had two valid initiatives in San Francisco.
The airport commissioner is shooting at the mayor, the mayor is
shooting at the State Senator who was chairman of the Transpor-
tation Committee in the State Legislature, and then on back to
local governments, who were all bickering about routes and wheth-
er it was in my back yard.

This priority-setting was one for the books, but in the end the
good guys won out in getting everybody on the same page and the
system will work.

So I call upon you folks to help us draft the next rendition of
ISTEA that has this flexibility in it that will protect areas like
Douglas County.

Thank you very much for your answer.
Mr. PETRI. Mr. Bates, did you have a word you wanted to add?
Mr. BATES. Thank you. I'll make it in 30 words or less, or try

hard.
Mr. Baker, to maybe address your comments directly, I think in

the reauthorization, clearly if we can set some performance stand-
ards for environmental clearances and the State process can meet
those performance standards, it seems to me that we ought to let
the State process prevail.
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I know in southern California what we've been using is master
environmental impact reports for our area so that some of the
projects by the various sub-regions can already clear through the
process under a master environmental impact report.

Those would be two other possibilities that we might be able to
incorporate into the new legislation.

Mr. PETRI. Mr. Poshard, any questions?
Mr. POSHARD. Mr. Chairman, I have no questions for this panel,

out I have submitted a statement for the record and ask unani-
mous consent for it to be accepted.

Mr. PETRI. Without obje, tion, it will be made a part of the
record.

Mr. Kim?
Mr. KIM. Thank you, Mr. Chairman.
I do have one question for Mr. Bates, another question for Mr.

Oftelie.
First question to you, Mr. Bates, is: are you familiar with Route

71, which runs from Highway 10 down to 60, near Pomona, and
cuts through Chino Hills down to 91, where the city of Corona is
located?

That freewa is a typical example of what a MPO should do or
shouldn't do. Let me tell you what happened. You get the picture
now, don't you?

That's the only freeway running north and south between 15 and
Route 57. San Bernadino County is expanding Route 71 to an
eight-lane freeway right up to the county line, the Riverside Coun-
ty line. Well, Riverside County doesn't want the traffic, so they in-
tend to keep their side a two-lane road.

In other words, "We don't want your traffic coming into our traf-
fic or our county." This "your traffic versus my traffic" mentality
is really ridiculous, in my opinion.
Can you imagine eight lanes coming into two lanes? It's going to

be a nightmare out there. It will be "Blood Alley," I call it.
Isn't that the MPO's job to make sure that kind of nonsense can

be avoided?
Now I ask a question: what do you think we should do-Con-

gress-to give you authority to solve this kind of ridiculous prob-
lem?

Mr. BATES. Congressman Kim, thank you for your analysis.
I would just like to comment that it has been through Congress-

man Kim's help that we have been able to make some progress in
this area, because he has outlined the problem very, very well.

We have been working with the Congressman, working with both
the Riverside Transportation Authority and San Bernadino to try
to solve this problem. It is both a transportation problem and a po-
litical problem.

The situation that we are in with the MPOs, as you can appre-
ciate, is we have the big hammer. The problem is, it's very difficult
to use that big hammer. What you really sometimes need is a little
fly swatter.

I don't think at this point, Congressman Kim, that I've got a good
answer to that in terms of what we can use to gain cooperation
when we've been working on it for a number of years and hopefully
now are making some positive steps, but we definitely will look into



1146

that and try to come up with something that would give us enough
authority, without-again, we don't want to get into the process
where we're dictating local programs, but certainly those-in some
other areas, those have been the problems we've been able to solve,
but in this particular one we have been having problems there and
we'll work toward a solution.

Mr. KIM. All right. Thank you for encouragement. So we don't
have to do anything in terms of Congress. You can handle it your-
self.

My next question is to Mr. Oftelie. ?I understand you said that
OCTA requested membership in SCAG as a transit provider, and
the membership was denied. Can you tell us why your membership
is being denied by SCAG?

Mr. OFTELIE. I'm not sure that's not a more appropriate question
for SCAG than it is for us.

Mr. KIM. Then let me ask you why you think they denied it, and
then I'll ask the question to Mr. Bates.

Mr. OFTELIE. I believe that the MPO in southern California has
got a 71-member board that is made up of locally-elected officials,
city and county officials. There is, I believe, a disconnect between
some of the transportation operators and some of the transpor-
tation planning.

I think the issue that you've raised on State Route 71 illustrates
that disconnect, and that is that not always do we find the trans-
portation implementers or the operators at the same table as the
transportation planners.

I think there is a separate side process rather than being part
of the main show that causes some transportation agencies in
southern California to feel like second-class citizens.

We have formally requested to be part of the 71-member MPO,
and that was turned down.

Mr. KIM. Mr. Bates, I understand Orange. County has been con-
cerned about lack of their participation. Why is SCAG denying
their participation?

Mr. BATES. We have 13 members from Orange County that sit
on the regional council, and we think we do a pretty good job of
representing OCTA on the regional council, quite frankly. But I
think it's partly a philosophical issue, and that is that we feel that
general purpose government officials are in a better position to bal-
ance the transportation issues with the environmental issues with
the economic development issues and make those trade-offs.

So what we have provided is an extensive program for the transit
operators and the transportation commissions to be involved in our
process. I mean, we sit with them on our regional transportation
agencies' coalition. They sit right at the table with me and debate
these issues, and I sit there as a member of SCAG representing the
chairmanship of SCAG, so we debate them there.

They have representativeo on the committee that I chair who sit
at the table. In fact, their chair-man sits at the table on our Trans-
portation and Communications Committee.

So our feeling is they are extremely well-represented and, quite
frankly, the 13 of us who sit on the regional council feel like we
do a good job in making that connection between the transportation
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authority in Orange County and the regional council. But certainly
there are differences of opinion.

Mr. PETRI. Thank you.
Representative Milender-McDonald?
Ms. MILLENDER-MCDONALD. Thank you, Mr. Chairman.
I would like to extend my welcome to those of you who are com-

ing in, especially SCAG, from the southern Los Angeles area, and
the other transit authorities that are coming in from the State of
California.

I would like to commend you on the work that you have done,
because I recognize that you were right with us as we began plan-
ning for the Alameda Corridor, and SCAG was right there in the
planning process to help to solve some of the complex problems
with the balance of the air quality, as well as the transit and trans-
portation types of problems that occurred.

It is, indeed, a pleasure to have you sitting at the table, all of
you coming together, because when I was on city government I
worked very well with SCAG, and then went to the State House
and you were there to help us in some of the plans of the projects
that we had from the State level.

I just wanted to extend my welcome to you this morning and cer-
tainly will work with you as we begin the top of the year in a plan-
ning mode in trying to ensure that transportation does have the
balancing that is needed and should be within the ISTEA compo-
nent.

Thank you so much for being here.
Mr. BATES. Thank ou for your comments.
Mr. Chairman, I'd like to introduce Mark Pasano, who is with us,

who is the executive director of SCAG. Certainly he has been very
instrumental in a lot o the work that the Congresswoman has out-
lined.

Ms. MILLENDER-MCDONALD. Yes. He and I flew in together last
night. It's good to see you.

Mr. PETRI. Good. Well, thank you all for your testimony. We ap-
preciate your responsiveness to the questions.

With that, this hearing is adjourned.
[Whereupon, at 11:47 a.m., the subcommittee was adjourned, to

reconvene at the call of the Chair.]
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INTRODUCTION

Good morning Chairman Petri and Members of the Subcommittee. My name is

Ron Bates and I am a city councilmember from the city of Los Alamitos located Orange

County, California. I am a member of the Southern California Association of

Governments' (SCAG) Regional Council and chairman of the Transportation and

Communications Committee. SCAG is the Metropolitan Planning Organization (MPO)

for the six counties of Ventura, Los Angeles, Orange, San Bernardino, Riverside and

Imperial and the 184 cities therein. I am also here as first vice president of the League of

California Cities which represents 470 member cities. Thank you for inviting me to

participate in the hearing today.

In my presentation I will cover th'ee main topics beginning with the leadership role

metropolitan areas have in the linkage between economic development and transportation

systems, how the SCAG structure works, and, finally, what we have accomplished as a

region under ISTEA. But before I begin, SCAG would like to stress that ISTEA is

working well and that we support ISTEA in its current form. The established regional and

local decisionmaking process should be retained in the reauthorization of ISTEA through

the roles and responsibilities of MPOs.

The basic MPO concept is elected officials working together on the right scale fbr

transportation planning. We have been doing that for years at SCAG -- now, as a central

principle of ISTEA, this is how transportation planning for all metropolitan areas is being

done.
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ISTEA's central ideas are continuous, comprehensive, coordinated planning in a

multijurisdictional basis to achieve multiple objectives, including air quality, improved

traffic flow and congestion management, and goods movement. ISTEA makes this

planning more realistically grounded and more effective through funding flexibility,

required suballocations, and project selection. These principles should be retained in

ISTEA reauthorization.

MAJOR METROPOLITAN AREAS, ECONOMIC DEVELOPMENT, AND

TRANSPORTATION

Most people living in the United States reside in a major metropolitan area. There

are 45 major metropolitan areas of over one million residents in this country and almost

60% of the population lives in them. From Los Angeles to Miami to Philadelphia to New

York City, these regions are the economic engines of this country. A 1995 U.S. Housing

and Urban Development report entitled The Challenge of Community states: "Global

competitiveness is tied to America's metropolitan areas where 90% of the nation's

population and job growth is taking place. Metropolitan areas are the centers of

innovation, production of goods and services and information."

To reinforce this point, as another indicator of the central role of metropolitan

areas in the national economy, in 1995, my state alone, which contains some of the

nation's largest metropolitan areas, contributed 12.9%/. to the gross national product while

the Southern California region, which is the world's 12 'k largest economy, contributed 6%

to the gross national product and 47.9°,% to the gross State product.

Since it will be the economies of the major metropolitan areas that lead this nation

into the next century, regions must continue to play a strong role in the implementation of

the natior.'s policies. And, since transportation systems are necessary for the nation's

engines to run smoothly, the attendant issues of preserving and in some cases expanding
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transportation infrastructure should remain the focus and responsibility of all levels of

government and particularly regions.

As Congress and the Administration discuss devolution, we believe shifting

responsibilities and funding to the most appropriate level of government that can address

the issue is the best approach to devolution. We want to ensure that major metropolitan

areas, where the interdependent issues of transportation systems, economic development,

the environment and the communities' quality of life are inextricably linked, continue to

have a significant decision-making role in achieving these goals.

To underscore this first point, in transportation policy, it is at the regional level

where the rubber meets the road. Roads, transit service and carpool lanes do not end at

county or even state borders. They require coordination at a regional level to ensure that

systems will serve both existing and future needs. To address effectively all the issues

involved in transportation planning as identified in the 16 metropolitan planning factors in

ISTEA, such as air quality, housing, goods movement and the economy, SCAG has

developed a regional coordinating body under which no city, county or special interest can

dominate and where stakeholders from the entire region are represented.

COMPOSITION OF THE MPO AND ITS PARTNERSHIPS

SCAG's executive board, or Regional Council as it is called, was expanded more

than four years ago from a 20-member body to a 7 1-member Board comprised of city

councilmembers, mayors and county supervisors to make the Board more representative

of the region. We have found the expansion to be extremely successful as it has created

greater participation in regional planning and a better connection to the delivery of

services at the local level as intended in ISTEA.

Each member of SCAG's 71 member board represents approximately 200,000

residents and each member has one vote. This means that some members, like myself,



1151

represent several small cities whose combined total population is 200,000 while other

cities have more than one representative from their city on the board. For example, the

city of Los Angeles has a population of over three million and each councilmember

represents about 200,000 residents and therefore each has a seat on the SCAG board, as

does the mayor of Los Angeles. The single greatest strength of this composition is the

equity that the one-person-one-vote ensures. Under this structure neither voting blocks

nor domination occurs.

We have built an accountability factor into our structure as well. SCAG regional

council members are elected by their peers for two year terms. This means that I, for

example, must go back to the three cities I represent every two years for re-election to the

SCAG board. If they are not satisfied with my representation of them on the SCAG

board, they are free to elect a challenger. I am happy to say that has not happened in the

three cities I represent, but it has in other cases on the SCAG board. Accountability is the

foundation of a democratic system and it is a bedrock of this MPO.

At the same time, the Board expanded the committee structure to include more

stakeholders. There are three standing committees of the Regional Council and three

policy advisory committees -- Transportation and Communications, Energy and

Environment, and Community Economic and Human Development -- which make

recommendations to the Regional Council. Before an issue is voted on by the Regional

Council it is first referred to a policy committee for a recommended action before being

reviewed by a standing committee and then acted upon by the full Regional Council.

The policy committees have voting representation from a wide spectrum of

interests including single purpose agencies such as County Transportation Commissions

(representing transit operators), the State Department of Transportation (CALTRANS)

and subregional organizations. In addition, there are members from the air quality

districts, and the Regional Advisory Council which is composed of citizens from the

community, representing varied interests including private companies and environmental



1152

groups. It is our philosophy that general purpose local governments represented by

general interest elected officials from the entire region are best suited to make the policy

and trade-off decisions that result from the interrelationship of economic, social and

environmental issues with transportation. While transit operators should - and do -- have

input into the regional decision making process, it is general purpose local governments

who should make the final decisions for the region.

A moment ago I mentioned subregional organizations. They are so integral to our

structure that their role must be described. In 1992 we began a process of "bottom-up"

planning that truly decentralized the process. Thirteen subregions, compose of cities,

counties and others were established to link the concerns of the residents of Southern

California into effective and coordinated decision making. In some subregions, including

my subregion, Orange County, the County Transportation Commissions have a voting seat

which is yet another opportunity to provide input into the process.

SCAG, together with the County Transportation Commissions and the State,

formed the Regional Transportation Agencies Coalition (RTAC) which is comprised of

the County Transportation Commissions and air quality management districts in our

region, along with the State Department of Transportation. The RTAC, which meets on a

monthly basis to make recommendations on regional plans, work programs and the

transportation improvement program, reports to the Regional Council.

This all results in a transportation planning process for the region in which SCAG

is the coordinating agency that promotes comprehensive planning and resolution of

intercounty disputes as part of the regional planning process. Transportation systems

cannot be planned in a vacuum -- they must be considered, as required by ISTEA, in

relation to many other factors. These interdependent issues are best addressed by a

regional body, not several single purpose county-level agencies. The MPO role assures

coordinated transportation planning. Without that multi-county MYPO role in Southern

California, local project disapproval based on a finding of non-conformity with air quality
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plans as required by federal law, would jeopardize over $I billion in federal funds annually

provided to the region. Our fully participatory regional planning process, based on strong

partnerships, has assured that funds continue to flow to local projects including

intercounty connections, HOV expansions, and traffic synchronization.

Partnerships with the groups mentioned above is a major by-product of our fully

participatory regional planning proc.ess. A good example of our cooperative efforts is the

recently released California Consensus Policy Principles on the reauthorization of ISTEA

which contain nine principles jointly developed by MPOs across the state, as well as the

three State agencies involved in transportation planning and operations. This is a

significant document that demonstrates California's ability to work together in a spiritof

cooperation and partnership. Because we know not all states have this kind of working

relationship with their Departments of Transportation, we view this as a significant

accomplishment. To underscore, the structure that is currently in place which emphasizes

partnerships in transportation planning is functioning well and the process for allocating

funds from the federal level to the State to the region should remain in the next

authorization of ISTEA.

ACCOMPLISHMENTS OF THE SOUTHERN CALIFORNIA ASSOCIATION OF

GOVERNMENTS

Finally, I want to share a few of Southern California's accomplishments as an

MPO over the last few years, some of which were achieved even before ISTEA became

law in 1991.

While SCAG contains the only extreme ozone non-attainment area in the country, we

have been able to make air quality conformity findings, resulting in the approval of

several regional transportation plans and regional transportation improvement

programs that permitted billions of federal transportation dollars to flow into the

region.
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Metrolink, a rail system that has been established, was formed out of discussions with
SCAG, transit operators and county transportation commissions. Together we
recognized, developed and launched the concept of inter-county commuter rail

services.

Establishment of Alameda corridor transportation authority: SCAG identified the
need for improvements and more detailed studies for the Alameda corridor. Out of

SCAG's leadership, the Alameda corridor transportation authority was established

with SCAG as a board member.

SCAG has developed a transportation strategy addressing facilities, advanced

technology and pricing that is included in the state's air quality implementation plan,
enabling our region to meet federal air quality standards.

Airport studies: SCAG is conducting ground access studies at each of the five major
passenger airports in the region. The results of these studies will help meet future
aviation needs of the region. In addition, SCAG's regional aviation plan identified the
need and framework for including surplus military facilities into the regional aviation

system.

Establishment of the goods movement advisory committee: composed of a public
private partnership with representatives of the seaports and airports, railroads, shippers

arid receivers and trucking industry, we are working together to address goods
movement concerns throughout the region, such as improvements on the more than
100 dangerous at-grade crossings in congested, urbanized locations along the main
freight and passenger lines, as well as exploring the development of a "southwest
passage" which would create a land bridge through the southwestern states, linking
Los Angeles to Texas with better connections to the East Coast.

SCAG's studies ofjoint use of military bases at Point Mugu Naval Air Station in
Ventura County and March Air Force Base in Riverside County, demonstrated future
economic viability under a joint use plan and enabled the bases to remain in the region.
SCAG initiated new transportation programs such as the smart shuttle, which provides
taxis and various sizes of vans that will run on semi-fixed routes. The smart shuttle
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program will be deployed in areas throughout the region, including parts of the City of

Los Angeles.

SCAG established a public-private partnership in advanced transportation technologies

that advance our region's environmental, economic and mobility goals.

We have developed a regional transportation plan that employs performance standards

and is part of a regional comprehensive plan and guide that enables the region to carry

out the 16 planning factors specified by Congress in ISTEA. The environmental

impact report for this plan was constructed to serve as a master environmental

assessment for all transportation projects, thus simplifying the environmental process

in our region.

Expanded public outreach programs: our region conducts televised electronic town

forums to ensure maximum community input into regional plans and programs.

CONCLUSION

These accomplishments have been possible only through the extended involvement

of government agencies, elected officials, the business community, members of the public

and community groups throughout the region. This is the kind of involvement that IST.A

challenges us to engage in and it can only be done by a region that works together.

We recognize that there are varied experiences with the MPO process across the

country. To that end, we hope that any changes in the reauthorization would not be based

on a one-size-fits-all model. The disruption that would come from restructuring or

redesignation should be avoided. We would recommend that Congress be more

concerned that the MPO is representative of the local region and that it is capable of

carrying out the responsibilities of ISTEA than in specifying details of MPO organization.

We look forward to working with the Subcommittee during reauthorization of'he next

ISTEA to ensure that the role of the MPO is not only maintained but strengthened to meet

not only the spirit but the requirements of the law.
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Mr. Chairman, my name is Kirk Brown, and I am the Secretary of the Illinois D;epartment
of Transportation. On behalf of the American Association of State Highway and
Transportation Officials (AASHTO), we are pleased to accept your invitation to testify on

issues related to stte/metropollten planning organization (MPO) relationships in the

nation's surface transportation program as a part of the reauthorization of the Intermodal

Surface Transportation Efficiency Act (ISTEA).

We believe that timely reauthorization of the nation's surface transportation program Is

vital because transportation plays a crucial role in supporting our national and

International economies. Transportation serves all of our citizens daily in traveling to their

jobs, services, and other social activities; in providing goods to wholesale and retail

outlets that serve customers; in traveling to recreational activities: and in a variety of other

activities in which we all participate.

In November, 1994, AASHTO organized its Reauthorization Steering Committee to look

at a range of Issues related to ISTrA and the reauthorization of the nation's surface

transportation programs. The Steering Committee chose to examine fedora Vstate/IocaI

relationships as one of eleven major topic areas. This testimony highlights

recommendations developed from the assessment of that topic.

AASHTO supports the long-standing practice of a close working partnership among state

and local governments, transportation providers and other Interest groups in developing

long-range transportation plans and short-range transportation Improvement programs,

We continue to support the legislative provisions in ISTEA that strengthened the role of

MPOs - the mechanism for bringing the states and those parties together. A cooperative

working partnership is essential for reaching decisions on broad investment strategies

and on allocation of federal, state and local dollars for programs of projects.

State and local governments agree. that strategic investment in transportation

Infrastructure Is crucial for a strong economy. All parties agree that current levels of

investment are far short of what Is needed just to maintain current conditions and

performance, let alone improve conditions and performance with cost-beneficial projects.

State and local governments also agree that fully utilizing all available federal

transportation user revenue for transportation purposes is a paramount goal.

I want to emphasize three key points in this testimony about AASHTO's view of

state/MPO relationships. First, the states must retain their preeminent role in overall

statewide transportation planning and programming, including decisions on how to

allocate federal funds, among metropolitan areas as well as the rest of the state. Only

the state is in a position to uniformly assess needs statewide and make decisions on

balancing relative needs and Improvement resources.

Second, state and local elected officials must be the fundamental, bottomline decision

makers on the allocation of public funds for transportation Improvement.
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Third, In many cases unproductive, overly prescriptive federal requirements imposed to
carry out the legislative provisions of ISTEA need to be eliminated, reduced, or made
voluntary.

A more complete explanation of these key points is given below.

Rgtain Pre minent Role of States

AASHTO believes that states must retain their preeminent role in transportation planning

and programming. We urge that any changes to state/MPO relationships in the
reauthorization fully maintain that standing.

States - governors, legislatures, and DOTs - must retain a preeminent role In statewide
planning and programming of funds among competing needs throughout the state. MPOs

play a crucial role in transportation planning and programming within each separate
urbanized area - particularly the larger metropolitan areas. The MPO staff undertakes the

actual planning studies, public involvement process, air quality conformity analysis and

holds Innumerable meetings involved in "coordinating" the activities of the various
participants.

Outside urbanized areas states and local governments work directly to plan and program

funds. However, all this planning and programming for Individual geographic areas must

be integrated. The state has a leadership role in providing a process for coordinating
metropolitan and statewide planning and improvement programs. States must make the

hard decisions on balancing resources among the needs in all rural areas and the

different metropolitan areas, large end small.

Expanded federal funding allocation requirements would interfere with the flexibility states

need to carry out an optimal allocation of resources. We understand the desire of local

governments to have an assured amount of funds for local projects. Many state DOTs

make agreements to share federal funds with local governments - but based on statewide

priorities. We are comfortable with the STP suballocation to metropolitan areas over

200,000 population. However, expanded suballocation of federal funds would be quite

contrary to the flexibility needed by the states to balance needs in metropolitan areas with

the rest of the state, As a practical matter, there Is no one formula or method to fairly or

equitably subilocate to every urbanized area.

Greater mandated authority for MPOs In the programming of other federal funding

categories such as Interstate Maintenance, NHS, and Bridge program, that must be

programmed from a total statewide perspectve, is also opposed by AASHTO. All MPO

participants are already full partners In the decision making process and all programming

of federal surface transportation funds must be Jointly approved by those partlcipants. In

addition, federally mandated suballocation of the STP funds now going to metropolitan

regions over 200,000 population to even smaller geographic areas such as central cities

would be totally contrary to the key ISTEA principle of flexibility in use of funds in order to

meet high priority needs.
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Recognize Elected Officials Are Final Geclslon Makers

AASHTO recognizes that elected officials are, and agrees that they should be, the final
decision makers concerning the allocation of resources for transportation improvements.
We urge that any changes to state/MPO relationships in the reauthorization fully
recognize that reality.

In all parts of the state, state and local elected officials or their rpresentatives are the
fundamental participants In the cooperative transportation planning and programming
process. While MPOs are a very useful mechanism for creating a forum for cooperative
decision making, state and local governments must be allowed to create an MPO
structure and process that works for them and retains their preeminent standing. Officials
In different regions know what works for their area and must be given freedom to fashion
an MPO structure and process that meets local needs. There are legal and state
constitutional constraints as well.

We recognize that even after a workable MPO structure is created, their are occasional
disagreements among the participants, but the states and MPO participants have the
ability to work out these disagreements - the federal government does not. The planning

and programming process must have the support of elected officials or else the resultant

plans and projects will not have the political support to be implemented. While Input from
a wide range of interest groups Into each MPO's planning and programming process can

enhance decisions on the allocation of resources, elected officials, accountable to and

representing all the public interest, must be the fundamental, bottomline decision makers.

State legislatures, county boards, and city councils are the ultimate decision makers
because the final Implementation products of long range plans and transportation
improvement programs - projects - must receive funding approval through actual
appropriations from these bodies.

Reduce Unproductive Requirements

AASHTO believes that many of the requirements developed to carry out the Intent of the

legislative provisions of ISTEA are unproductive and overly prescriptive. We urge that the

upcoming surface transportation reauthorization legislation make changes to direct US
DOT to eliminate, reduce or make voluntary requirements that do not directly add value to

transportation investments. Techniques such as certifications or use of guidance rather
than regulations should become the standard form.

States, local governments, transit operators, End MPO staffs generally agree with the

intent of most ISTEA legislative provisions, but also agree that overly prescriptive
requirements that have been Imposed to carryout these provisions must be reduced.

Federal surface transportation legislation and associated regulations should be reviewed

with the aim of eliminating, modifying, or at least making voluntary those requirements

that do not clearly add direct, significant value to the use of federal funds.

In an era of tight funding at all levels of government, the nation cannot afford to waste

time and resources on activities that do not directly contribute to an improved

transportation system.
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Many provisions of law and accompanying regulations associated with the use of federal
funds provide no 'value added' for transportation programming, project development, and

construction. Examples of federal requirements that fall the test of cost effective value
include prescriptive Congestion Management System requirements, prescriptive long-

range planning and Transportation Improvement Program requirements* requirements

that Major investment Studies be done even for projects that are not truly 'major"; and

requirements for transportation plan/program conformity with state clean air plans - a

time-consuming, duplicative, expensive and unintelligible process, unsupported by
science that has little or no impact on cleaning up the air. One-size.fits-all requirements
may appear reasonable and workable on paper but not when it comes to the complexities
and individualities of surface transportation projects. There must be flexibility and explicit

state/local authority for common sense application of federal guidance rather then always

a single regulation that must be followed In every instance. States and local governments
will accept the accountability to the public for tough decisions.

I thank you, on behalf of AASHTO, for giving us the opportunity to highlight our key points

concerning state/MPO issues that may be addressed In the reauthorization of the federal

surface transportation programs.

S:%OENWPO~cSAASHTOTS. DOC
07/29/N6
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Mr. Chairman, my name is Michael Cooke and I am a Commissioner on the Douglas

County' Board of Commissioners in Colorado. I am here to testify today before your

Subcommittee on the need for reform of the Metropolitan Planning Organizations (MPCYs)

v,hose duties and responsibilities were enhanced significantly with the passage of ISTEA.

Although I believe the intent of returning more power over the purse and decision making on

transportation priorities to local areas was admirable, its practical impact in areas such as

Douglas County has in many ways created an unfair system for the citizens of Douglas

County and, at the same time, has created a system that is difficult to modify or escape.

BACKGROUND ON DUGLAS COUNTY

Douglas County, Colorado, is the fastest growing county in the State of Colorado and in

the United States. As of July, 1996, the County's population is 110,000 persons. The latest

census figures indicate that the County has been the fastest growing county in the United

States for the fast half of this decade and remains so today.

Douglas County's population increased 65% from 1990 to 1995, putting significant

pressure on public services, from the need for more schools to expanding the transportation

infrastructure to keep up with increased traffic. This growth particularly impacts us because

approximately 77% of our total population resides in the unincorporated areas of the County

and depend upon the County government for the provision of essential services. While the

majority of the population lives in the northern tier of the County, rapid growth has been

experienced all along the Interstate 25 coridor, linking Denver and Colorado Springs.

Our situation in Douglas County is not unique. We have an expanding population, and

with that expansion comes a need to accommodate growth with the necessary public
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infrastructure, including adequate highway and transit capacity. We would contend that the

MtO decision-making process for the approval of transportation funding is inadequate; it is

subject to extensive bureaucratic inertia that protects the status quo and has created a system

protected by federal mandates.

Before I go any further, let me say for the record that Douglas County has not come

before your Subcommittee today without doing everything within its power to work

cooperatively within the system and with our MPO, the Denver Regional Council of

Governments (DRCOG). We will document the extensive number of times that we have tried

to pursue project funding or project enhancements and have run into real or perceived

roadblocks. The reason we are here today is because the current system makes real local

decision-making illusory and the prospect for improving the system locally all but impossible

without some sort of federal assistance.

E NEED FOR MPO REFORM: NATIONAL ISSUES

There is no doubt that transportation planning is an essential element of any transportation

program. MPC's were established to facilitate that planning and to help coordinate planning

in a regional context, but in most cases the role of the MPO was strictly advisory and

generally voluntary. However, in ISTEA MPO's theoretically took on a much more extensive

role, including the actual approval of specific federal transportation funding projects and in

some cases taking that direct authority away from local governmental entities who are

responsible for providing services to citizens.

With the authority to approve specific transportation projects and to set priorities for

overall transportation projects in a particular region have come problems with the local



1164

3

makeup of the MPO and whether one area dominates the other. This issue is at the very root

of the problems that have been experienced in Douglas County and which I will describe in

greater detail later in my testimony.

ISTEA gave allegedly more "flexibility" and "greater local decision-making" to local

elected officials, but it failed to give local governments the ability to choose whether they

wanted to be part of this federally imposed effort or not. Federal regulations require that in

order to redesignate an MPO in a metropolitan area you must accomplish the following:

1. Obtain the approval of the Governor of the state;

2. Obtain the approval of local officials representing 75% of the population in

the entire metropolitan planning area; and

3. Obtain the approval of the local officials in the central city within the

metropolitan planning area.'

Even if by some miracle you were able to accomplish all of those federal

requirements, the law goes on to say that if there is a redesignation of an MPO, this new

MPO would still be required to cooperate, consult and coordinate with the state and other

MPO's in the metropolitan planning area 2

Therefore, if a local government believes that the MPO and its decision-making

process is unfair and wants to have more control over its own future, the federal government

makes it virtually impossible for the local government to make its own decisions. We believe

that the national trend is to send more decision-making and responsibility for the allocation

'23 CFR Sec. 450.306(g).

2 23 U.S.C. Sec. 134(dX) and (c); 23 CFR Sec. 450.312(e)
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and management of resources back to the local government. The MPO federal mandate

tends to inhibit local decision making and has resulted in a heavy handed bureaucracy

that is in many ways worse than the process was before ISTIA. We believe the MPO

process is in great need of reform.

DOUGLAS COTS CASE FOR M REFORM

The federal planning process has become extremely complicated and archaic, resulting in

local transportation decisions being dictated by the planning bureaucracy. Federal regulations

governing this process have become so burdensome that no one outsid- the planning

professionals understands them, and the local elected decision makers simply do not have the

time to read all the regulations that are now on the books.

When MPCYs served, in an advisory role such a situation was tolerable. However, now

that MPOs, in some cases, have taken on the role of allocating scarce federal transportation

resources, the bureaucracy has become problematic. In the case of Douglas County and in its

capacity as a fast growing, transitional community the decisions of the local MPO could have

disastrous short and long term effects.

To the point, the population for the entire DRCOG region is approximately two million

persons, based on DRCOG's 1994 estimate. Douglas County is about 5% of that total.

However, the County has received only .35% of DRCOG transportation funding in the

FY 1993-1995 Transportation Improvement Program (TIP) cycle and only 1.2% of the FY

1995-1997 TIP funding cycle. This funding inequity and the unlikelihood of ary real

potential for change under the current MPO structure are the main reasons why we are here

today.
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For the record, we would like to document for the Subcommittee the major issues that

have arisen between the County and the MPO since the enactment of ISTEA that e hope

will show the County's frustration with the current system:

** During the preparation of the first DRCOG TIP under IStEA'in 1993, Douglas

County applied for funding to complete a four lane section of Lincoln Avenue, the County's

most heavily travelled road. The engineering was totally funded by Douglas County, and the

project was in the final design phase. Nearly all of the right-of-way had been obtained, and

the County had the local match identified. DRCOG denied funding for the project, declaring

the project a "capacity enhancement". The reality is that the project simply would have

widened a 2.5 mile, two lane section of road that was already four lanes on either end;

** Also in 1993, the County applied for funding for a bicycle.project that was

originally planned to add a shoulder to 22 miles of Highway 105 under the County's

jurisdiction. This project was intended to mitigate a significant safety issue by separating

automobile traffic from bicycle traffic. The cost of the proposed safety project was $5

million. DRCOG unilaterally and drastically modified the scope of the project and narrowed

the project to a 2-3 mile section of a roadway that was under the State's jurisdiction, not the

County's. We were requested to pay a local funding match on a section of roadway we did

not own. Therefore, the project that was dictated to the County did not meet our stated needs

and was rejected by the County;

** DRCOG was not initially supportive and, in fact, was often an obstacle in Douglas

County's efforts to have additional mileage on Highway 85 added to the proposed National

Highway System in 1995. Douglas County approached DRCOG in July 1995 and was told
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that adding mileage to Colorado's request "was not possible", and in fact if such mileage were

added it would mean deletion of other routes in Colorado. Obviously this was simply not

factual.

Despite DRCOG staff reservations and with the much needed support of Congressman

Joel Hefley, the DRCOG Board on September 20, 1995 gave direction to the staff to

send a letter to the Federal Highway Administration (FHWA) in support of the project.

However, it was then determined by DRCOG staff that DRCOGs Transportation Committee

must ratify the request. Ultimately, ten weeks after the County made the request a formal

letter was sent by DRCOG on September 27, 1995 to the FHWA, only two days before the

decisive action was taken on the NHS bill in the U.S. House of Representatives. The FHWA

approved the new NHS with the Highway 85 section added;

** As further evidence of DRCOG's opposition to equitable highway funding,

especially regarding the Highway 85 project in Douglas County, the County attempted to

apply for NHS funds for a dangerous intersection at Titan Road and Highway 85. The

County was not allowed to apply for funding due to the fact that DRCOG had set a deadline

for applying fbr NHS funds of January 5, 1996. This application deadline was less than 20

days after the FHWA had allocated funds to the State and a little over 35 days since the NHS

had been enacted into law. While we understand the need for deadlines, we consider this to

have been unreasonable;

"On another safety related issue, in early 1996 the Colorado Department of

Transportation (CDOT) submitted a request to DRCOG for $30 million to widen northbound

and southbound 1-25 from Lincoln Avenue to Castle Pines Parkway, in an area that has

q
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experienced a high level of fatalities and injuries from truck related accidents. DRCOG

attempted to reallocate the construction funding requested to another project outside of

Douglas County, without the knowledge of CDOT, and recommended instead that $300,000

be allocated for the roadway to be studied in 1999. This action by DRCOG was discovered,

and CDOT and the County protested the action and requested that funding for the project be

restored. I am glad to say that $7.5 million was placed back into the budget for that much

needed highway improvement, but it is still only 25% of what is needed.

These are specific examples of how we have tried to work through the system and

cooperate with DRCOG. At nearly every turn, our efforts are frustrated and we have

reluctantly reached the conclusion that the system is not a democratic decision making

process and that change within DRCOG is nearly impossible.

The size and complexity of DRCOG also hampers our efforts to proceed with

necessary infrastructure projects. DRCOG is made up of 39 municipalities and 8 counties,

with the City and County of Denver, our central city, having a seat on the board for each

category. This structure makes it particularly difficult for county governments because of the

control of the municipalities. It is extremely problematic for Douglas County due to the

percentage of our population which resides in unincoiporated areas of the county.

State departments of transportation provide a consistency that MPOs cannot, as they

vary from region to region and state to state. In Colorado, MPOs do not design, engineer or

construct projects. Why then, should they be responsible for the selection of those projects?

As an elected official, I am accountable to the citizens I represent. As an organization,

DRCOG is not. It is clear that DRCOG is a federally mandated and protected local decision
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maker that is staff driven. We do not believe that was the intent of ISTEA, and for that

reason we believe national reform is needed.

RECOMMEMNATIONS FOR NATINAL NEU REFORM

For the reasons specified above we would ask this Subcommittee to consider the following

reforms for MP(Ys in the reauthorization of ISTEA:

1. Lower the unreasonable barrier for a jurisdiction's withdrawal and redesignation

from an MPO to the approval of local officials representing 50%/0 of the population in the

entire metropolitan area outside of the central city. Problems in suburban communities are

drastically different from the central cities, and if their colleagues agree that further

involvement with that MPO is not meeting the needs of those communities, they should be

allowed to withdraw, be redesignated or be allowed to join an adjacent MPO

2. Assuming that the above criteria are achieved, there is no justification for the

official of the central city having a veto power over that decision. If this is allowed to

continue, why are other local officials surrounding the central city not given the same veto

power over a proposal by the central city? This central city veto authority should be

eliminated;

3. If a jurisdiction seeking to determine its own transportation planning future should

satisfy the above criteria it is again required, by federal law," to cooperate, consult and

coordinate with the state and other MPO's in the metropolitan planning area." In our

judgement, this would completely negate whatever effort there would be to make one's own

decisions. We would recommend that this language be modified to read only that the new

MPO "consult" with the other entities; and
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4. Because state departments of transportation have the knowledge, experience and

expertise to assure project selection based on sound data and engineering analysis, the

authority for project selection should be returned to those entities. MPOs should have an

expanded role in research and development focused on problems and technology transfer that

answers back to state and local governments responsible for solving problems.

5. As long as the federal government is going to be involved in the planning process

and assuming that the intent is truly to foster greater local decision-making, there should be a

requiremet that an MPO must have a process in place for equitable, agreed upon local

decision making and that process should be utilized. If it can be shown that a democratic

loclly acp. ed voting process is not being utilized, there would be a basis for the MPYs

federal certification not to be renewed.

Mr. Chairman, thank you for this opportunity to present our views and I would be glad to

try to answer any questions that you may have.
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Statement of Lawrence D. Dahms
Executive Director, Metropolitan Transportation Commission
Before the House Transportation and Infrastructure Conunittee

Subcommittee on Surface Transportation
July 30, 1996

Good morning, Chairman Petri, Mr. Rahall and members of the committee. I am Lawrence

Dahms, Executive Director of the Metropolitan Transportation Commission, the

metropolitan planning organization (MPO) for the nine-county San Francisco Bay Area.

Thank you for the opportunity to appear before you to offer testimony on the reauthorization

of federal surface transportation programs.

Over the past two months, your Committee has heard from a wide range of parties interested

in the reauthorization debate. Importantly, the transit, highway, freight, state/local

governments and community advocates appearing before you reflect the very same range of

viewpoints we have been challenged to reconcile in the metropolin planning process over

the past five years under the direction of the Intermodal Surface Tra,&qsmv,,tion Efficiency

Act (ISTEA). ISTEA's planning provisions encourage all partners in transportation

decisionmaking to be at the same table. This morning I would like to review the critical

importance of the planning process to transportation investment decisions and how that

process can be strengthened and reinforced from its already solid base.

Transportation planning is, of course, centuries old--dating back to a time that ensured that

all roads would, in fact, lead to Rome. In our time, it was the Highway Act of 1962 that first

established a role for metropolitan planning in the transportation policy process. (Legislation
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which created the current MPO institutions was enacted in 1975). Planners armed with

transportation modeling tools were expected to provide teclhical information to inform local

officials and decision makers. Over the past thirty plus years, the role of metropolitan

planning organizations has evolved from one of technical advice and consultation to one of

collaboration and partnership. One purpose of MPOs has, however, remained constant-

ensuring that the diverse metropolitan interests of this country are anticipated and planned

for. With this in mind, while the planning challenge his changed, it remains essential to

advancing mobility while reconciling other vital objectives of the community.

What are the essential elements of a good planning process and why does the federal

government have an interest in sustaining it?

The inputs to good planning are resources that are sufficien to meet the needs of the system,

both in terms of maintenance and strategic expansion, predictable so that budgets can be

developed, and flexible to ensure that project funding decisions are driven by system needs

rather than categorical restrictions. All of these elements ensure that planning has a positive

influence on transportation decisions.

The federal government's on-going interest in this arena is driven by the fact that

metropolitan communities form and function as the economic engines that drive this nation's

economy. MPOs represent the transportation interests of these communities providing a

2
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forum for consideration of investment decisions on the metropolitan transportation systems.

These systems tie the regions together and to the rest of the country.

The Intermodal Surface Transportation Efficiency Act (ISTEA), reinforced these tenets of

effective planning in our nation's urban areas and provided the tools to move toward an even

more collaborative and productive federal/state/metropolitan partnership through:

" the designation of a National Highway System, encouraging states to have an integrated

system throughout the country;

" planning requirements and a systems emphasis, ensuring that MPOs, states and

metropolitan partners give serious attention to planning and investing in a multimodal

metropolitan transportation system;

" a partnership framework reinforced by a formula to allocate ISTEA's Surface

Transportation Program (STP) funds to metropolitan areas and the requirement for joint

state/local approval of the Transportation Improvement Program (TIP);

" the linkage of transportation plans to budgets, bringing a sense of fiscal discipline to the

planning process.

While the relationship of states and their respective MPOs varies throughout the country, we

can say that ISTEA has resulted in a new level of productive communication and

cooperation between vital partners. In doing so, ISTEA finally recognized that metropolitan

mobility and its limiting congestion are critical factors of concern to the nation's economy.

Our task in addressing the goals of the Act, however, has only begun.
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MTC's experience with ISTEA ias been positive in large part due to responsiveness of the

State of California to mee'. the directives of the act and the willingness of our new partners to

work together. Immediately following enactment of ISTEA, California adopted legislation

to translate federal law directly into state law, ensuring that the STP formula allocations to

metropolitan areas -as well as the new CMAQ funds-were directly passed on within the

state.

In our region, MTC convened The Bay Area Partnership, consisting of the top managers

from 31 agencies responsible for moving people and goods in our region. The Partnership

developed an inclusive process for screening and ranking projects to benefit from the

flexible ISTEA funding flowing to the Bay Area. By the end of 1994, MTC had used the

multimodal priority setting process to allocate more than $500 million in ISTEA money to

some 500 projects. And the sponsors of these projects have put that money to work well

ahead of statutory obligation deadlines. All parties deserve credit for making the changes so

quickly. We claim a high grade for progress to date--that is, progress, not yet fulfillment of

the integration and efficiency objectives of ISTEA.

We recognize that every state did not have the head start California did and that there are

many examples where agencies at both the state and local level have further to go and a

steeper learning curve. We are interested in working with you and your staff to develop



1176

strategies that will ensure the future success of ISTEA's planning objectives for all states

and MPOs.

Let me now turn to the future and ISTEA II. We start with the premise that the health of the

national economy depends on effective functioning of a hierarchy of transportation systems.

This reality is a primary justification for the sustained federal interest in transportation--an

interest that was given new meaning when the concern for system integration and efficiency

were emphasized in ISTEA. In order to make further progress, federal transportation policy

should continue to embody the following fundamental elements established by ISTEA:

* adequate resources to fund infrastructure needs;

" the goal of integrated systems;

" improved efficiency;

" the continued incentive for partnerships to deliver on these elements.

ISTEA II should build on the sound foundation of the original act and move forward in

accomplishing these fundamental objectives.

We are concerned with the range of current reauthorization proposals which seem to be

driven by an entirely different set of objectives a-_ 'ai;,. do not seem to reflect the nexus

between efficient transportation systems at the international and metropolitan levels and

national economic productivity. Rather, these proposals seem to be driven by federal budget

problems and the formulas for allocating funds among the states. Current discussions about



1177

"devolution" and the accompanying "tumback" of the federal gas tax to the states are

evidence of these differing objectives.

The notion of turnback raises many questions and serious concerns which should be

carefully evaluated by this Committee and by all interested in reauthorization. These

include the on-going federal interest in transportation, the risk of turning back federal gas tax

revenues that may not be reenacted by the states, restrictions in state law which disallow

expenditures on state gas tax revenue for public transit purposes, and other factors. I have

attached an issue paper to my testimony elaboiating on these concerns for your

consideration.

The tumback discussion in transportation policy is part of a larger trend in government

which seeks to shed responsibility down the chain of public policy making--from federal to

state, from state to local. There is, however, a critical missing piece in these discussions of

devolution--the acknowledgment of strict limitations on the ability of lower levels of

government to raise additional revenue necessary to backfill the reductions from state and

federal sources. Proposals to raise taxes are no more popular at the local level than they are

at the state or federal level. Five of our counties have invested local sales taxes heavily in

the full range of transportation improvements for the last two decades. Their ability to

continue such investments, however, has b~ca ,trwarted by a recent state supreme court

decision requiring a 2/3 local vote to appro, e such measures in the future. Further, our state

legislature has just rejected an MTC proposal to pu! a regional gas tax measure before the
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voters. With these events fresh in our minds, we are naturally skeptical of the prospect of

losing a major funding partner.

If the government doesn't do the job, can we expect the private sector to fill in the gaps? In

the transportation arena, approaches to innovative finance are now being evaluated as one

option for confronting this fiscal challenge. ISTEA offered new opportunities for cutting red

tape that delays projects, for involving the private sector, and for financing transportation

improvements through tolls and other means. The establishment of infrastructure banks

builds upon this progress. Such finance initiatives should continue to be part of federal

policy, but private capital is attracted primarily to revenue-producing expansion projects, not

the nitty-gritty challenge of sustaining the existing system. In our region, for example, we

forecast a $2 billion shortfall for street and road maintenance and a $1 billion shortfall for

transit operations over the next 20 years.

In conclusion, the central elements of ISTEA--strategic infrastructure investment, system

integration, flexibility, partnership and effective planning--should be reinforced in

reauthorization of the federal transportation program. Also attached to my testimony is a

special report produced by MTC in anticipation of the ISTEA reauthorization debate. It was

prepared to complement a conference we hosted in conjunction with the California

Department of Transportation last March in San Francisco to solicit input from the citizens

of the Bay Area. We are here to work with you in developing improvements to the law and

look forward to substantive discussions in the months ahead. Thank you. I would be glad to

answer any question.
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YOU SAY YOU WANT A DEVOLUTION?

In recent months, officials from the States of California, Florida, and Ohio
have promoted the notion of devolving the federal transportation program,
repealing the federal gas tax, and turning back administration of the program
and collection of the tax to the states. This provocative proposal would mark
a radical change in federal transportation policy, and it prompts many
questions and concerns. Here are four issues that turnback proponents need
to address in order to better inform the debate over devolution.

A Nation or a Confederacy?

After declaring their independence from Great Britain, the former American
colonies experimented with a "confederation" model of government under
which the individual states retained primacy at the expense of a weak central
authority. The failure of that model led to the adoption of the U.S.
Constitution in 1787, which established a strong federal government
entrusted with promoting certain national objectives, including interstate
commerce. Distributing products to market, ensuring highway safety,
improving quality of life for urban and rural dwellers alike, and protecting a
sound transportation system for our national security - these national
interests all have been advanced to justify a continuing federal role in
transportation policy.

The Intermodal Surface Transportation Efficiency Act (ISTEA) of 1991
delegated considerable decision-making authority over transportation policy
and project selection to state and local officials. The ISTEA model is a three-
way partnership between federal, state, and local officials. Admittedly, that
partnership is difficult and requires constant attention. Is this partnership so
unwieldy, however, that the federal leg of the stool simply must be sawed off?

Who's For New Taxes?

The "turnback" idea also involves a significant political risk. Assume, for the
sake of argument, that the Congress did repeal all but a few pennies of the 18
cent federal gas tax. In the current anti-tax climate and after recent spikes in
the price of gasoline, how likely is it that the nation's state legislatures and
governors will enact state gas tax increases to make up the difference?
According to an editorial in USA Today, under the current system the states
"get the tax benefit without the tax heat".

The major impetus for the turnback idea is coming from so-called "donor"
states that contribute more gas tax revenue to Washington than they receive
in federal funding. As a matter of fact, the highway program is one of the few
federal programs that even considers tax collection as the basis for
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distribution of federal funds, and ISTEA guarantees that each state receive at
least 90% of the amount it contributes to the Highway Trust Fund. For the
sake of the remaining 10%, however, don't the turnback advocates run the
risk of trading that 90% federal guarantee for 100% of a much smaller
program at the state level?

What About Public Transit?

Another potential problem with the turnback proposal is that federal law is
considerably more friendly to public transit funding than many states. The
Highway Trust Fund earmarks two cents of the 18 cent federal gas tax for mass
transit purposes. By contrast, in 31 states, state gas tax funds by law can only
be used for highway purposes. Since turnback relies on reenacting the federal
tax at the state level, transit could be hit for big funding losses in those states.

Even in states that do allow more flexible uses for state gas tax funds, transit
could be in trouble. In California, for example, the expenditure of state gas tax
revenue is governed by Article XIX of the State Constitution. That article
allows using state gas tax funds to construct rail transit guideways, but not to
purchase transit vehicles - while federal law permits both uses. During the
six-year ISTEA period, the San Francisco Bay Area used 55% of its federal
transit funds to replace aging rail cars and buses. Under the tumback
scenario, the region wouldn't be allowed to spend a dime of state gas tax funds
for that purpose.

Doesn't 29 States = 58 Senators?

Since donor states are pushing the turnback idea, it's likely that the 29
historical recipient states will oppose it because they could lose their status as
net importers of federal gas tax funds. For example, the New York
Department of Transportation has estimated that turnback would require an
average 28 cent increase in northeast state fuel tax rates to replace lost federal
aid. In the United States Senate, those 29 recipient states are represented by 58
senators, a sizable majority that could block any action on turnback.
Regardless of its merits or demerits, then, tumback faces an uphill climb to
becoming federal transportation policy.

In light of that legislative challenge, why not consider less radical solutions to
some of the problems cited by tumback advocates? If the motivation for
turnback is the inequity to donor states of current funding formulas, this
issue could be dealt with by adjusting the 90% return-to-source guarantee
during ISTEA reauthorization. If the motivation for turnback is intrusive
federal regulation, these too can be trimmed back and streamlined during
reauthorization.

July 25, 1996
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Chairman Petri and Members of the Subcommittee on Surface Transportation, good morning.
Thank you for the opportunity to testify today. My name is Ellen M McCarthy. I am
coordinator of transportation initiatives for the International Downtown Association (IDA).

I respcctfifly request that the full text of my statement be submitted into the official hearing
record,

Founded over 40 years ago, IDA is a national association of organizations, individuals and
companies involved in revitalizing city centers, both in North America and throughout the world
While we encompass developers, architects, planners, retailers and others, most of our members
are business-backed non-profit organizations established to represent the collective voice of the
local business community in the regeneration and enhancement of downtowns and edge cities.
Particularly in North America, where the vitality and vibrancy of downtowns and town centers
were initially threatened by the forces of transportation and technology, IDA has served as the
primary network for sharing intbrmation about ways to face new challenges, Today, IDA is
recognized in a global framework for its role as a guiding force in creating healthy, dynamic
centers which anchor the well-being of towns, cities and regions of the world.

Transportation has always been a high-priority issue for our members. The ability to move people
and goods efficiently into and around our city centers is critical to the successful functioning of
those centers. We currently have two transportation initiatives underway. The first is funded by
the Energy Foundation, and has permitted us to survey our members who represent "best
practice" in the successful involvement of the business community in local transportation planning
and programs. Bascd on their experience with transportation issues, we are putting together a
handbook for other areas who would like to improve the effectiveness of their business
participation in transportation. We are also putting together a presentation on best practice in this
area, and will work with other national business organizations to get the word out about how the
business community can play a more effective role in improving regional transportation systems.

Our second initiative is working with the U.S. Department of Transportation, the Surface
Transportation Policy Project, Project for Public Spaces and others in establishing the National
Partnership for Transportation and Livable Communities. The goal of this effort is to increase
awareness of the role that transportation can play in improving the livability of cities, towns and
regions. and provide assistance in implementing this approach

Today. I would specifically like to address the need to maintain and enhance local decision-
making power and the flexibility to use funds as necessary to implement the results of that local
decision-making.

I. From the standpoint of the business comn ity we represent. the metropolitan area or
region is the key level of decision-making for transportation planning, The primary
economic unit for most of us is the region or metropolitan area. It is the primary trading area. It



1183

is where most customers and clients live. It is home to the work force, In fact, as a Philadelphia
Federal Reserve Study points out, our national economy is a set of metropolitan / regional
economies working together.

From our perspective, it i. important that all aspects of the regional economy, particularly its
infrastructure, be as seamless as possible, allowing for easy movement of goods, services, people
and information. It is therefore appropriate that local elected officials in the region, with input
from business and civic leaders, have the primary role in articulating regional needs and designing
the solutions to those needs.

Given that our national economy is really a collection of regional economies, then the regional
transportation system is the key to the healthy functioning of that economy. Our employees must
be able to get to work, our shoppers to their retail destinations, our tourists to their hotels and
attractions, our citizens to their doctors appointments and recreational activities.

State or municipal boundaries are artificial boundaries. They do not have any real relationship to
the travel patterns or economic activities which underpin a metropolitan area. Indeed, in several
major metropolitan areas, the region overlaps two, or sometimes even three, states. Giving states
the primary responsibility for planning for metropolitan areas over 200,000, as some have
suggested, makes no sense. A state government just cannot be as knowledgeable about the
opportunities and needs of the region as the people in that region are.

However, we wish to be clear that when we say that the major locus for decision-making in
transportation planning and investment programing should be the region. we certainly are not
saying that the state has no role to play. Not only do state constitutions make cities creatures of
the state, but in most states, the state government is an important financial partner in major
transportation investment decisions. In addition, clearly the role of state and national government
in providing for interregional travel is essential to achieve the efficient movement of people and
goods between metropolitan areas. However, the creation of the three-way partnership between
the federal government, the state and the region, for metropolitan areas over 200,000 in
population. is one of the most important contributions made by ISTEA.

2. Regional decision-rmaking is the best way to maximize intermodal efficiency. Good
business leaders see much of the world as a set oftinterconnected systems, and systems within
systems. Delivering a product to the customer requires the integration of many sub-systems,
including production, marketing, sales and distribution. In fact, you have probably heard much in
today's business climate of"re-engineering". One of the most important principles of re-
engineering is to ensure that decisions are made closest to the customer, and that key players iII

each system work together to modify and improve overall system performance. Regional
transportation is a set of systems -- highways, transit, roads, air, inter-city water and rail. Keeping
the decision-making about transportation closest to the local level follows the principle of being
market-responsive, and it facilitates the involvement of business and civic leaders, who bring a
perspective to the process free of many of the itistitutional, jurisdictional and modal "blinders"
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which can affect transportation professionals at times, interfering with systems integration.

3. Transportation must be planned as part or an overall community development strategy,
encompassing economic development, environmental quality, affordable housing,
recreation and open space and related elements of creating healthy, economically viable
and attractive communities. This is more easily accomplished on the regional level, as is
reflected by changes made by both the Department of Housing and Urban Development and the
Environmental Protection Agency in recent years to decentralize the planning process in order to
make it possible for communities to plan more holistically.

4. Controlling sprawl should be a key national priority, with the Metropolitan
Planning Organization playing a major role in developing integrated transportation / land
use solutions, In region after region, millions are spent on replicating infrastructure -- building
new schools, firehouses, libraries, recreation centers -- while the center cities languish in desperate
need of infrastructure maintenance and repair. The increasing recognition of the importance of
integrating land use and transportation planning makes it especially imperative that the main locus
of transportation planning be the regional planning body.

In fact. in one South Carolina study, regional planners concluded that newly developing suburban
and exurban areas contribute only $1.00 in tax revenue for every $1.37 expended for
infrastructure. Several governors, including Maryland's Governor Glendening, are making the
concentration of development one of their highest priorities.

Transportation both influences sprawl and is affected by it. It is virtually impossible to separate
from land use policy and it should not be separated. The federal government must insist that
transportation investments be planned and managed in an overall systems context, with the region
in a leading role, in partnership with the state and federal governments. That is one of the best
aspects of ISTEA, and that aspect of ISTEA should be maintained and strengthened, not
weakened, in any reauthorization bill.
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Mr. Chairman, my name is Susan Mortel. I am the Assistant Deputy Director, Bureau of
Planning, of the Michigan Department of Transportation. I would like to thank you for this
opportunity to testify before this Committee on issues related to the reauthorization of the
Intermodal Surface Transportation Efficiency Act (ISTEA), particularly on issues related to the
State/Metropolitan Planning Organizations (MPOs) relationship and the statewide and rural area
planning processes.

HISTORICAL CONTEXT

I wish to emphasize that the Michigan Department of Transportation (MDOT) is a strong
supporter of the underlying principles of ISTEA. MDOT actively supported increased
coordination between federal, state, and local units of government and with the private sector
when ISTEA was debated and enacted by Congress.
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ISTEA was meant to strengthen those relationships, to increase public involvement in the
planning and decision making processes, and to encourage partnerships with the private sector to
meet critical transportation needs. ISTEA was also meant to provide greater flexibility to states
and local governments to address their needs.

Michigan has 14 MPOs ranging in size from under 100,000 to several million people.
MDOT has historically had a close and cooperative relationship with our MPOs and with local
units of government. We have developed relationships that have been able to deal with the
changing transportation needs of urban area residents.

We have met all of the ISTEA deadlines for creation of long range planning documents
and Transportation Improvement Programs (TIPs) on time. We have worked to improve the
varying technical abilities of our MPOs and our department consistent with the requirements of
ISTEA. The state provides the broad, multi-modal statewide perspective on issues and priorities
while the MPOs provide the regional perspective. It is an imperfect relationship but with all of the
recent stresses and strains it is still a partnership that has, for the most part, worked.

Some of you may be aware of the problems we have recently dealt with in developing our
program. There were a number of disagreements between MDOT and our MPOs. While we
admit this we would also like to point out that the process did work; the highest priority projects
are moving forward and we will continue to improve on the relationships between MDOT and our
MPOs.

ISTEA FELL SHORT OF ITS PROMISE OF FLEXIBILITY

Although ISTEA has generally worked, we feel that there has been no net gain in state
flexibility because of the regulatory processes that were established by the Federal Highway
Administration (FHWA). The provisions that were designed to increase state flexibility have been
hampered by inadequate funding and by highly prescriptive, costly, and bureaucratic planning and
programming requirements which have caused project delays and problems in implementing the
State Transportation Improvement Program (STIP) and our State Long Range Plan.

For example, in our region, we weic required to make the STEP fiscally constrained, by
type of fund, by year, for the three year program. The level of detail for each project that this
engendered was overwhelming. Add to that the fact that all of our MPOs were, in the early years
of ISTEA, considered non-attainment areas for air quality, and had to demonstrate conformity to
the satisfaction of the Environmental Protection Agency before FHWA and the Federal Transit
Administration (FTA) could approve their TIP. Consider also that, although MDOT works with
its MPOs to create the three year program in each area, we have no specific control over the
preparation of their "chapter" of this very detailed docuwient. So when one phase of one of
MIUOT's expansion projects was inadvertently left out of an MPO TIP in southwestern Michigan,
the complicated amendment process and the need to recalculate air quality conformity, coupled
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with a limited northern construction season, delayed the project for an entire year without any
improvement in air quality. I don't believe that type of bureaucratic delay was ever the intention
of ISTEA.

SUGGESTIONS FOR ISTEA REAUTHORIZATION

As we enter ISTEA reauthorization there are four main areas we wish to bring to your
attention. We feel that addressing these issues will allow Michigan transportation providers to
continue to be successful.

1. Tie Projet Selection to Long Range Goals and Priorities
ISTEA's project selection framework needs to encourage a local prioritization process to

ensure that projects of regional significance are completed. MDOT has been a national leader in
the development and implementation of management systems and has put in place a project
prioritization process designed to allocate federal and state transportation funds to those projects
that provide the greatest transportation benefits.

Local units of government must establish project prioritization processes that are
consistent with the intent of ISTEA Projects selected at the local level are not always consistent
with the State Long Range Plan. Local jurisdiction needs are addressed while critical regional
transportation projects are stalled for lack of funds. Project selection is not always driven by a
process that identifies the most pressing regional transportation needs. Rather, project selection
is likely to be based on the most powerful local political interests.

2. Ensure Owners and Operators Play a Role in Project Selection
The owners and operators of transportation systems must have a significant role in the

project prioritization process and a vote at the MPO table. In Michigan for example, the transit
agency has no vote with the Grand Rapids MPO. As the owner and operator of transportation
services within an MPO, MDOT is willing to work with the MPO and other transportation
providers in the project selection process.

We acknowledge the importance of the MPO in the development of regional goals and
objectives for our transportation system. However, MPOs have a very narrow perspective on

transportation priorities that may not go beyond their own jurisdictional boundaries. In some

cases, roadways are not fixed beyond MPO boundaries because of different jurisdictions. As a
state DOT we must have some influence on the project selection process because we have the

responsibility and liability for our state trunkline system regardless of jurisdictional boundaries.

We support changes to the ISTEA process that will address these problems. In Michigan,
problems encountered with redirection of federal aid would have been easier to resolve if ISTEA
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had encouraged MDOT and the MPOs to establish a project proritization framework. This
would ensure that projects of state and regional significance are completed.

3. Move Away from Sub-allocation
When a Transportation Management Area (TMA) receives its current ISTEA allocation of

Surface Transportation Program (STP) funds the first thing many of them do is suballocate the
fizndko individual political jurisdictions based on population. This ensures equity in the
geographic distribution of funds but is also problematic. By splitting fimds into small pots and
distributing them to areas based on the STP population formula, each area receiving funds begins
to think of the money as their own to be spent on their local road needs, outside of any regional
priority structure. This detracts from the regional, multi-modal emphasis of ISTEA. Rather thaa
encouraging coordination and partnerships among providers it fosters compartmentalization It
does not promote the need to accomplish stte and regional goals as set forth in the State Long
Range Plan.

We need to move toward a needs-based, criteria-driven project selection process
that involves both transportation providers (system owners) and local officials in the
priority setting process If priorities are dear, it is much easier to select projects and manage a
program particularly if expected funding doesn't come through. In the reauthorization of
ISTEA, we feel that it is imperative that Congress emphasize the need for a project selection
process that will contribute to satisf~ing the intentions of ISTEA to address transportation
problems from a regional, multi-modal perspective.

As I mentioned earlier, in Michigan, we recently had difficulties coming to agreement on
priorities with several of our MPOs. In one case, while we were able to reach agreement with
the MPO's technical committee, the policy committee refused to endorse the agreement. This was
due to a partisan political disagreement between our governor and local elected officials, as well a
disagreement between two factions of the policy committee, one who wanted to accept our
proposal and one who did not. The result was that our entire program was put on hold because of
partisan politics, and our STIP could not be finalized for several months, delaying construction
projects across the state.

Some have said that the solution to this problem is the direct allocation of STP funds to
urban areas, without state oversight or approval. We believe that this would only cause further
schisms between the state and local units of government, and slow state investment in urban areas.
Polarization of the jurisdictional squabbles we all experience is the last thing we need. As long as
tunklines intersect and are fed by local roads, state and local transportation providers and elected
officials will need to work together. Our customers do not care about jurisdictional boundaries
on their roads, we owe it to them to work together to provide them with the saf, smooth roads
they deserve.
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4. Simplify Process
We need to be freed from the burdensome processes that have been developed by FHWA

in implementing the provisions of ISTEA MDOT believes that FHWA has adopted planning
regulations and requirements that are costly and inconsistent with the intent of ISTEA. MDOT
supports changes to the ISTEA planning processes that include the following:

Change the population threshold of TMAs to 1 million, which is more
reflective of urbanized areas likely to have the need for the resources and
the technical capabilities to accomplish the extensive planning requirements
in the ISTEA.

Allow state flexibility and discretion in STIP/TIP development to program at a
level which enables states to deal with the intrinsic uncertainties of project
schedules and with fluctuating levels of federal funding.

Eliminate the existing multi-agency approval authority of FHWA/FTA and give
STIP/TIP approval authority to the Governor or a designee as originally intended
byISTEA.

Eliminate Federal certification requirements applied to planning and prog
processes and allow self-certification at the state level to be done in consultation
with USDOT.

As an example of the burdens placed on state DOTs, the development of our STIP must
incorporate the programs of fourteen MPOs, twenty-six Rural Task Forces, and the satisfaction of
air quality requirements for nearly a third of Michigan's 83 counties. We realize that ISTEA
represents the balancing of a munber of worthwhile goals. We recognize the need to preserve and
improve air quality and that we must develop our program within the confines of available
resources. However, it is not easy to attain these goals and implementation has been difficult.
For example, strict adherence to air quality regulations does not always result in ary net gain in
air quality. Also fiscal constraint as implemented in Michigan was an unnecessarily burdensome
and procedural. We feel that a certain amount of over-programming is needed to account for
unforseen Changes in our project planning.

Implemnttion of ISTEA has resulted in a process that takes at least nine months for us
to to complete our STIP. It is a time-consuming and costly effort for everyone involved, and for
some projects-such as local Transportation Enhancements that can cost as little as ten or twenty-
five thousand dollars-the effort required to list the project in the STIP is almost as costly as the
project itself.

Even with the problems we have faced in Michigan this past year, we have been able
to reach agreement with our MPOs. So much attention has been paid to the disagreemens, in
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fact, that people sometimes overlook our successes. For example, when the Holland/Zeeland
MPO in western Michigan needed additional funds to remove a bottleneck and complete a priority
project that serves as an alternate route for one of our major tourist highways, we found a way to
provide flexible STP funds to complete the project. The MPO had a local need and the MDOT
recognized the regional benefit to be gained through completion of the project. That's the kind of
cooperative effort I believe ISTEA was designed to foster.

We are pleased that we will have a successful statewide program this year and we will
continue to work with our MPOs to provide the highest level of transportation services to our
customers.

STATEWIDE AND RURAL PLANNING PROCESSES

Not all of our customers live in MPOs, however. The regulation! developed to enforce
ISTEA were developed with a one-size-fits-all approach that puts rural and smaller urban areas at
a real disadvantage. Michigan, like many other states, oversees transportation systems that
accommodate nzt only urban areas, but also a large segment of the population which is scattered
throughout rural areas, townships and cities of less than 50,000 population. As a result, the
statewide and rural planning processes, while offering some positive benefits, have imposed
significant cost and time burdens on small local governments.

For example, in our more sparsely-populated areas, the three-year planning process itself
can be a problem. Sometimes, the person developing the three-year program is also the one who
drives the snowplow and answers the phone. Typically, locally-selected projects in rural areas
mean simply resurfacing roads damaged by winter weather or purchasing basic equipment to
maintain existing public transit. It's very difcult to predict in October which road will be broken
up by snow and ice come April, particularly since a crystal ball is not considered a federal-aid
eligible expense. As a result, the three-year programs in these rural areas change far more often
than in our more urban areas. The very exercise of developing such a program and conducting
formal public involvement can seem ludicrous to transportation providers who realize that the
project list will very likely change come Spring.

The public involvement requirements of ISTEA, also developed with urban areas in mind,
place an enormous burden on limited staff and financial resources in rural areas and smaller
MPOs. In these areas, locally-selected projects generally benefit from the most direct public
involvement, as citizens in rural communities often know their local transportation providers
personally and do not hesitate to contact them directly to comment on projects. The stringent
public involvement requirements that might be appropriate in a larger city are often unnecessary
and burdensome in these small communities.

One positive aspect of ISTEA in rural areas is that we've managed to foster a more
regional approach than was common in the past. By creating multi-county rural ISTEA task
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forces, we've encouraged local officials in rural areas to work with each other-and with transit
providers and Indian tribal governments-more closely to coordinate their transportation
improvement programs and help satisfy their customers.

We inadvertently limited our success, however, by our own use of suballocations.
Lacking a more concrete prioritization process for local projects, we relied on rural
suballocations-similar to those used by FHWA in allocating money to the TMAs/MPOs-to
provide some geographic equity in funding. Regional equity is a worthy goal but it should not be
paramount. In Michigan, each Rural Task Force-in fact, each county-is suballocated a share of
funds, which they can use independently or in cooperation with other counties to accomplish
projects selected for the STIP. We've found that this funding compartmentalization can limit the
regional focus for project development, even at the rural level. We plan to move away from such
suballocations in the future, just as we are encouraging you to do in the reauthorization of
ISTEA. Our future focus will be to work with local units to develop partnerships and encourage
a needs-based, criteria-driven, regional approach to the rural planning process, and we hope the
reauthorization of ISTEA will encourage that focus for both MPOs and rural areas.

SUMMARY

In summary, Michigan joins many other states in support of the intentions of ISTEA which
promised stronger relationships between state and local governments, increased funding, and
greater flexibility. Michigan has promoted these worthy goals for many years. But through a
combination of inadequate funding, overly-prescriptive requirements, and regulations which failed
to recognize that coordination among state i d local units of government is predicated on
reaching a common understanding of priorities for a total transportation system, ISTEA has failed
to fully live up to its promises.

The Congress now has an opportunity to build upon the strengths of ISTEA and to
correct its weaknesses. If the new reauthorization bill can lead states and Metropolitan Planning
Authorities to reach agreement on performance-based priorities linked to the State Long-Range
Plan, streamline plan- and program-development requirements, and to provide the funding
necessary to address adequately the problems at all political jurisdictions, it will truly have
advanced the state of transportation in America.

Thank you.
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Good morning Mr. Chairman and members of the Committee. I appreciate the
opportunity to be here today to talk to you about Metropolitan Planning
Organizations (MPOs). My name is Stan Oftelie, and I am the Chief Executive
Officer of the Orange County Transportation Authority (OCTA). As some of you
may know, OCTA is a unique agency that state legislation created in 1991 to
bring local transportation agencies under one umbrella group. Federal law
mandates OCTA to work with the Southern California Association of
Governments (SCAG), the MPO that represents six counties in Southern
California. When Congress empowered MPOs to improve local control, I do not
believe it intended to create agencies bigger than 47 states. Yet, SCAG does
exactly that by encompassing 38,000 square miles and 14.5 million people.
Compare that with the much smaller MPO organizations operating in your
respective districts. Only New York, Texas and the rest of California have larger
populations than the SCAG region. Texas, with 16 million people, has 32 MPOs.
Pennsylvania, with 12 million people, has 20 MPOs.

A common misconception of people residing outside of the state of California is
that Los Angeles and Southern California are synonymous. However, that could
not be further from the truth. Orange County, with its 2.6 million residents, has 8
percent of the state's population, and represents 10 percent of California's
exports. This places Orange County's $82 billion economy 32nd in the world.
Orange County is unique and distinct from Los Angeles, and has differing
transportation needs and goals. OCTA is one of the few agencies in the United
States that operates a transit system while planning and programming freeway,
highway and regional road projects. Moreover, the Agency is uniquely
positioned to design and implement an intermodal transportation network for
Orange County.
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The primary reasons behind Orange County's strong desire to see greater
flexibility in MPO redesignation are simple. It all comes down to money and
local control. If Orange County received directly its pro rata share of federal
transportation planning funds, it would receive at least $1 million automatically.
Instead, OCTA must annually go to SCAG headquarters in downtown Los
Angeles and argue over differing priorities.

In addition, in these times of fiscal constraint, and at a time wnen Congress has
the unenviable yet necessary task of cutting wasteful government spending and
unnecessary bureaucracy, you should all understand OCTA's dismay upon
learning that SCAG spent $25 million in federal transportation money for a study,
that from our perspective, does not fall within their mandated responsibilities.
The project was the development of a Regional Comprehensive Plan, which
covered 15 diverse elements, ranging from housing and economics to water
quality, all funded with transportation planning dollars. When elected officials
from Orange County spoke with one voice and told SCAG to adhere to its
mandated responsibilities, they were outvoted. OCTA, one of the largest transit
operators in the United States, was not allowed to vote. Despite the Intermodal
Surface Transportation Act of 1991 (ISTEA) mandating transit operator
membership on MPO boards, SCAG has rejected our agency's request to serve
on the 70-member SCAG Board of Directors. It appears to us that no other
MPO in the nation has strayed so far from its central mission of developing and
administering a long-range regional transportation plan.

ISTEA contains explicit language permitting state and local control and flexibility.
Title 23, Section 134 of the Act, which pertains to metropolitan planning,
specifies that an MPO and its boundaries can be determined by state and local
procedures in the instances of designation or of revocation of the MPO. The
same flexibility and local control are, however, not permitted in the instances of
MPO redesignation and of determining MPO boundaries in an air quality
nonattainment area.

The reauthorization of ISTEA in the 105th Congress will provide the necessary
forum for making these much needed changes. OCTA has proposed allowing
state or local procedures to be determinate in cases of MPO redesignation and
in air quality nonattainment areas. I have attached a copy of a proposed
amendment addressing this issue to my testimony. An extension of this local
flexibility to encompass redesignation is important in achieving OCTA's aim.
The benefits of allowing more flexibility to MPO redesignation and boundary
change procedures would be the power that devolves to state and local

governments and the removal of veto power of a single large jurisdiction. MPOs
would have to pay more attention to equity and fair representation for all of their
partners in the region.
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The State of California has devolved as much power as possible to the county
transportation commissions (CTCs) within the constraints of ISTEA. The CTCs
in Los Angeles, Orange, Riverside, San Bernadino, and Ventura Counties
conduct almost all of the functions mandated under ISTEA. Yet, federal law
requires that SCAG perform these same functions, creating an unnecessary,
duplicative, and costly bureaucracy.

These CTCs are unique with respect to the rest of the country and were not
recognized in the 1991 ISTEA legislation. The California legislature authorized
these commissions to generate their own funding sources. In all but one of the
counties, the CTCs planned and developed multi-billion dollar transportation
improvement programs with local funding. Moreover, under this arrangement,
regional coordination resulted in the planning and implementation of a 400-mile
non-federally funded commuter rail network within a two-year period. In
addition, frequent meetings among the CTCs allow inter-county transportation
disputes to be more easily resolved.

Mr. Chairman, a change is needed to current law to allow decisions made about
redesignating an MPO and altering its boundaries to be permissible pursuant to
state and local procedures. There are proposals at the federal level, and
legislation already enacted in California, which devolve transportation planning
and programming authority to the local level. Orange County is already
organized to successfully manage these responsibilities. Thank you for your
time and consideration of this important matter. If there are any questions I can
answer, I would be happy to do so.
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PROPOSAL BY THE ORANGE COUNTY TRANSPORTATION AUTHORITY
FOR TECHNICAL AMENDMENT OF THE

INTERMODAL SURFACE TRANSPORTATION EFFICIENCY ACT OF 1991

Subject:
Uniform flexibility for Metropolitan Planning Organization designation and

boundaries.

Code Sections Affected:
Section 134 (b)(5)(A) and Section 134 (c) of title 23, United States Code.

Discussion:
The Intermodal Surface Transportation Efficiency Act of 1991 and the rules

enacted by the Department of Transportation pursuant to that Act are replete with

language permitting state and local control and flexibility. Within the sections of

the Act pertaining to metropolitan planning, a metropolitan planning organization

(MPO) and its boundaries can be determined by state and local procedures in the

instances of designation or of revocation of the MPO. However, the same

flexibility and local control are omitted in the instances of MPO redesignation and

of determining MPO boundaries in an air quality nonattainment area.

Because of the diversity of transportation planning issues, state and local

transportation funding soluttions, social factors, and the geographic configurations

of regions, decisions to be made about an MPO and its boundaries should be

permissable pursuant to state and local procedures. The proposed amendments

will not affect those areas which have state and local procedures in place. In

those areas without existing procedures, the proposal will permit dialogue at the

appropriate levels in setting the procedures to resolve state or local issues about

improving transportation planning while furthering the federal goals of

intermodalism and better utilization of transportation funds. More flexibility is

needed where the complexity of factors is the greatest. Opportunities for

redesignation and for redetermining boundaries in non air quality attainment areas

should not be limited by historical patterns or a single federal prescription.

Contact:
Tom Fortune, Orange County Transportation Authority, 714/560-5583
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INTRODUCTION

The American Public Transit Association (AFV'A) appreciates this opportunity to testify
on Metropolitan Planning Orgnizaions (MPOs) and the planning process as part of
the Subcommittee's series of hearings on the Intermodal Surface Transportation
Efficiency Act (ISTEA) and national transportation policy. APTA strongly supports
a continued federal role in transportation planning and endorses ISTEA's MO and
planning provisions.

As we noted in previous testimony before this Subcommittee on various aspects of
ISTEA reauthorization, APTA believes that continuation of a strong federal role is
needed to provide an efficient, comprehensive transportation system for all Americans.
APTA advocates the retention of ISTEA's overall structure, including its innovative
flexible funding programs and provisions that contribute to a level playing field
between transit and highway investments. ISTEA promotes balanced transportation
investments that allow federal, state, and local resources to be used to the greatest
advantage for a range of transportation solutions. Such a balanced approach recognizes
that:

various modes of transportation can be utilized to meet regional and local travel
demands;

* all modes function most efficiently when they work together; and
• consideration of all transportation alternatives ensures that federal fimds are used

in the most cost-effective ways.

Balance is also important to ensure that every American has access to affordable
tnspotation, including millions of elderly, low income, disabled and rural people who
are dependent on transit to get around.

ISTEA's Planning Provisions are Essential

The planning provisions of ISTEA are an essential element of the law. ISTEA's
planning provisions focus funding decisions on integrated transportation systems rather
than on individual modes. This allows states and localities to identify cost-effective
answers to local transportation problems and avoid wasteful duplication. The planning
process also requires that finds are spent to preserve and maintain existing
infrastructure, and that congestion and environmental factors are considered. ISTEA
mandated the inclusion in the planning process of all those affected by transpotation
decisions - local, state and federal officials as well as the public. It requires a
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comprehensive review of needs and potential solutions, and it gives states and localities
the flexibility to use federal funds to address those needs with a locally preferred
alternative. By empowering localities and bringing more people to the table, ISTEA
ensures broad-based support for the ultimate decisions.

APTA's Reauthorization Proposal and Planning Survey

APTA's reauthorization recommendations are a part of a comprehensive proposal
developed by APTA's Legislative Committee that must be reviewed by the APTA
Executive Committee before it becomes APTA's policy recommendation. The
planning recommendations are based in part on the results of a recent survey of APTA
members on ISTEA's planning provisions. The survey results reflect strong support
within the transit industry for ISTEA's planning provisions generally and recognize the
need for improvement in a few areas.

Flexible Funding Necessitates ISTEA's Planning Provisions

The ability to fund innovative projects that improve the overall transportation system's
effectiveness is one of ISTEA's most significant contributions to a balanced
transportation system. The use of flexible surface transportation funds for mostly
transit capital projects has risen from $303.8 million in FY 1992 to $801.9 million in
FY 1995, a total of nearly $2.2 billion in the first four years of ISTEA. For instance,
funding under the Congestion Mitigation and Air Quality (CMAQ) and Surface
Transportation Programs (STP) has been used to purchase alternative fuel buses,
expand parking at rapid transit stations, and for the construction of intermodal facilities
that connect local bus service with intercity bus, train, and airline service.
Communities have identified these investments as linchpins of their strategies for
economic development and community revitalization.

However, the decision to use these funds for transit or other investment goals depends
not just on the availability of flexible funding under the federal program, but also on the
planning process that makes such decisions possible. ISTEA's planning provisions are
the mechanism through which flexible funding works. It allows communities to identify
which investments will best serve their needs for economic development, community
revitalization, and other goals.
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Strengthen Metropolitan Planning Organizations and Transit
Relationships

The economic health of metropolitan regions is essential. Some 64% of the nation's
people live in urbanized areas and these regions define the nation's economic strength.
Making metropolitan regions more economically productive depends on an intermodal
transportation system that moves people and goods efficiently into and throughout each
of these often congested regions.

APTA believes that Metropolitan Planning Organizations should remain key players
in the transportation decision making process in metropolitan areas and that their role
should not be weakened.

Eighty-one (81) percent of APTA members surveyed endorsed providing more power
to MPOs; 86% supported the current MPO role in long range planning, and 88%
endorsed the MPO's role in Transportation Improvement Program development.

Statewide Planning and Federal Certification Reviews

APTA supports federal certification reviews and the statewide planning processes as
generally defined in ISTEA The FHWA/FTA certification process can provide much-
needed oversight to ensure that all the players are adhering to the principles of ISTEA.
We want to continue to work closely with State departments of transportation as well
as MPOs and other regional/local agencies. ISTEA affords each state and region the
opportunity to create a partnership tailored to its own needs and circumstances, and we
believe that this approach is sound. By requiring that state and local Transportation
Implementation Plans (TIPs) are consistent with one another, the law recognizes that
coordination of planning and implementation of transportation projects is important.

We believe that the most successful partnerships are those in which every player has
a strong voice, because a healthy debate leads to the best decisions. We can no longer
afford to make decisions based on less than complete consideration of all transportation
modes.
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Maintain Inclusive Decision Making in the Planning Provisions

APTA supports retention of existing public involvement requirements. The importanc4-,
of participatory planning in developing transportation plans, programs, projects, and
policies cannot be overemphasized. Effective transportation planning does not take
place without meaningful public involvement programs tailored to the particular local
circumstances. Benefits of public input include improved, planning, facilitated decision
making, enhanced legitimacy, and increased implementation prospects. Ninety-five (95)
percent of APTA members surveyed endorsed continued public involvement in the
transportation planning process.

Support the Continued Use of Major Investment Studies

APTA strongly supports the continued use of Major investment Studies (MIS) where
there are transportation alternatives that have significant costs and substantial effects
on the communities in which they are being considered. The MIS process is an attempt
to get consensus on the best overall solution to transportation problems in a given
corridor. The MIS process is flexible and non-prescriptive. It reduces modal biases
in the development of transportation strategies.

Planning Factors and Fiscally-Constrained Plans

APTA supports the underlying premise of the 16 factors that must be considered in
metropolitan planning and supports the inclusion of an additional factor, the
consideration of central city issues. We also believe ISTEA's "financial constraint"
requirements are necessary to protect the integrity of the state and MPO planning
processes. They help ensure that decision makers set a more realistic set of priorities
in a collaborative, participatory setting.

Promote the Coordination of Land Use and Transportation Planning

Although ISTEA does not require land use planning, it recognizes that transit-
supportive land use patterns and associated policies are the cornerstone of success for
major transit investments. Reauthorization should extend the coordination of
transportation planning and land use planning. For instance, compatible and transit-
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supportive land use must continue to be a major criterion for capital investments; there
should be greater flexibility in the use of ISTEA fimds for transit-supportive and
development activities; and funding and flexibility for Livable Communities should be
increased under reauthorization. One of the greatest benefits of this approach is that
private sector investments can benefit from these practices, including higher values for
commercial and residential properties located near transit facilities.

Conclusion

APTA strongly supports a continued federal role in transportation planning and
generally endorses ISTEA's MPO and planning provisions. The planning provisions
are an essential element of ISTEA and promote a more inclusive, comprehensive,
locally-responsive, and user based approach to transportation planning. The result is
good for our economy, our communities, and all Americans. Thank you for the
opportunity to present APTA's views on these issues.
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Mr. Chairman and Members of the Committee, my name is John Selph. I am a
member of the Board of Directors of the National Association of Regional
Councils (NARC). I am also the Vice-Chairman of the Indian Nations Council of
Governments (INCOG), the Metropolitan Planning Organization (MPO) for the
Tulsa Transportation Management Area and I chair INCOG's Air Quality
Committee.

On behalf of NARC and the Association of Metropolitan Planning Organizations
(AMPO), I appreciate your invitation to testify before the Subcommittee on
matters concerning the roles and responsibilities of MPOs. My testimony today
is supportive of the policy positions developed by the Association of MPOs and
NARC. My comments draw from my personal experiences as a County
Commissioner in Tulsa County, Oklahoma both participating in and reflecting on
our MPO planning process.

Before I discuss issues relevant to MPOs in the ISTEA re-authorization process,
let me tell you a little bit about INCOG and our region. INCOG is a voluntary
association of some 50+ local governments in the five-county Tulsa metropolitan
area and has served as the MPO for over 20 years. The region's economic base
has become increasingly diversified during the last decade and we currently are
experiencing significant growth in employment and population. The City of
Tulsa, our region's largest city, contains about half of the region's 750,000
population.

Over the last year, we have achieved three major milestones that relate to our
role as MPO. First, we have adopted 2020 FORESIGHT: The Long Range
Transportation Plan for the Tulsa Metropolitan Area. Second, INCOG, the City of
Tulsa, and a host of key state agencies have approved a formal Memorandum of
Agreement with the Environmental Protection Agency designating Tulsa as a
Flexible Attainment Region by which federal, state and local entities have crafted
a plan with specific strategies to improve air quality tailored to meet our
community needs. The agreement makes it possible to design common sense
strategies which, hopefully, will keep our area in attainment. And third, a federal
review team, consisting of the Federal Highway Administration and the Federal
Transit Administration, has recently certified the Tulsa area transportation
planning process as meeting the requirements of ISTEA in the planning process
and has commended INCOG for its efforts.

The role of INCOG and other MPOs has significantly grown as a result of the

enactment of ISTEA. Prior to the implementation of ISTEA, the process was

driven or dominated by the state DOTs. Local policy officials were often not

consulted and policy making and priority setting was largely decided by the state

DOT. In short, it was the golden rule-the state DOT received the federal money
and made all the rules. Also prior to the implementation of ISTEA, meaningful
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financial constraint was largely unknown with respect to the Transportation
Improvement Plans (TIPs) and Long Range Plans. In Oklahoma and many other
states, TIPs became wish lists. The state DOTs over-committed to projects, to
satisfy political pressures and there was a disconnect between planning and
implementation. In our state, completion of federally-assisted local projects was
an arduous process at best. Too often, there was no information on the status of
projects nor sound guidance on what needed to be done to make them ready for
funding. To give you an idea, several committed projects in our area had been
in the pipeline for ten years and state officials were unable (or unwilling) to give
any estimated schedule when they might be programmed for construction.
Predictability, needless to say, was non-existent for affected residents,
businesses and the motoring public. Many local and state officials were
frustrated and viewed the process simply as a necessary exercise to maintain
their region or state's eligibility to receive federal funds.

Enough about the past. ISTEA fundamentally changed the process for the
better. And as you know, change is often difficult to accept. Our state DOT, like
many others, was apprehensive at first. But with the encouragement of our
federal partners, the Federal Highway Administration and the Federal Transit
Administration, they increasingly realized that it was a new ball game and that
the requirements of ISTEA necessitated opening up the decision-making process
by involving both local policy makers and the public earlier in the process and to
a far greater extent than they had in the past.

The Oklahoma Department of Transportation began to recognize the MPO as a
resource that could be utilized to develop a comprehensive program where hard
decisions would be made in light of the scarce resources available. In the spirit
of ISTEA, the MPO became a true partner in the transportation planning and
implementation process. ODOT and our state's MPOs now regularly work
together as a team in policy development, research, modeling and forecasting,
and public participation efforts. The role of the MPOs as a valuable partner and
resource to our state DOT has been further reinforced as a result of significant
downsizing of the ODOT staff.

Our key local policy officials, ODOT senior management, and our State
Transportation Commissioner also meet on a regular basis in Tulsa to discuss
project status, strategy, funding priorities and potential areas of cooperation.
One of the most important factors that has made the process worthwhile is the
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idea that the element of fiscal constraint prevails. We do not deal with wish lists
anymore-we are now forced to set our priorities, within the framework of the
limited resources that will be available, forcing the debate to face realities and
forcing us to make hard choices -this can be difficult to do, but necessary if the
process is to be accountable. it has made the role of local policy official more
meaningful in that we make the decisions and we have to believe in the process
if we are going to take the heat.

The technical planning process has also, in my estimation, improved with the
advent of ISTEA. We, as elected officials, demand more substantive information
and analysis on which to make decisions. A beneficial result of this has been the
increasing dialog and reliance of our central city, Tulsa, on MPO staff input
regarding transportation issues. Now not only has ODOT become a true partner,
but the relationship between our member governments has improved-ISTEA
has resulted in improved cooperation and collaboration among all players.

Another major element introduced into the transportation process is flexibility. A
good example of this in our area is in regard to the relationship between
transportation and air quality planning as it relates to ISTEA and the Clean Air
Act.

Tulsa is deeply concerned about the possibility of losing its hard earned
attainment status. In addition, to the health benefits of improved air quality,
another motivation for us to remain in attainment, is to avoid the compelx
conformity procedures and offset requirements that would adversely affect
economic development efforts.

To this end, the area has pursued a series of air quality initiatives. We have
developed an innovative award-winning program to reduce hydrocarbon
emissions, especially on those days when our potential to exceed the federal
ozone standard is the greatest. Our Ozone Alert! Program, the nations first
episodic air quality program, was started in 1991 and the public-private voluntary
effort has widespread support throughout our area. The program involves
encouraging businesses and citizens on Ozone Alert! Days, to take actions such
as curtailing driving by walking, biking, taking advantage of free bus rides on
Tulsa Transit, carpooling, or telecommuting and actions such as delaying lawn
mowing and limiting refueling to the evening hours. Since the program's
inception, thirty-eight Ozone Alertl Days have been called and we have
exceeded air quality standards on only three of those days. Our increase

37-734 97 -39
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in transit ridership on Ozone Alertl Days has typically ranged from 40-50%,
indicating that the public is indeed willing to participate in voluntary programs
where there Is a clear connection between some personal inconvenience and
substantial community benefit.

As part of the program, our gasoline suppliers have also voluntarily lowered the
Reid Vapor Pressure (RVP) of gasoline sold in the Tulsa area for the summer
ozone season. Since Tulsa achieved attainment status before the enactment of
the Clean Air Act amendments, gasoline suppliers were not mandated to provide
low RVP gasoline for our market as is required in nonattainment areas or areas
that have achieved attainment subsequent to the passage of the Clean Air Act
amendments.

Tulsa, being an attainment area, was not eligible to receive a direct allocation of
Congestion Mitigation Air Quality (CMAQ) funds like nonattainment areas receive
for air quality programs. The message was-you only get funds when you f3il
(violate the standard)-we won't help you not fail. To ODOT's credit, they
recognized that an ounce of prevention was worth a pound of cure. The
Governor of Oklahoma and the ODOT administration, at our request, provided
$400,000 a year for the life of ISTEA to Tulsa and Oklahoma City for the
development of air quality programs that will, hopefully, keep us off the
nonattainment list. We would rather get the $400,000 and have the freedom to
design our own program to meet our needs than receive the $4.2 million we
could be eligible for If we went into nonattainment.

The flexibility provisions of ISTEA have allowed these CMAQ funds to be used
for paying for free bus fare on Ozone Alert I days, producing a video and public
service announcements regarding our Ozone Alertl program, launching a
suburban transit program, expanding our transit operated van pool program, and
implementing a state-of-the-art computerized traffic signal coordination system in
downtown Tulsa.

We have taken our air quality initiatives one step further by becoming the first
EPA approved Flexible Attainment Region in the nation. This innovative
agreement is allowing us to tailor local air quality strategies, taking into account
the weather, driving habits, and the economy of the region in designing
programs to reduce air pollution. ODOT is a full working partner in this effort.
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ISTEA, in our area, works because all the stakeholders are supportive
and are willing to devote the time and effort to make it work and because of our
approach. Our central city, Tulsa, is treated as an important force in the process
and it is a key player in that process. The Policy Committee of the MPO is
composed of local governments, Indian tribes, the state DOT, and all
transportation modes -bike, pedestrian, transit, airport, port, rail, and trucking.
In fact, the bicycle/pedestrian representative currently serves as our Policy
Committee chair. By our decision-making process, the actions of our Policy
Committee in approving plans and programs such as the Transportation
Improvement Program (TIP) and the Long Range Transportation Plan, require
the endorsement of our COG Board of Directors. Our Board is composed
principally of local elected officials from member governments with
representation based on a one-person, one-vote principle. The City of Tulsa and
Tulsa County, because of their population size, have the largest number of
votes. We believe this check and balance system that is inherent in our
endorsement process provides an adequate safeguard to assure our central city
- Tulsa- that its interest will be considered fairly.

Another area where ISTEA has been effectively used in our metropolitan region
is enhancements. Enhancement funds have been targeted to projects identified
in our regional trail system plan. For example, a trail paralleling the Creek
Turnpike (an urban toll road) has just been completed and this project along with
other enhancement projects will provide for a continuous trail system connecting
three suburban cities with downtown Tulsa. It is my view, that without the ISTEA
set-aside for Enhancement projects, it is unlikely that transportation funds would
have been made available to this worthy project.

Turning to the issue of re-authorization, I want to first state, we believe there has
been and always will be a national interest in surface transportation related both
to national defense and economic competitiveness-international, interstate and
inter-regional. Saying that, we believe the Committee should build upon the
strengths inherent in the original ISTEA legislation - that promoting effective
partnerships among all stakeholders can improve the decision-making process
resulting in sound transportation investments that enjoy broad community
support. That recognizing financial constraints is necessary to
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maintain realism in the transportation planning and programming processes.
And that flexibility is desirable in encouraging the crafting of solutions to
metropolitan and state transportation problems. In building on th--se strengths
we recommend consideration of the following:

* Continuing and expanding the sub-allocation process, particularly to include
CMAQ and enhancement funds in addition to STP-Urbanized Area funds;

Restructuring the Congestion Mitigation Air Quality Program to allocate funds
to nonattainment areas for compliance programs and to attainment and
maintenance areas that develop emission reduction programs;

Continuing a set-aside for Enhancement projects, but more narrowly targeting
funds by requiring a more direct relationship to the transportation system and
simplifying program implementation;

• Allowing more flexibility in using federal funds for transit operating costs in
areas making a significant local investment in transit capital projects;

* Reducing the disparity between donor and donee states in highway and,
particularly, transit programs;

* Further increasing the flexibility to transfer funds among categories for a
variety of uses, and streamlining the flexing process; and'

* Streamlining the conformity requirements and process for non-attainment
areas.

In conclusion, Mr. Chairman, we believe that-ISTEA is working and working well
Our recommendations regarding re-authorization are intended to help build on
the key concepts of ISTEA and "fine tune' the process rather than to "re-invent"
it. The concept of collaboration and partnership crafted in the original ISTEA
legislation linked with the forced discipline of fiscal constraint is fundamentally
sound and, simply put, good public policy. It should be continued in future
federal surface transportation authorization legislation. And in fact ISTEA might
well serve as a model for other federal domestic programs.
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I appreciate being invited to participate in the Subcommittee's hearings. On
behalf of NARC and AMPO we look forward to working with the committee to
build on the success of ISTEA.

Thank you for the opportunity to testify today. I respectfully request that my
statement be made a part of the official hearing record, and I will be happy to
answer any questions you may have.
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Mr. Chairman and Members of the Committee, my name is Francis Slay, and I am the

President of the Board of Aldermen of the City of St. Louis. I am a member of the Board

of Directors of the East-West Gateway Coordinating Council. East-West Gateway is the

Metropolitan Planning Organization for the St. Louis Missouri-Illinois metropolitan area.

Along with the Mayor of St. Louis, who is now the Vice-Chair, I represent the City of St.

Louis on East-West Gateway's Board of Directors.

By way of background, the St. Louis area takes in seven counties plus the City of St.

Louis. Our jurisdiction lies both in Missouri and Illinois and in two federal regions as

well. The St. Louis metropolitan area includes 230 municipalities, all members of the

organization. East-West Gateway is a voluntary membership organization and

assessments are paid by the region's counties.

This fragmented, multi-jurisdictional environment is a real test for the cooperative

regional decision-making process envisioned in the ISTEA. I am here today to tell you

how we are making that process work and why informed and cooperative transportation

investment decisions are so important, to the City of St. Louis, the St. Louis region, to

metropolitan areas in general and to the nation.

My city of St. Louis makes up less than 20% of the population of the St. Louis region, yet

our downtown continues as the region's geographic and commercial center. The City of

St. Louis is home to the region's premier medical, educational and cultural institutions as

well. Like most major center cities, we are facing declining population and tax base

along with serious social and economic challenges. Much of our infrastructure is

obsolete.

Yet, our regional leadership recognizes the fundamental importance of the City of St.

Louis to the economic health of the entire region. Through the cooperative planning

process which is at the center of the ISTEA, we have been able to work through our MPO

to link regional transportation investments with our special infrastructure and economic

needs. The region's long range transportation plan for the first time places the highest

emphasis on preservation of existing transportation assets. The plan also created a new

investment focus area on access to opportunity for some of the economically distressed

population in our city. Through our participation in East-West Gateway, we have

recently restructured our relationship with the Missouri Highway and Transportation

Department, which is leading to a dramatic increase in the state's highway expenditures

(principally in preservation activities) in the City of St. Louis. More importantly, we and

the MHTD are working on a common agenda for transportation system investments in the

City of St. Louis which recognize the fundamental economic importance of the center

city in our region.

This process is bringing results for the City of St. Louis. Let me cite a few examples:
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0 Important new projects are moving ahead. The City of St. Louis includes one of
the very first links in the Interstate System, Interstate 70, completed in the late
1950's. Interstate 70 is now well past its design life and is very badly deteriorated.
As a direct result of the new working relationships and our new regional plan, this
critical highway will finally be rehabilitated over the next few years at a cost of
over $100 million. National Highway System connectors to major freight facilities
in the City of St. Louis will be improved through cooperative arrangements with
the state. Access to the City's planned multimodal transportation terminal will be
built by the MHTD. MHTD will also be building sorely needed freeway ramps to
our world-class Missouri Botanical Garden and Washington University Medical
Center.

* We are leveraging transportation investments in new and unique ways. The
Regional Jobs Initiative is an $8 million public-private effort, principally funded
by the Annie E. Casey Foundation, to forge connections to help businesses find
qualified employees, and spur job-creation and economic development efforts
throughout the region. The result will be family-supporting jobs for young-adult,
urban-core workers. Transportation is a key element in the connection of people
with jobs and it has been fully integrated into the planning process for this project.
This is the first time we are explicitly linking transportation investments to
targeted community-based job development.

* East-West Gateway's new "Bridges-to-Work" program brings together the
Missouri Department of Social Services, the Economic Council of St. Louis
County, the Bi-State Development Agency, the St. Louis Agency on Training and
Employment, the St. Louis County Office of Employment and Training and
Public/Private Ventures of Philadelphia. The project involves residents of low-
income communities, human service providers, job training and placement
professionals, and businesses in placing inner-city residents in suburban jobs
through the coordination of job placement, transportation, and support services.

None of these things would have happened prior to the ISTEA.

Much the same as we in the City of St. Louis have unique transportation needs, my
colleagues in the suburban and rural portions of our region have transportation problems
which must be addressed. *In two of our counties, for example, we identified safety as a
principal concern. In these counties motor vehicle crashes were the leading cause of
death and disability for those under the age of 35. Through the planning process we are
able to target specific highway investments to address safety problems. Missouri Route
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21 in Jefferson County, sometimes known as "blood alley," will finally be rebuilt. This

shift in focus came about because local officials were learning more about how the

transportation system works and because they were involved in the key decisions that

directed the flow of money. Three critical elements of the ISTEA allow this to happen:

flexibility in the use of funds, a stronger local voice in decisions, and full acceptance of

the broader economic and community goals of metropolitan transportation investments.

Dealing with congestion continues to be a principal concern of the planning process. The

majority of our transportation budget is devoted to relieving congestion. We now look at

those investments far differently than before, though. We consider the economic returns

on our investment in congestion relief with a more careful examination of the systemwide

and community impacts of these capital intensive projects. Through Major Investment

Studies we are weighing more alternative investment strategies and more meaningfully

involving the public in making decisions.

While the impact of the ISTEA on the City of St. Louis is important to me, it illustrates

some important principles which go beyond my jurisdiction. Transportation is more than

just connecting points on a map. It is about building stronger, self-sustaining

communities and regions. It is about building metropolitan transportation systems which

serve the economic goals of the nation's metropolitan areas. Seventy-seven per cent of

the nation's population lives in metropolitan areas and an even larger proportion of the

economy is centered in these economic units. There can be no better argument for

building metropolitan transportation systems that really work. Likewise, there is no

substitute for the cooperative decision-making process housed in Metropolitan Planning

Organizations like East-West Gateway. Where else can I as a local elected official work

and act together on the future of the St. Louis region with my counterparts from another

state and from suburban and rural jurisdictions? How else can decisions be made which

transcend a myriad of jurisdictional boundaries? Who else is better qualified to make

tough decisions than the elected officials whose constituents will be directly affected?

We know that the process is hardly perfect. In a financially constrained environment there

are natural tensions, some of which will be reflected in the testimony of my colleagues at

this hearing this morning. There are conflicts between the competing goals of expanding

capacity in the fast-growing suburbs and preserving existing assets in the center city.

There is tension in trying to satisfy economic and environmental goals. Competition

between modes is a constant. The institutional partners in the planning process often have

competing goals and a recurring desire to control decisions.

Our Board is now engaged in an often contentious process of deciding how our very
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successful MetroLink light rail transit system will be expanded. The Board met for over
five hours two weeks ago and sifted through the results of major investment studies and
other information. We resolved to reach this critical 21st century decision within the next
90 days. There is clear disagreement on priorities at the outset, but we all recognize that
we cannot make this decision without a better understanding of the impacts of our
decision on the entire transportation system, including its financing. Local elected
officials are weighing tradeoffs and making informed decisions with far better
information than we would have had before the ISTEA. The decision-making process is
cooperative and public.

It is only recently that we in St. Louis have resolved our longstanding disagreements with
the state of Missouri about our role in the decision-making process and the level of
investment in the region. Our recently concluded Memorandum of Understanding
(included as an attachment to this testimony) with the MHTD calls for a fully cooperative
planning process resulting in one regional transportation plan, adopted by the MPO. It
includes a provision for a negotiated suballocation of all federal funds to the St. Louis
region. As a result, the region's share of Missouri's federal funds has increased from less
than 29%, where it had been for more than a decade, to more than 38%. This agreement
would not have been concluded without the role in the decision-making process that local
officials acquired with the ISTEA.

Not everyone at the MPO table where investment decisions are made will be entirely
satisfied. The important lesson of the ISTEA, however, is that the natural tensions of the
transportation planning process in each metropolitan area cannot be resolved in
Washington D.C. They are best resolved at home and often only through the give-and-
take of the political process. But they can only be resolved if local officials are sitting at
the table where decisions are made and our vote really counts. MPOs play an important
role in the future of metropolitan regions and we at East-West Gateway urge you to
continue that important role as you write the successor legislation to ISTEA.

Thank you for the opportunity to testify today. I respectfully request that my statement
and attachments be made part of the official hearing record, and I will be happy to answer
any questions you may have.
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MEMORANDUM OF UNDERSTANDING BETWEEN
THE EAST-WEST GATEWAY COORDINATING COUNCIL

AND THE MISSOURI HIGHWAY AND TRANSPORTATION COMMISSION

THIS MEMORANDUM OF UNDERSTANDING is entered into by the Missouri
Highway and Transportation Commission (hereinafter, "Commission') an Lithe East-West
Gateway Coordinating Council (herei;nafter, "Council').

WITNESSETH:

WHEREAS, both parties recognize the need for staff and policy coordination
between the Council and the Commission in carrying out the responsibilities for which
each is charged; and

WHEREAS, the purpose of this Memorandum of Understanding (hereinafter,
•Understanding') is to create a working partnership to seek the solution to transportation
problems in the St. Louis Metropolitan Area; and

WHEREAS, this partnership will implement a cooperative regional transportation
planning process which will develop strategies, select project and program priorities and
allocate resources; and

WHEREAS, the provisions of this Understanding supersede the "Principles or'

Cooperation Between the Missouri Highway and Transportation Department (hereinafter,
'Department') and Metropolitan Planning Organizations in St. Louis and Kansas City,"
adopted in June 1993, insofar as such provisions relate to the St. Louis metropolitan
area; and

WHEREAS, it is understood that the Council, an organization of local
governments, is a regional comprehensive planning agency for the bi-state St. Louis
metropolitan area (including Franklin, Jefferson, St. Charles, and St. Louis Counties and
the City of St. Louis in Missouri and Madison, Monroe and St. Clair Counties in Illinois) as
designated by the federal departments of Housing and Urban Development,
Transportation and the Environmental Protection Agency. The Council is the designated
Metropolitan Planning Organization as described by 23 USC Sec. 134 and 49 USC App.
1607, responsible for transportation planning and programming in the metropolitan area;
and

WHEREAS, it is understood that the Department, governed by the Commission is
a state agency with broad responsibilities for building and operating a system of state'
highways and transportation facilities. The Department is the agency described in 23
USC Sec. 135, responsible for transportation planning and programming in the State of
Missouri; and

WHEREAS, this Understanding in no way diminishes the authority of either
agency as specified in state and federal law, nor does it supplant or alter the decision-
making structure within either agency; and
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WHEREAS, the purpose of this Unoerstanding is to coordinate work activities to
eliminate duplication, make more efficient use of limited planning resources and
empower a more cooperative planning process leading, to the extent possible, toward
achieving common goals and objectives; and

WHEREAS, all work activities covered by this Understanding will be described
and mutually approved as part of the Councirs Unified Planning Work Program
(hereinafter, "UPWP").

NOW, THEREFORE, the above-named organizations hereby enter into the
following working Understanding in order to more efficiently focus public resources to
plan better transportation improvements, having broader community support in a more
timely and cost-effective manner.

(1) TRANSPORTATION CORRIDOR INVESTMENT GROUP: In order to more
effectively plan for major capital projects in corridors designated in the region's long
range transportation plan, Transportation Redefined, a joint staff working group will be
formed. This working group, to the extent practical, will be located in a single office
space to improve efficiency and to create a more cooperative work environment. The
Transportation Corridor Investment Group (hereinafter, TCIG') will serve as project
managers for "Major Transportation Investment Analyses," (hereinafter, "MTIA") and
undertake or coordinate the following activities related to such studies:

A. Project Development, including scoping and problem definition.

B. Customer Outreach, including customer participation and
information.

C. Impact Estimation, including transportation, environmental, social
and economic impact analyses.

D. Financial Planning, including such analyses as necessary to
determine the availability of revenues to support transportation corridor investments.

E. Project Administration, including contract management, work plan
development and scheduling.

The TCIG will utilize, wherever possible, staff resources (augmented where
needed) at appropriate agencies to carry out specialized tasks like travel demand
estimation and public information services.

(2) TRANSPORTATION PROJECT PLANNING AND PROGRAMMING:

A. The Council will carry out a joint project planning and programming
process. This process will result in the Transportation Improvement Program
(hereinafter, TIP") and updates of Transportation Redefined for the Missouri portion of
the metropolitan area. The Council and the Commission wi utilize the planning
procedures and project programming criteria described in Transportation Redefined as
refined and modified by mutual agreement. All transportation protects and programs
regardless of mode or jurisdiction in Missouri will be planned and evaluated according to
these processes.
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B. The Commission will provide a three-year capital budget for federal
transportation funds and state funds by January of each year to assist in financial
planning for the TIP. Projects will be considered for programming only if they result from
a cooperative-planning process which conforms to the principles set forth in paragraph
three (3). Flexible funding, (i.e., federal funds derived from one modal or categorical
program under the ISTEA and shifted to another) will only be used if the project or
program sponsor fully participates in the cooperative planning process set forth herein
and conforms to the principles enumerated in paragraph three (3).

The Council and the Commission will cooperate in developing
technical resources to be utilized in the planning process including, but not limited to,
travel data, geographic information systems, transportation management systems, and
travel demand models.

(3) PLANNING PRINCIPLES: The Commission and the Council hereby agree
that the following general principles will guide the cooperative planning process:

A. The transportation system should contribute to regional desired
outcomes of mobility, economic growth, fiscal and environmental responsibility, social
and economic well-being, sustainability and safety.

B. The transportation customer is at the center of the decision-making
process. Hence, all plans will involve a high degree of customer participation and
information.

C. The performance of the multimodal transportation system wiNl be
maximized by basing decisions on community objectives and related system
performance measures.

D. All relevant transportation and non-transportation agencies must be
involved in the planning process.

E. Clearly and precisely defined problems are critical to the
development of appropriate and effective transportation solutions. Consistent, careful
evaluation of the full range of multimodal transportation alternatives will ensure choices
of optimum solutions to those problems.

(4) ADMINISTRATIVE COOPERATION:

A. The implementation of the cooperative planning process will require
the sharing or contribution of personnel and other resources. There will be mutual
agreement on the number, levels, qualifications, and responsibilities of staff assigned to
carry out the cooperative planning process.

B. Activities of the TCIG are part of the normal and customary
preliminary engineering phase of the project development process and will be funded as

part of that process. Appropriate interagency agreements and contracts will implement
cost-sharing arrangements for each MTIA. Each agency sponsoring an MTIA will be
responsible for the TCIG costs.related to the respective MTIA.

C. For other planning activities, each agency contributing staff will be
responsible for all salaries and benefits relating to such staff. Staff working on the
Council's premises will work under the general technical guidance of the Council's
Director of Transportation Planning and those working on the Commission's premises
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will likewise work under the general technical guidance of the Commission's Distric,
Engineer or assigned staff, provided that work activities have been mutually approved as
part of the UPWP. Nothing in this Understanding, however, is intended to alter or
compromise the relationship between either agency and its employees, including
compensation, existing reporting relationships, job requirements, administrative policies
and procedures and any other elements of that relationship. Decisions to assign
personnel to the cooperative planning effort will be made by mutual agreement between
the Council and the Commission.

(5) APPROVAL AND AMENDMENT OF THIS UNDERSTANDING: This
Understanding and any amendments thereto will be effective after approval by the
Commission and the Board of Directors of the Council. Either party may terminate the
Understanding by action of these same governing bodies.

IN WITNESS WHEREOF, the parties have entered into this Understanding on the

date last written below.

Executed by the Council this IL day of {W. 19A&.

Executed by the Commission this __ day of . ,.,....,19YJ.

MISSOURI HIGHWAY AND
TRANSPORTATION COMMISSION

Joe cNfs, Chief Engineer

Secretary to the Commission

Approved as to Form:

r6mmission Coun,.l '

EAST-WEST GATEWAY
COORDINATING COUNCIL

By

By-

Tale

To 2-

Approved as to Form:

Tftie~z1(d2&

J:\cWntrWc\p(\Qat~W~y
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BACKGROUND AND RECObmENDATIONS FOR THE ISTEA REAUTHORIZATION
Prepaed/or the SubcommiUtee on S ,fact Tranportion

Contact: Jeffrey L. Soule, AICP
Policy Director
1776 Massachusetts Ave, NW
Washington, DC 20036
202-872-0611 872-0643 fax

What APA represents

.The American Planning Association represents planners and the planning profession. With 30,000 members, it

is the largest and oldest organization in America that promotes the benefits of thinking clearly and creatively

about the way our communities will look and perform in the future. Planning is a discipline that brings

together a variety of skills that help people solve problems in the present, and avoid them in the future.

Planners work in the public and private sector on a variety of issues. They are adept at seeing the way differing

agendas can work together, such as transportation and environmental quality, farmland preservation and

downtown revitalization, coordinated human service delivery and neighborhood redevelopment, to name a few

examples. Planning does not replace expertise in specific disciplines like engineering, public administration and

architecture, but rather, it strives to make the environment for each decision and each discipline more suitable

and more effective. When a community has a vision for where it wanu to go, it can muster its resources in a

more intelligent and effective way. Planning is the fundamental requirement for avoiding waste and unfulfed

dream.

The Anrican Planning Assocation's efforts include both specific products and services for our members and

broader initiatives on behalf of the profession. Our outreach to other organizations includes policy

development, public information and government affairs. As a professional society, our aim is to help perform
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the same service to other civic and land-use oriented individuals as local planners provide to their community.

The American Planning Association's mission is to involve the diverse interests in our country in a joint effort

to make the future of our cities, towns and rural countryside successful, sustainable and attractive. Our

members and staff hope you will find the information and insight provided by our association and its members

helpful in the process of shaping surface transportation policy. We invite you to work with us and discover

more about both the practical and inspirational advantages of thinking about the future and using the time-

tested methods of planning to do so.

Planning is fundamental to transportation policy

Land use, quality of life, and transportation are intimately connected. Without the framework established for

Metropolitan Planning Organizations to provide for the orderly, coordinated approach to meeting the variety

of regional needs served by transportation systems, we would waste time, money and human resources. In

addition, and perhaps most importantly, citizens and organizations who depend on the public participation

process afforded through MPOs would have less say in the decisions that shape their communities. The

American Planning Association strongly supports the concept embodied in the original legislation of access to

the decision-making process by all affected groups. In addition, it strongly supports the multi-jurisdictional

approach to transportation planning. Transportation decisions have far reaching impacts that often ignore

municipal boundaries. The ISTEA approach encourages a broader, regional approach to planning that takes

these impacts into account in an organized, accessible manner. The MPO, in many ways, is the only forum for

such a regional perspective, and although it focuses on transportation, by virtue of its diverse membership, there

are many positive collaborations, projects and perspectives that occur as a significant positive result of the

transportation planning process.
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APA is working with the Federal Government on Community Livability

The American Planning Association has joined with the American Institute of Architects, the Institute of

Transportation Engineers, and the International Downtown Association under a contract sponsored by the

Federal Transit Administration to develop a guide to show how transit programs and projects can enhance

community livability. This project is one example of how our organization is supporting the implementation of

the vision established by ISTEA for using transportation to serve the needs of American communities according

to their own goals and objectives. This view suggests that transportation makes a better servant than a master,

and without the partnership of MPOs in the livability project, we would have no means of demonstrating how

these policies would actually translate into specific actions. Under this project, MPOs and others have received

grants to showcase ways they are involving citizens, leveraging private dollars, making true intermodal

connections happen, and providing safety and security for passengers to name a few of the many projects

underway. The American Planning Association supports the continued emphasis on partnerships, collaboration

and outreach embodied in the original legislation. We cannot return to a more narrow view of transportation

where decisions are made in isolation and facilities are planned without the involvement of those who will be

affected.

Additional Recommendations

1. Composition of MPO members

MPOs formed before 1990 should be re-certified according to current guidelines calling

for broad representation. Representation of community based organizations and local input is critical

to the success of the program. Knowledgeable local citizens and an informed body of elected

officials are key ingredients to successful, sustainable communities. ISTEA must do everything

possible to encourage this climate of decision-making.

3
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2. Rural Communities

Much of America is not included under the regional purview of an MPO, nor do all MPOs participate

under ISTEA due to the 200,000 population threshold. ISTEA should maintain provisions that

encourage and respect the different staffing capabilities, problems and resources of our rural

communities and should treat non-MPO and smaller MPO regions equally.

3. Local Government and Land Use

While we strongly support the regional approach to planning for transportation, we also recognize that

the powers of land use planning and regulation exist at the municipal level throughout most of

America. ISTEA should continue to strengthen the connection between transportation and land use

through its requirements for state and regional plans that are compatible across jurisdictions and

provide resources for planning and land use measures to local governments who are responsible for

carrying out the implications of state and metropolitan transportation plans.

4. State Transportation Plans

Reauthorization should maintain the strong support for statewide planning that sets the framework for

investments and the more-specific transportation improvement programs that serve to implement the

plans. The Linkage between the Clean Air Act Amendments of 1990 is maintained through the state

planning component and is a critical example of the broad, comprehensive view that transportation,

dean air and community livability are all connected and must be planned in concert.

5. Flexibility

The hallmark of ISTEA is that it is not overly prescriptive. As we have seen time and time again, if

you give communities broad basic goals, they will come up with innovative solutions unimagined by
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the policy makers. While certain broad objectives, such as citizen participation, equal access, regional

approach, and objective project selection must be maintained, the detils of how to achieve them should

be developed according to the vast diverse and creative body of community talent and professional

partners.

Measurable and sustainable

While we continue to support the framework versus prescriptive approach, we suggest that examples

and criteria for what constitutes an effective planning process be incorporated in the reauthorization.

Such measures include 1) whether organizations with a stake in the process have been involved, 2) if

the plan includes goals, actions and analysis of how each element will be accomplished, 3) incorporation

of the interactions between each planning element, 4) assessment of environmental, economic and social

impacts, 5) the extent to which the elements, impacts and actions have been publicly discussed and 6)

how well integrated the planning process is to the ongoing decision-making of the area. Planning must

be viewed as a process that requires constant review and adjustment, not a one-time exercise that

sits on a shelf.
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Mr. Chairman and Members of the Surface Transportation Subcommittee, my name is Stuart Stein. I

am the Chairman of the Tompkins County Board of Representatives, Tompkins County, New York. In

addition, I serve as the Chairman of the Ithaca-Tompkins County Transportation Council (ITCTC), the

designated Metropolitan Planning Organization (MPO) for the Ithaca, New York urbanized area. It is

an honor and a privilege to be invited to testify before you this morning. The perspective I will offer

today is that of a local elected official and participant in a small MPO.

The Ithaca-Tompkins County Transportation Council (ITCTC) was designated as the MPO for the Ithaca

area in September 1992. With an urbanized area population of 50,132 the ITCTC represents one of the

smallest metropolitan areas in the nation and is classified as a "non-TMA" (i.e., areas of less than

200,000 in population are generally not Transportation Management Areas).

Located in Upstate New York, Tompkins County (1994 population 96,309) contains nine towns, six

villages and is home to the City of Ithaca, one of the principal cities of the scenic Finger Lakes region.

The City of Ithaca, which is centrally located within Tompkins County is situated at the Southern end

of Lake Cayuga and serves as the activity hub for the County and indeed for a greater multi-county

region. The area is characterized by topography that is restricted and interrupted by the aftereffects of

the past glacial activity that created this Finger Lakes region. The climate of the area has wide

variations and is characterized by relatively short summers and long, cold and snowy winters. The

County is best known as an education center, as it is home to Cornell University, Ithaca College, and

Tompkins Cortland Community College. These institutions provide important sources of revenue,

employment, and social opportunity for the residents of Tompkins County as well as surrounding

counties.

Prior to ISTEA, the transportation planning efforts within the metropolitan area had been conducted

predominately by staff from the County, the City of Ithaca, and the New York State Department of

Transportation - each operating in relative isolation. These efforts were primarily focused on basic

highway and transit planning activities. Since the passage of ISTEA and the designation of the /TCTC,

this situation has been radically and positively transformed. By providing access to metropolitan

planning funds, we have been able to "upgrade" the planning process by augmenting prior endeavors

with professional, competent transportation planning staff. This is a particularly important benefit of

ISTMA which is provided to smaller communities such as ours.

Transformation is evident in a number of other ways. First, the character and content of

intergovernmental dialogue has changed. Under ISTEA, the MPO forum transcends traditional

jurisdictional boundaries to bring local participants together. The opportunity for personal interaction

afforded by the MPO forum to decision makers has greatly strengthened direct communications between

Page 1
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State Department of Transportation and local area governments through improved information exchange
and communication at all levels. We now work in a collaborative manner to identify solutions to issues
before they become problems. This new level of communication has clearly increased both the
efficiency and effectiveness of infrastructure investments in the area. By meeting face-to-face on a
regular basis, local leaders are provided with an opportunity to art culate and address local issues and
needs in a comprehensive and coordinated fashion. Through the involvement of a broad spectrum of
local participants, including various members of the public and interest groups, the metropolitan planning
process has made it much easier to establish local priorities and to bridge critical infrastructure gaps.

The MPO forum has also contributed intangible benefits. For example, the improved communication
and sense of being a part of a broader, metropolitan community has provided the impetus for
coordination and cooperation in areas other than transportation. Based on the model provided by the
ITCTC, local officials are collaborating on a number of intermunicipal issues - economic development,
watershed management, sewer and water services, land use planning, and public safety are just a few

recent examples.

The intermodal orientation and funding flexibility of ISTEA has served to broaden the scope of
transportation planning beyond traditional highway-oriented issues. ISTEA's fundamental recognition
that each metropolitan area is different and has its own set of unique needs is of vital importance to
smaller metropolitan areas. For example, while smaller areas may not face the extreme levels of
roadway congestion experienced in larger areas, many have other pressing infrastructure renewal issues.
The renewal of infrastructure, along with basic mobility and quality of life issues, are important factors
in the ability of smaller areas to be successful players in the economic development game. To this end,
since 1993 we have "flexed" approximately $1.23 million towards new transit investments. We have
also funded seven "Enhancement" projects, worth a total of approximately $2.6 million. These
enhancement projects, which incidentally garnered an average 30% non-federal match rate (20% is the
"minimum"), provide sources of community pride, improve the safety and livability of residents and
visitors, and amplify our region's ability to attract economic development.

While the benefits of ISTEA are just beginning to accrue in our community, the process has not been
without its challenges. As a new and small MPO, the ITCTC is faced with the reality of what is, at
times, an overly burdensome regulatory environment. The ITCTC has, out of necessity, considered the
ISTEA legislation's "sixteen planning factors" and the planning regulation's "eleven plan requirements"
more as "benchmarks" and "guidelines" than as programmatic requirements. This is not a blatant
disregard for the law, rather it is a reflection of the fact that many of these requirements simply are not
applicable to smaller areas or they may require technical and analytical capacities that art beyond the
resources of the agency. Thus, the ITCTC and many other non-TMA MPOs will be highly supportive

Page 2



1227

of efforts to streamline the regulatory environment. The proposal that MPOs be empowered to develop

locally-oriented "performance standards", based on clear statements of national policy, is a sound concept

that merits inclusion in a reauthorized ISTEA.

Other challenges have been produced by population-based differentials contained in the ISTEA le lislation

and its associated planning regulations. In some ways, the legislation and its regulations have produced

a "second-class" of MPOs by providing certain benefits to TMAs that are not granted to the smaller,

non-TMA MPOs. There are two specific areas where this differential is particularly troublesome.

First, non-TMA/small MPOs are very concerned by the fact that they do not receive a direct

suballocation of Surface Transportation Program (STP) funds, as are allotted to the TMAs. Given that

many of the successes of ISTEA are based on the partnerships that result from the sharing of decision-

making responsibilities, it seems logical to extend the concept of suballocations to the non-TMAs so that

they too can benefit from an enhanced "collaborative spirit". The concept of providing each state with

the authority and responsibility to adopt, in cooperp.tion with its MPOs, a formula for the distribution

of all metropolitan transportation revenues to MPOs merits consideration in the reauthorization process.

Second, "project selection" continues to be an area of sensitivity among the smaller MPOs. Under the

current ISTEA regulations, non-TMAs do not have the direct ability to "select" projects for

implementation. This responsibility belongs to the state and/or the transit operator, who are responsible

for selecting projects "in cooperation with the MPO". This is in direct contradiction to the role of the

larger, TMA areas which operate under a regulation that states that projects "shall be selected by the

MPO in consultation with the State and transit operator". While the distinction between the two may

seem minor, it is the perception that small MPOs are in some way less competent decision-makers that

makes this differential so difficult. This distinction between TMA's and non-TMA's should be

eliminated in the reauthorized ISTEA.

Take note that the issues above should not be construed in any way as requests for increased funding

for non-TMA areas. Rather, the issue here is the extension and enhancement of ISTEA's "heart and

soul" - the forging of meaningful partnerships and true collaboration - to all metropolitan areas.

regardless of size.

In conclusion, our experience with ISTEA has been profoundly positive. ISTEA has created an

extraordinarily helpful climate for transportation planning and decision-making. The ISTEA legislation

has urged, prodded, and at times coerced us, as local leaders and elected officials, to take a new view

of transportation and how it relates to our communities. This more holistic view is helping us to address

issues of community livability, economic development, as well as infrastructure renewal. The ISTEA

Page 3
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legislation has provided an excellent example of effective federalism by successfully bringing decision-
making processes to the local level where the needs and goals of the national, state, and local
transportation system can best be examined and addressed. I urge vou to consider the reauthorization
of the ISTA legislation with the "fine tuning" adjustments outlined today. Such adiustmnts to an
already successful and beneficial piece of legislation will be of invaluable assistance to small
metropolitan communities across this great nation of ours.

I thank you for your attention this morning and would be happy to answer any questions you may have.

Page 4
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Chairman Petri and Members of the Subcommittee on Surface Transportation,
thank you for the invitation to appear today. My name is William C. Wilkinson. I am
Executive Director of the Bicycle Federation of America.

It is my pleasure to testify this morning on behalf of the Surface Transportation
Policy Project, a non-profit coalition of over 175 organizations whose mission is to ensure
that transportation investments serve people and communities. STPP's members are
national and local public interest groups concerned with the environment, energy
conservation, the economy and social issues. They represent constituencies as diverse as
the elderly, historic preservationists, transportation workers, citizen groups and downtown
business interests -- and even bicyclists!

All members of STPP's coalition are united in the belief that balanced investment in
surface transportation can strengthen the economy, protect the environment, help improve
communities and meet important social goals.

I have been a member of STPP's Steering Committee since its inception in 1990.
Prior to my tenure at the Bicycle Federation, I was an environmental policy analyst in the
Office of the Secretary at the U.S. Department of Transportation. I am a planner by training
and certified by the American Institute of Certified Planners. I worked as a planner at the
local level in Northern Virginia. I chair STPP's Committee charged with examining the
planning factors and processes contained in the Intermodal Surface Transportation
Efficiency Act of 1991, known as ISTEA. The work of this committee will be incorporated
into STPP's platform on the reauthorization of ISTEA. My comments today reflect the
preliminary work of STPP's Committee on Planning. Our committee's work will be
concluded in September.

I respectfully request that the full text of my statement be submitted into the official
hearing record.

I would like to make six main points on the topic of metropolitan planning and a
few comments on the statewide planning process, which we have also been asked to
address:

I. The metropolitan focus in ISTEA must be maintained.

Twenty-five years ago Congress decided that an efficient transport system for our
nation's urban areas was absolutely critical for a strong economy and for national defense,
Metropolitan economies drive the nation and their transportation systems inherently cross
political boundaries. The metropolitan level is the right scale for our transportation system.
It is at the metropolitan scale that land use decisions, social concerns and economic issues
that affect cities and suburbs are played out. It is logical that ISTEA directs funds to regions
rather than to local governments. Our transportation systems are regional in a nature and
not limited to one jurisdiction within a region.

Over 65 percent of our population lives in metropolitan areas and travels on
metropolitan transportation systems each day. Incidentally, these users of the system pay a
lot of gas taxes into the Highways Trust Fund.
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Transportation decision making must be made at the metropolitan level. We
recognize that the state is one stakeholder, but, by no means, is the ultimate authority to
decide which transportation investments are made within the metropolitan region. There
are certainly other stakeholders -- citizens, environmentalists, historic preservationists,
locally-elected officials, and the business community- who must also be involved,
especially since collaborations of interests often cross political boundaries; it's a fact of
how the real world works.

We advise Congress in the next version of ISTEA to examine ways to make the
MPO certification process meaningful. We should include a review of the redesignation
threshold and the ability to award condition certification.

Many MPOs have risen the challenge of planning for effective transportation
systems at the regional level. Notable examples of successful MPOs include the Bay Area
in San Francisco, San Diego, Atlanta, and Dallas-Ft. Worth. There are successful
examples in smaller cities as well: Fargo, Ithaca, Albany, Portland (Oregon), Morehead,
and Columbus (Georgia).

2. Public Involvement in ISTEA, especially at the MPO level, needs to
be retained.

Public involvement is perhaps the most important at the MPO level because
transportation projects usually serve a metropolitan area, as opposed to a single town or
municipality. One objective of public involvement is to more fully invest the community in
the transportation system. We strongly recommend that the public involvement requirement
be maintained.

Public involvement is also a useful means to resolve controversies, move projects
forward, and aid agency staff in resolving problems for their elected officials.

All of us concerned with civic affairs must recognize the public's major lack of faith
in government. The public is aware that there are huge transportation needs. It will take
wholehearted support from the public to address these needs. Public agencies need the
public participation requirement. Meeting transportation needs should not be seen as a
contest of wills between competing public agencies with citizens in adversarial roles, as is
often the case. Public involvement can help to solve transportation problems sooner,
without litigation, if properly performed.

.3. The fiscal constraint requirement should be maintained:

This requirement simple says that transportation officials shouldn't adopt plans they
can't pay for. The fiscal constraint requirement is one of the most far-reaching aspects of
ISTEA and should be maintained, especially in this era of balanced budgeting. It is this
requirement that converted the ISTEA plans from a "wish list" into a reality.

It is our conclusion that the fiscal constraint requirement need not limit the ambition,
scope, and creativity of a community. A community may dream, but at a certain point, the
difficult decision of how to pay for projects must be broached. The fiscal constraint
provision should not preclude the development of a second-tier plan that is not financially
constrained as a means of providing vision and advocacy in support of long range
planning. This discipline is essential because it builds public confidence in what projects
and facilities taxpayers are going to get. Fiscal constraint requires that resources for
transportation must be identified "up front."
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4. The Major Investment Study (MIS) requirement should be included in
the ISTEA.

We particularly support the MIS provision since it calls for analysis of all feasible
alternatives to solving a transportation problem before the decision is made. The MIS
process can also assist the MPO in adopting a strategy to be implemented as part of its long
range plan. Since the MIS is usually used for large-scale, expensive projects, it makes
sense that MIS encourages the use of cost-effectiveness as one factor in evaluating different
alternatives. MIS's should explicitly include initial examination of how Intelligent
Transportation Systems are being proposed in the metropolitan area.

There are some other positive aspects of the MIS. In particular, it calls for proactive
involvement of the public early in the process. It also encourages interagency meetings
involving actors from the federal and state and MPO, along with the operators of other
modes of transportation; and, where appropriate, community development and housing
agencies. Our grassroots members appreciate that assessments of alternatives are
performed to the extent needed to answer community concerns; the goal here is to arrive at
a defensible locally preferred alternative.

5. The relationship between the long range plan and the Transportation
Improvement Programs (TIPs) should be maintained.

It is vital to the successful implementation of ISTEA how MPOs are performing
their long range planning function and how states are incorporating these plans into the
state long range plans.

The relationship between the long range planning function by MPOs and states
come together in the STIP. Some states are ignoring the intent of the discipline built into
ISTEA by incorporating projects into their long range plans and their the State
Transportation Improvement Programs (STIP).

6. Performance-based planning process needs to be added to ISTEA.

We believe that the planning factors provided by ISTEA can be better focused to
areas of national interest. Our overall concern is that planning be value-added. We have
heard from some of our members across the country that perhaps the planning factors are
not working as effectively as originally intended. We suggest that rather than a checklist,
we need a more consolidated list of performance measures, rather than planning factors,
that characterize desired outcomes of the transportation system.

I'd like to make four points concerning performance measures for ISTEA planning.
These are based on a speech by Hank Dittmar, Executive Director of STPP:

a. A methodology must be devised for measuring system performance that
focuses upon the needs of the user --not the facility -- and that allows for the evaluation of
external impacts of resource allocation decisions.

b. The performance criteria should be simple enough for a layperson to
understand, but be broad enough to relate to a multi-modal system.

c. They should examine system outputs rather than internal facility
characteristics, and perhaps, most importantly. they should be user-oriented. In assessing
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performance measures, the process should bring together technicians, decision makers
and citizens to evaluate alternative strategies in terms of community values.

d. The planning process will integrate performance and asset management
decisions. The planning process develops the overall goals, policies and objectives of the
multimodal system and uses the objectives to evaluate the performance data.

7. State planning process has succeeded; now all 50 sates have long
range transportation plans.

STPP supports the state planning process. States have come a long way in
developing fiscally responsible intermodal plans since ISTEA. Prior to ISTEA's passage,
few states had current long range plans. Now all fifty states have such plans. And all fifty
states have published balanced budget transportation improvement programs. None of this
would have happened without ISTEA.

STPP is considering asking that there should be more symmetry between the state
planning process and the MPO process. Unlike MPOs, no one approves the process used
by the state. We recognize that public involvement is difficult at the state level because of
the scale, especially in non-urban areas.

In conclusion, I'd like to reiterate our main point that the MPO level is absolutely
critical to the success of ISTEA and the national economy. It follows from this that
metropolitan planning must be maintained.

Thank you, Mr. Chairman, for the opportunity to present STPP's views to your

Subcommittee. I would be happy to answer any questions
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Good morning, Mr. Chairman and members of the Subcommittee. My name is Henry Wilson. I

am a Councilmember from the City of Hurst, Texas and C.hairman of the North Central Texas

Council of Governments' Regional Transportation Council, the Metropolitan Planning

Organization for the Dallas-Fort Worth area. We are responsible for regional transportation

planning and programming In a region of approximately 5,000 square miles. Our metropolitan

area includes nine counties and over 100 municipalities - eight of which exceed 100,000 in

population incuding our two central cities of Dallas and Fort Worth.

The Dallas-Fort Worth Metropolitan Area is a key economic, social, and political center in

Texas and in the U.S. The region is the state's leading regional economy, accounting for over

30 percent of the Texas gross regional product. We are home to the third largest

concentration of fortune 500 companies in the United States. More than 150 companies have

relocated their headquarters to this area since 1980. Employment has grown by 34 percent

between 1980 and 1990 and is projected to increase by 50 percent, to 3.5 million, by 2010.

The Dallas-Fort Worth region is also experiencing rapid population growth. The area grew by

30 percent during the 1980s, and Is projected to increase by 32 percent, to 5.4 million, by

2010. Our population today is 4.1 million, which is larger than 27 U.S. states.

Not only do we have a tremendous demand for increased transportation facilities as result of

this growth, but transportation facilities also play a critical role in providing jobs and economic

opportunity. The Dallas-Fort Worth International Airport is currently the second busiest airport

in the world and serves as a cornerstone to our regional economy. Other intermodal facilities,

serve as vital links between the rail, highway, and aviation modes and will continue tc, play a

critical role in moving goods more efficiently.
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The economic growth we are experiencing, however, is not without Its costs and challenges.

Growth in jobs and population has translated into greater demands for creased

transportation capacity. Over 100 million vehlclo miles of travel occur within our region each

weekday, resulting in 30 percent of the roadway system being congested during peak travel

periods and an estimated annual cost of congestion exceeding $2.8 billion. With a projected

transportation funding shortfall of over $9 billion by the year 2010, identifying future revenue to

meet our growing mobility needs is a huge challenge. Coupled with the anticipated financial

shortfall is the environmental challenge of air quality, a very real and present dilemma which

we are striving to overcome. Finally, as transportation issues and solutions become more

complex, the challenge of building consensus within a rapidly growing, large,. 'and diverse

region such as ours can be very difficult.

Local elected officials, acting together on behalf of our region, have been given an excellent

tool to address these challenges - and that tool is the Intermodal Surface Transportation

Efficiency Act of 1991, or ISTEA. We feel ISTEA has been the answer in our region. Through

ISTEA we are making great strides in programming transportation funds which best meet the

needs of our area, allowing us to address congestion, safety, and air quality problems. ISTEA

has enabled us to build regional consensus on future multimodal transportation investments

planned for our area, which will result in a more balanced, efficient, and effective regional

transportation system. In the time I have remaining before you today, I would like to highlight

some our experiences with ISTEA which we believe are benefiting our region.

The Congestion Mitigation and Air Quality Program in ISTEA, or CMAQ, has resulted in the

funding and implementation of key transportation improvements in the Dallas-Fort Worth area.
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With the passage of the Clean Air Act Amendments of 1990, we were designated as a

moderate nonattainmen, area for the pollutant ozone. The CMAQ program could not have

come soon enough for us, as a way to deal directly with both our congestion and air quality

problems. The Regional Transportation Council has actively taken on the responsibility of

selecting CMAQ projects, programming the funds, and working closely with local governments,

transportation authorities, and the Texas Department of Transportation to ensure that these

project are implemented.

Since 1993 we have programmed over $300 million of CMAQ funds in our region. Today over

$130 million of these projects have been constructed. Examples of CMAQ-funded projects in

our area include intersection improvements, signal system improvements, park-ahd-ride lots,

high occupancy vehicle lanes, vanpool and rideshare programs, freeway incident detection

and response systems, bicycle and pedestrian facilities, and the conversion of transit buses

and other public vehicles to alternative fuels. Over $30 million has been allocated to a

commuter rail project which is being built in one of our heaviest traveled freeway corridors. It

will provide commuter rail service to D/FW Airport and connect the Dallas and Fort Worth

Central Business Districts. In addition, these projects will improve the overall efficiency of the

transportation system by making operational improvements and reducing single occupant

vehicle travel.

The Surface Transportation Program, or STP, is a second ISTEA program in our region which

exemplifies the benefits which can be obtained by creating a partnership between local

governments, state, and federal agencies that results in transportation investments being

made where they are needed most. We continue to work in a successful partnership with the

Texas Department of Transportation to fund critical roadway improvements, such as new
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arterials and freeway bottlenecks, many of which had been needed for years but prior, to

ISTEA had little chance of being funded. Over $350 million of Surface Transportation Program

projects have been selected by the Regional Traiisportaton Council. We have successfully

implemented over $100 million of these projects since 1993.

ISTEA's requirement that transportation plans and programs be constrained to available

financial resources has dramatically changed the process for selecting and funding

transportation improvements in our region - we feel for the better. It has required that we

develop criteria for project selection such as cost effectiveness, air quality benefits, and social

mobility that represent the wide variety of interests and needs within our region. This has

ensured that federal funds are being spent on those projects which provide .the greatest

regional mobility benefits. While this has been a new challenge for the Regional

Transportation Council and has required tremendous staff and elected official commitment, it is

producing results and has been worth the effort.

The financial constraint requirements of ISTEA that impact the development and

implementation of the metropolitan transportation plan has also changed the way we plan in

our region - again, we feel for the better. It has forced us to recognize that funds in the future,

as they are today, are likely to be limited. We, as local elected officials working with our MPO

staff, local governments, and transportation agencies, must strive to identify those

transportation improvements and programs which provide greatest mobility. We must also

continue to educate our region on the challenges which we are facing as a rapidly growing

area with limited financial resources to maintain mobility and ultimately sustain economic

growth. Most importantly, however, the financial constraint requirements of ISTEA are
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requiring us to seek new partnerships and innovative strategies for the funding and

implementation of our regional transportation system.

In the Dallas Fort Worth region, toll road construction is such a strategy which has been

facilitated by ISTEA. Our regional transportation plan recommends that over $1 billion be

spent In constructing proposed freeways as toll roads. Through ISTEA's provision that toll

roads may be financed up to 50 percent with federal funds, we have successfully formed a

partnership with local governments, the Texas Department of Transportation, and the Texas

Turnpike Authority to facilitate roadway construction. The President George Bush Turnpike,

formerly State Highway 190, in the eastern portion of our region is the first of many projects we

are planning to build in this manner. Because of this funding partnership, this project has been

advanced more than ten years and will allow $500 million to be reprogrammed for other

needed projects. The financial constraint requirements of ISTEA are resulting in our finding

new and innovative ways to finance and operate the regional transportation system.

ISTEA has also provided several key mechanisms in the planning process for achieving

regional consensus on future transportation investments. The Major Investment Study process

is one such example, and this process is in full swing in the Dallas-Fort Worth area. We are in

the process of evaluating various rail, HOV, freeway, and congestion management strategies

at the corridor level. This planning process provides a means of building consensus by many

entities, including elected officials, technical staff, the business community, neighborhoods,

special interest groups and the general public in a very detailed planning process. Information

regarding the performance, costs, benefits, and impacts of various transportation alternatives

Is being generated and shared with the community so that informed choices can be made and

consensus may be achieved. Reaching consensus and support for the construction of major
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transportation projects is undoubtedly one of our greatest challenges as local elected officials.

ISTEA and the major investment study process is helping us accomplish this.

As I shared with you in my opening remarks, while we are extremely fortunate in the Dallas-

Fort Worth Metropolitan Area for the economic growth and prosperity we continue to

experience, it comes with many mobility and air quality challenges. I would like to emphasize

that from our perspective, ISTEA has been a tremendous tool in helping us meet these

challenges. It has allowed local elected officials acting on behalf of local governments through

the Metropolitan Planning Organization to play a key role in the planning and programming of

transportation improvements, thereby focusing the expenditure of federal funds on those

projects in our region which will have the greatest mobility and air quality benefits. Both the

CMAQ and STP programs are examples of the opportunity ISTEA has given us to build

regional consensus regarding the allocation of funds in our region.

ISTEA has brought home the reality of financial constraints, forcing us to be smarter about the

way we plan and allocate our resources, resulting in new partnerships and innovative

strategies to fund our mobility needs. ISTEA, as well, has provided mechanisms for building

regional consensus and opportunities for including the public in the transportation decision

making process. We recognize that the Intermodal Surface Transportation Efficiency Act has

set forth a tremendous responsibility on us to plan future transportation needs and allocate

funds in a way that best meet the mobility needs of our region. However, it is a responsibility

we welcome. The concepts of intermodalism, flexibility, cooperation, collaboration, and

consensus have been with us for a long time. ISTEA has served to reinforce these concepts

and provide a successful framework through the MPO process to see that they are cared out.
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We believe ISTEA has fulfilled its mission to Improve mobility and air quality and has also

served to form a solid foundation from whIcO future legislation can be developed. We stand

ready to work with you to achieve this objective. Ladies and Gentlemen, In our region ISTEA

works.

Mr. Chairman, this concludes my remarks. Thank you for the opportunity to speak before you

today. I will be happy to respond to the Subcommittee's questions, or in writing at a later date.
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ADDITIONS TO THE RECORD

Denver Regional Cour cil of Governments

2480 W 26th Avenue * Suite 2008
Denver Colorodo 80211-580
(303) 455-1000 * FAX (303) 480-6790
Accessble on RTD Route 28

A partnership of locol governments seeing the region since 1955

Augus 9, 199

The Honorable Thomas E. Petri
Chairman, House Subcommittee on Surface Transportation
U.S. House of Representatives
B-370A Raybum House Office Building
Washington, D.C. 20515-6261

Dear Representative Petrl:

14T

We have reviewed Commissioner Michael Cooke's July 30, 1995 testimony on behalf of
Douglas County before the House Subcommittee on Surface Transportation regarding
metropolitan planning organization (MPO) reform. We respectfully request this letter and the
attachment be mardA prat nf the s, nimitn hnariAg ra. rd. We would also bepliasedTo
enter a personal appearance before your subcommittee, if you so desire.

While the county is entitled to take its own position on such Issues, we are concerned with its
portrayal of the MPO transportation planning process before the subcommittee. We are
particularly concerned with the examples of the county's frustration with the current MPO
system. The presentation Is Incomplete and in some cases is factually Incorrect. Attached
you will find a detailed discussion and response to each of these examples. While there Is
always room for Improvement, the MPO decislonmaking process works well and represents a
coordinated, regional approach to determining transportation Investments In the Denver
metropolitan area as Intended under the Intermodal Surface Transportation Efficiency Act
(ISTEA).

As the Metropolitan Planning Organization (MPO) for the Denver region, the Denver Regional
Council of Governments (DRCOG) has the prime responsibility for developing the long-range
Regional Transportation Plan (RTP) and its short-range priorities through the Transportation
Improvement Program (TIP). It is important to note that the MPO, as structured at DRCOG,
brings together the key partners in transportation planning, ensures that the region's
transportation plans and projects are compatible with local land use decisions, and addresses
air quality Issues as prescribed In ISTEA. The process Includes policy representatives from
the Colorado Department of Transportation (CDOT), the Regional Transportation District
(RTD), and the DRCOG Board of Directors--local elected officials.

With all due respect, we simply do not agree with Douglas County's view of the MPO process
in our region. Rather than an "inadequate" process that "makes real local declslonmaking
illusory," the MPO process in the Denver region is driven by the projects Identified by local
governments, the Colorado Department of Transportation and the Regional Transportation
District. Moreover, it is local governments represented by elected officials on the DRCOG
Board of Directors, that make the decisions on the criteria for project evaluation and on the
projects to be Included in the TIP.
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Poond E CcAe CIhormjn
Betty J Ki4ef. VccrChu'rnon
Morgoret W Ccr enerv Stcfir Trt~ ir
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The Honorable Thomas E. Petri
August 9, 1996
Page 2

Douglas County's testimony states that under ISTEA, the MPO role has shifted from advisory
to "actual approval of specific federal transportation funding projects... taking that direct
authority away from local governmental entitles.' In fact, ISTEA marked a new era In
transportation planning-one that emphasized local discretion and control of investment
decisions. Prior to ISTEA, transportation project decisions were made soy by the states.
The signlficance of the MPO role is In providing a cooperative forum for local government
Interests, in partnership with state and other Interests, to determine and to act on the
transportation needs of the region. The MPO must consider these needs within a fiscally
constrained context. Thus, only the projects with the highest priority, and that collectively meet
air quality standards, are considered In the TIP.

Commissioner Cooke further states that the system Is not a democratic decslonmaklng
process and that change within DRCOG Is nearly imposstble." In fact, approval of the poliies
and criteria for TIP preparation as well as approval of the TIP itself is the responsiblIty of the
elected officials serving on the DRCOG Board of D!ectors. Moreover, the TIP process occurs
every two years to consider new "ities and changing trnsporttion conditions.

It must be noted, however, that pursuant to ISTEA requirements DRCOG has adopted a long-
range transportation plan that serves as a basis for TIP development Projects Identified in
the long-range plan are moved Into the TIP on the basis of specific, need-based criteria for
determining prortes. A key component of this process Is the willingness of project sponsors
to pursue projects. This wingness is expressed through project submitts In response to an
open solicitation at the start of theTIP development process. In response to this solliotation
for the 1997-2002 TIP, Douglas County did not submit any projects for consideration. During
solttUon for the 1995-2000 TIP, te county only submitted two enhancement project
proposals-both for tras. For te 1993-1995 TIP, the county also only submitted two
projects. Both of hese were selected and included In the TIP. See the attachment for a
dis ussion of these projects-Unooin Avenue and Hlghway 105. Without projects to
evalat DACOG has no beat for hicludin Douglaes County projec In the TIP.

Further, the county has noted tht It a pted to apply for National HIgway System (NHS)
funds for a project on Titan Road at SH-85 and was not aNowed to, due to DRCOG's
January 5, IN r'aedlne for project submittals. AM counties and municIpaltles, COOT and
RTD had the same submital deadline and those wish to have projects consdered met Ut
schedul. Evn I the project had been considered, as Is shown in the attachment N1 would
not have been *M f fede uing. Despite Douglas CW s faiue to subm projects
that areelgtble and In a imely fashion, sknce 1993 DRCOG has approved funding toting
$9,9,000 In Dougla County. submid by COOT and othe project sponsors. The draft
1997-2002 TIP includes $17,841,000 for p In the county representing 5.2 percent of
Walib state and federal fund&. The county's share of the region's population Is 4.8 Pet
DACOG received requests for ever $1 bilOf project fnig

The couny's testimony goes on to state that the DROOG "struture makes it parta
diffit for county gw ments because of the control of the municipaities." Policy ded&s
at DACOG am made by its fuN Board of Directors. Each county and municpalty normally
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The Honorable Thomas E. Petri
August 9. 1996
Page 3

exercises one vote. However, DRCOG has had the opportunity for weighted voting In its
bylaws for nearly 25 years. This provision was Included in DRCOG's bylaws for this very
reason--to ensure fairness and equity in the regional decistonmaking process.

As this letter and its attachment bear out, Douglas County has not been forthright nor accurate
In portraying the actions of the Denver MPO. Unfortunately they have not been forthcoming or
cooperative In working with the MPO and their colleagues at DRCOG. To blame the MPO for
their own failures seems disingenuous. Douglas County's remedy is in working with the MPO,
not In avoiding it.

Appropriately, MPOs nationally have been given large responsibilities to ensure that ISTEA
works as Congress intended. They have performed admirably and no less so in the Denver
metropolitan area. Diminishing the MPO(s role and breaking the areas that they serve will not
enhance the operation or perspective sought by ISTEA.

We understand that Commissioner Cooke Is disappointed In the results of the decislonrmaking
process for transportaton Investments In the Denver region as they have affected Douglas
County. However, the DRCOG Board of Directors has reaffirmed the process nd the
decisions t made. It Is unfortunate that Douglas County has sought to circumvent the process
because of the perception that the county's needs are rot being considered. Th3 MP
process considers the transportation requirements of the entire Denver region, Including
Douglas County, in its decislonmaking. It has proven to be a successful approach to planning
for the region's transportation needs.

Sincerely,

Chairman

Attachment

c: Representative Nick Joe Rahall II
Douglas County Commissioners
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RESPONSE TO ISSUES IDENTIFIED IN DOUGLAS COUNTY
TESTIMONY BEFORE THE U.S. HOUSE SUBCOMMITTEE

ON SURFACE TRANSPORTATION - July 30,1996

Uncoln Avenue - Page 5 of testimony

The statement is made that DRCOG denied funding for the Uncoln Avenue project because
we identified it as a "capacity enhancement" project. While Uncoln Avenue was a capacity
enhancement project, It was not denied funding for that reason. In 1993, Lincoln Avenue
existed as primarily a two-lane road from 1-25 on the west to Parker Road/SH-83 on the east,
with short sections of four lane in the vicinity of 1-25 and just west of Jordan Road. As mostly
a two-lane roadway, it provided two-lane capacity. By adding the additional two lanes, the
capacity would indeed be increased to that of a continuous four-lane highway. It should be
noted that this roadway parallels, at approximately one mile distance, the E-470 tollway, which
is a freeway providing two lanes in each direction. With both the four lanes on E-470 and the
two lanes on Lincoln Avenue, the near term capacity needs of the corridor were not an issue.
The project was originally selected for federal funding in the 1993-98 Transportation
Improvement Program (TIP). However, in order to find conformity between the TIP and the
State Implementation Plan (SIP) for Air Quality pursuant to section 176(c) of the Clean Air Act
as amended, it was necessary to constrain the TIP time period to 1993-95 such that the
transportation improvements which actually would be constructed within that timeframe could
show attainment of the SIP requirements in 1995. Consequently, capacity adding projects
which could not show that they had completed all environmental clearances, such that they
could be constructed by 1995, had to be excluded from the 1993-95 TIP. As Uncoln Avenue
had not completed required environmental clearances necessary for the use of federal funds,
it was unable to be constructed within that time period. Thus, in order for DRCOG, as the
Metropolitan Planning Organization (MPO), to respond to federal law and regulation--both
transportation and environmental--the Uncoln Avenue project ultimately could not be included
in the 1993-95 TIP. The project could have been included in the next TIP; however, the
county proceeded to complete the project using its own funds.

SH-105 - Page 5 of testimony

It is stated that "in 1993, the County applied for funding for a bicycle project that was originally
planned to add a shoulder to 22 miles of Highway 105 under the County's jurisdiction." It is
then alleged that "DRCOG unilaterally and drastically modified the scope of the project and
narrowed the project to a 2-3 mile section of roadway under the State's jurisdiction, not the
County's." And, as a result, the county rejected the project. This Is simply not the case.
The 1993-95 TIP allocated $445,000 for this project as requested by Douglas County. The
project boundaries as selected by the county were from the El Paso County line to Red Rock
Drive. This length contains a long segment of county road and a short segment of state
highway. The project description, as identified on page 29 of the adopted TIP, is exactly as
stated in the Douglas County application. Subsequent to the project's inclusion in the TIP, the
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Colorado Department of Transportation (CDOT) indicated that per federal regulation shoulders
could not be added to the road to accommodate bicyclists unless the entire roadway was
reconstructed to federal standards. The $445,000 requested by Douglas County was clearly
insufficient to fund construction to federal standards for 22 miles of roadway. In an attempt to
salvage the project, DRCOG did photolog it and, using this video, discussed the project with
CDOT Region 1 staff and Douglas County staff in the summer of 1993. Discussed were ways
to modify the project scope and reduce the project length to the most crtical sections to fit
within available funding. On September 28, 1993 a field inspection was conducted regarding
Douglas County's proposed shortened improvement from Sedalia to Wolfensberger Road with
state, county and DRCOG staff attending. At the meeting, CDOT Region 1, indicated that the
construction requested would cost about $2 million due to roadway drop offs, vertical curves
and a substandard bridge. Douglas County agreed to pursue an option involving adding four-
foot shoulders on either side of the road including planned bridge improvements. They would
pursue a roadway standard variance with the Federal Highway Administration (FHWA). As
the state was not prepared to provide the matching funds, the degree to which the county
would financially participate was a key determinate as to the project proceeding. The project
was deleted from the 1993-95 TIP at the request of Douglas County, the county stated
that the local match was unavailable.

SH-85 - Page 5 and 6 of testimony

It is alleged that DRCOG was "often an obstacle in Douglas County's efforts to have additional
mileage on Highway 85 added to the proposed National Highway System in 1995." It is true
that DRCOG's first reaction was that it was "not possible" to add to the NHS mileage. Until
Congress later saw fit to change the situation, it had established a specific mileage limitation
on the NHS. FHWA rules implementing the Congressional action had set specific NHS
roadway mileage quotas by state for roadways, both rural and urban. However, the principal
reason that SH-85 was not considered for NHS mileage was that it had not been functionally
classified as a principal arterial roadway. Only roads officially classified by CDOT as urban or
rural principal arterials or freeways were eligible for classification as NHS routes. Within rural
areas, the state evaluated principal arterial roadways for NHS designation on the basis of
interstate connections, connections between major urban areas, cross-state connections, and
vehicle miles of travel within a very limited federally prescribed amount of available rural
principal arterial mileage. With the exception of a two mile segment of SH-85 in Castle Rock,
SH-85 south of C-470 and SH-86 were classified as minor rural artenals and, consequently,
could not be evaluated under FHWA criteria for NHS designation. Within these constraints,
DRCOG's role was to simply provide advice to CDOT. The state concurred and did not
include SH-85. As a result, SH-85 was not considered for NHS designation. Once Congress
opened the door for additional mileage through the political process, irrespective of
designation criteria, DRCOG did support the addition of the SH-85 mileage to the system.
Our concern has always been that open and objective criteria be used to select roadways in
the region for whatever reason to assure fair and equitable treatment to all of DRCOG's
member jurisdictions and to avoid inappropriate political pressure within the Board.

Further, it is alleged that DRCOG is opposed to equitable highway funding as it thwarted the
county's attempt to apply for NHS funds for a dangerous intersection on Titan Road near
SH-85 as the "application deadline [for submittal of projects for the 1997-2002 TIP) was less
than 20 days after the FHWA had allocated funds to the State and a little over 35 days since
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the NHS had been enacted into law.- The fact that the NHS had just been enacted into law
has nothing to do with applying for funding to address a dangerous intersection on this
roadway. Indeed, the 1993-95 TIP contained a project to "address operational improvements"
along the entire stretch of SH-85 from C-470 to Castle Rock, which includes this intersection.
Further, as is clear in federal law, Congressional adoption of the NHS did not make any more
funds available than had previously been allocated to the states for th3 NHS. While the
recent NHS designation may have made this section of SH-85 eligible for NHS funds, this
project, had it been submitted on time, would have had to compete with other major projects
from throughout the region for extremely limited funds. Apparently, the state did not see the
SH-85/Titan Road project as of high priority. CDOT Region 1, which is the responsible
agency for this portion of SH-85, did not submit an application for funding the SH-85/Titan
Road project. Instead, the SH-85 project it did submit was for a demonstration project that
would allow the state to implement strategies to maintain improvement options until such time
as additional construction funding is available. Clearly, the application deadline for TIP project
submittals had nothing to do with submitting this project as improvements on SH-85 it could
have been funded with other funds besides NHS dollars. While the time available between
NHS adoption and TIP application deadline was short, the data to be submitted in the project
application is not overwhelming, especially if the project is of such high priority. It should be
noted that the DRCOG Board of Directors turned down late submittals of other projects with
compelling arguments for consideration because they believed that in order to assure
equitable funding opportunities, all applicants needed to abide by the rules so that the TIP
process was as fair as possible.

The timeliness of the submittal of the project, however, would not appear to be the issue at
hand. In April 1994, CDOT completed an environmental assessment (EA) of SH-85 from
C-470 to Castle Rock. This EA was adopted by the Federal Highway Administration in June
1994. The EA states that while widening of the intersection with Titan Road will be included in
the SH-85 widening project, "the expansion of Titan Road to a four-lane and the railroad grade
separation will be Douglas County's responsibility" (p. 15). Only SH-85 is on the National
Highway System and DRCOG's 2015 Interim Regional Transportation Plan. Titan Road is
not. Consequently, this portion of the project would appear not to be eligible for use of
federal funds even It it had been submitted on time.

1-25 - Pages 6 and 7 of testimony

It is alleged that DRCOG attempted to stand in the way of a widening of 1-25 by reallocating
the construction funding requested to another project outside of Douglas County without the
knowledge of CDOT, and recommended, instead, that $300,000 be allocated for the roadway
to be studied in 1999. Again, here are the facts. The original project application submitted
to DRCOG by CDOT Region 1 called for $300,000 to be allocated in year 3 (FY 1999) to
conduct a major investment study and the necessary environmental assessment, as required
by federal law and regulation. Such studies identify what needs to be done, how much it will
cost, and how to address environmental impacts. The application also showed $30 million for
design, right-of-way, and construction at some "future" date. In the first draft of the 1997-2002
TIP (which is yet to be adopted), staff included only the $300,000 in FY99 as it was uncertain
as to what "future" meant, and since CDOT had no idea of exact costs until the studies were
completed. On the basis of this draft, subsequent discussions were held with CDOT
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Region 1. The state then modified its submittal to show $7.5 million in the second three years
of the program (FY 2000 through FY 2002), but the remainder of the dollars ($22.5 million)
were to be needed sometime beyond 2002. Because the state still needs to complete the
necessary studies, it is still uncertain as to whether the $30 million is an appropriate estimate
for needed construction. It assumes that the $7.5 million can at least be used for upgrading
substandard interchanges in this area. We believe it is indeed prudent of an MPO to ask
questions with respect to large expenditures of dollars when the application Is not well
defined and when funding for the region Is constrained. Most emphatically, the
$30 million of design, right-of-way and construction proposed by the state was not
reallocated to any other roadway In the region. DRCOG's long-range plan calls for
widening of 1-25 in Douglas County and we are supportive of this project. DRCOG has been
working with the state and the adjacent MPO to expedite necessary studies to more
accurately define the south 1-25 corridor needs and costs and, hopefully, to expedite
necessary improvements.
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525 School St., S.W., Suite 4tO
Washington, D.C. 20024-2797 USA
Telehone: (202) 554-8050
Fax: (202) 863-5486

INSTITUTE Of TRANSPORTATION ENGINEERS

July 30, 1996

The Honorable Thomas Petri
Chairman
Committee on Infrastruture and Transportation
Subcommittee on Surface Transportation
B-370 Rayburn House Office Building
Washington, D.C. 20515

Dear Mr. Chairman:

Attached please find a copy of the Institute of Transportation Fngineers' (ITE) white paper on

transportation planning. I respectfully request that ITE's white paper be include as part of the

official record of your hearing on Metropolitan Planning being Laid today.

ITE is'a professional organiztion of some 11,500 transportation engineers and planners tha

work in both th public ad private sectors. lE's diversity of membership requires tha the

Institute's positions on issues represent a consensus of the brood coalition that is empowered by

ISTEA to plan, operate and maintain the nation's surface transportation system. As such, ITE's

recommendations relating to planning deserve the attention and consideration of your

Subcommittee as it prepares to reuthorize the nation's urfe transportation system.

ITE members and staff ae willing to answer any questions you or your staff might have on

Tls material and recommendations.

Thank you for the opportunity to submit this material for the record.

Sincerely,

Russell Houston
Government Relations Associate
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Institute of Transportation Engineers
Essential Federal Roles in Transportation Planning

The Institute of Transportation Engineers is made up of 14,000 transportation professionals in
over 70 countries. More than 11,500 practice their profession in the United States for federal,
state, regional and local government agencies, as well as consultants, industry and universities.
These transportation professionals are responsible for the safe, efficient and environmentally
compatible movement of people and goods on streets, highways and transit systems.

The Federal government has long recognized
that sound planning is necessary to support a
successful program of investment in the
nation's surface transportation systems. It has
backed up that recognition by specifying
funds from Federal Highway Administration
and Federal Transit Administration programs
for both metropolitan and statewide
transportation planning.

The Intermodal Surface Transportation
Efficiency Act of 1991 broadened the roles
and responsibilities of both metropolitan and
statewide planning. This augmentation was
coupled to a new flexibility in the use of
federal surface transportation funds across
modes, which for the first time permitted
local and state decision makers to more
accurately target those funds at the needs of
each metropolitan and state transportation
system. Congress understood that in order to
use that flexibility wisely, states and
metropolitan planning organizations (MPOs)
had to become investment managers,
developing both long range plans to spell out
their broad priorities, and current investment
portfolios or transportation improvement
programs to implement those priorities.

ISTEA, both in statutory language and
implementing regulation, spelled out many
requirements for both MPO and statewide
planning processes. Updated long range
transportation plans were to be produced.
These plans had to address a number of
specific factors. Statewide plans must
consider the needs of the State transportation

system as well as both metropolitan and rural
needs, reduce or prevent traffic congestion,
enhance commercial vehicle movements
including international border crossing and
access to intermodal facilities, support
pedestrian and bicycle modes, and consider
the overall social, economic, energy, and
environmental effects of the plan. MPO plans
must address many of the same factors,
including preservation and management of
existing facilities, enhancing the use of public
transportation, and coordination with regional
land use and development plans. When the
Plan indicates the need for major investments
in a corridor, a Major Investment Study must
be conducted to ensure that all appropriate
modal solutions are considered.

Congress created the Bureau of
Transportation Statistics to provide reliable
national planning level data. This data is
invaluable in supplementing local
information, so that transportation planners
can properly address national and regional
needs.

Transportation Improvement Programs
(TIPs) follow the long range plan, again at
both the metropolitan and statewide level.
These 3 to 5 year programs of federally
funded projects were required to be a priority
list of projects constrained by reasonably
available financial resources. A rigorous
method of selecting projects must be in place
to ensure the level playing field among
modes and jurisdictions.

Federal Role in Transportation Planning page I
Federal Role in Transportation Planning page



1251

Decision making by the MPO must be a
cooperative effort of state and local
government representatives. It must include
substantial outreach to stakeholders and the
general public to ensure that investment
decisions are broadly reflective of the
community's priorities.

What Has Occurred

In general, the transportation planning
community has risen to the bold challenge of
ISTEA with innovation, collaboration,
consensus, and vision. Transportation plans
have proven to be thoughtful examinations of
local, regional, and statewide priorities and
goals, with connections being made to land
use and economic activity. The links ges
between modes has been exami;cd, with
many MPOs looking at freight movements
for the first time, and at .he mobility and
safety needs of pedestrians and bicyclists.
While the record is not p-rfect, there are

many instances of shifts to more balanced
investment programs.

The success of MPOs in implementing truly
cooperative decision making has been
variable as well. In some areas, state and
local officials and transit operators participate
in an open collaborative process to reach

consensus on plans and programs. Other
MPOs are still dealing with how to involve
stakeholders and/or how to create the
appropriate framework for involving state or
local representatives.

Bringing the public into the process has also
been sometimes difficult. Many states and
MPOs have recognized that traditional
techniques are not always successful, and
have developed innovative methods to
engage the public in plan development and

priority setting. Others have satisfied the
letter of law and regulation, if not the spirit.

The Regulatory Burden

Statewide and metropolitan planning
regulations are often viewed as overly
prescriptive, focusing entirely on process
while forgetting about product. Yet it is the
product that is important. Whether it is a
Transportation Plan, a Major Investment
Study, or a Transportation Improvement
Program, end-result performance is what the
public properly looks at. Do the Plan
priorities truly reflect national, state, and
regional goals for the transportation system
and the economy? Does the TIP protect the
investment in the region's transportation
infrastructure and reflect the Plan's priority
objectives? Has the public been genuinely
engaged in these conversations?

Moreover, FHWA lapses the UPWPs
annually, rather than allowing major planning
projects, such as MIS projects and Statewide
planning to be obligated in total, regardless
Df multiple years of execution. This
procedure also creates duplicative paperwork
and complicates sub-grant and contract
agreements.

Staff resources at both State Departments of
Transportation and MPOs have been strained
by the need to comply with process-oriented
regulation. In many smaller MPOs, more
time is spent on program administration than
on technical planning studies. Nationally,
there is substantial technical expertise being
wasted on regulatory compliance.

ISTEA should not be judged on how its
programs have been carried out, but on
whether the products that have been
produced have contributed to a national
transportation system that is safe,
economically efficient, and environmentally
sound.

Federal Role in Transportation Planning page ~
Federal Role in Transportation Planning page 2
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ITE Recommendations

In developing ISTEA 2, Congress should:

• Restate the value of planning in
managing the investment of public
resources in our national, state, and
regional transportation systems.

-Support these planning efforts by
continuing FHWA and FTA statewide and
metropolitan planning funds.

• Continue the condition that MPO
decision making be a collaborative process
involving state and local government
representatives, with genuine involvement
of stakeholders and the general public.

-Replace prescriptive process
requirements with end-result performance
criteria

- Continue to require the following
planning elements:

-Statewide and Metropolitan
Transportation Plans, to be kept
current through periodic updates
-Statewide and Metropolitan
Transportation Improvement
Programs, to be updated at least
every two years
- Major Investment Studies as
determined by the State and MPO

• US DOT should continue its efforts to
develop integrated system performance
measures that can be tracked, evaluated,
and reported over time; states and MPOs
should be provided flexibility in
determining how best to meet these
measures.

- The Bureau of Transportation Statistics
should continue to be supported

In conclusion, ISTEA significantly enhanced the role of local governments in the transportation
planning process. The metropolitan planning organization is responsible for developing, in
cooperation with the state and affected transit operators, a long-range transportation plan and a
transportation improvement program (TIP) for the area. This system has been successful, and
MPOs should continue their role in planning and project selection.

Federal Role in Transportation Planning page 2
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