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LONG-TERM FINANCING OPTIONS FOR THE
HIGHWAY TRUST FUND INCLUDING MEMBER
PROPOSALS

THURSDAY, JULY 23, 2009

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON SELECT REVENUE MEASURES,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:00 a.m., in
Room 1100, Longworth House Office Building, the Hon. Richard E.
Neal [chairman of the subcommittee] presiding.

[The advisory of the hearing follows:]

o))



ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

Neal Announces Hearing on Long-Term Financing
Options For the Highway Trust Fund, including
Member Proposals

July 16, 2009
By (202) 225-5522

House Ways and Means Select Revenue Measures Subcommittee Chairman Rich-
ard E. Neal (D-MA) announced today that the Subcommittee on Select Revenue
Measures will hold a hearing on possible long-term measures to finance the High-
way Trust Fund, including specific Member proposals that have been introduced in
the 111th Congress. 2The hearing will take place on Thursday, July 23, 2009, in the
main Committee hearing room, 1100 Longworth House Office Building, beginning
at 10:00 a.m.

Oral testimony at this hearing will be limited to Members of the House of Rep-
resentatives and other invited witnesses. However, any individual or organization
not scheduled for an oral appearance may submit a written statement for consider-
ation by the Committee and for inclusion in the printed record of the hearing.

FOCUS OF THE HEARING:

The hearing provides Members the opportunity to speak on behalf of specific pro-
posals they have introduced that would affect the long-term funding for the High-
way Trust Fund. Following the Members’ testimony, invited witnesses will comment
on those and other proposals.

BACKGROUND:

The current authorization of surface transportation programs expires on Sep-
tember 30, 2009. Federal highway and transit expenditures are derived from the
Highway Trust Fund. The Highway Trust Fund was established in the Highway
Revenue Act of 1956 (P.L. 84-627) to meet certain financial obligations incurred for
the construction of the interstate highway system and other federally financed high-
ways, and was codified in Section 9503 of the Internal Revenue Code by the High-
way Revenue Act of 1982 (P.L. 97-424). The Trust Fund was designed to be a self-
financing mechanism using new and existing highway user taxes.

Recently, the balance of the Highway Trust Fund has fallen dramatically. Last
year, $8 billion was transferred from the general fund of the U.S. Treasury to the
Highway Account. In order to guarantee long-term stability for surface transpor-
tation programs, any long-term reauthorization must also include a stable source of
revenue to support program funding.

In announcing the hearing, Chairman Neal stated, “An efficient and functional
transportation network is crucial to maintaining the livelihood of the
American people and the growth of the American economy. This hearing
will address options before the Congress to provide the necessary long-
term funding for investment in an economically sound and environ-
mentally responsible way.”

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear-
ing record must follow the appropriate link on the hearing page of the Committee
website and complete the informational forms. From the Committee homepage,
http://democrats.waysandmeans.house.gov, select “Committee Hearings.”Select the
hearing for which you would like to submit, and click on the link entitled, “Click
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here to provide a submission for the record.” Once you have followed the online in-
structions, complete all informational forms and click “submit” on the final page.
ATTACH your submission as a Word or WordPerfect document, in compliance with
the formatting requirements listed below, by close of business Thursday, August
6, 2009. Finally, please note that due to the change in House mail policy, the U.S.
Capitol Police will refuse sealed-package deliveries to all House Office Buildings.
For questions, or if you encounter technical problems, please call (202) 225-1721.

FORMATTING REQUIREMENTS:

The Committee relies on electronic submissions for printing the official hearing record. As al-
ways, submissions will be included in the record according to the discretion of the Committee.
The Committee will not alter the content of your submission, but we reserve the right to format
it according to our guidelines. Any submission provided to the Committee by a witness, any sup-
plementary materials submitted for the printed record, and any written comments in response
to a request for written comments must conform to the guidelines listed below. Any submission
or supplementary item not in compliance with these guidelines will not be printed, but will be
maintained in the Committee files for review and use by the Committee.

1. All submissions and supplementary materials must be provided in Word or WordPerfect
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub-
mitters are advised that the Committee relies on electronic submissions for printing the official
hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. All submissions must include a list of all clients, persons, and/or organizations on whose
behalf the witness appears. A supplemental sheet must accompany each submission listing the
name, company, address, telephone, and fax numbers of each witness.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—225-1721 or 202-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

Note: All Committee advisories and news releases are available on the World
Wide Web at http://democrats.waysandmeans.house.gov.

Chairman NEAL. Let me call this hearing to order. And I would
encourage our witnesses to take their seats. Let me welcome all to
this hearing by the Select Revenue Measures Subcommittee to ex-
plore options for financing our long-term transportation infrastruc-
ture needs.

We are fortunate today to be joined by the bipartisan leadership
of the House Transportation and Infrastructure Committee who
come here this morning united in their message for a 6 year reau-
thorization bill. This committee has responsibility over the reve-
nues generated to support any authorization. And many of our wit-
nesses today will tell us that current revenues will not be sufficient
to cover the cost of maintaining and improving our transportation
infrastructure.

As we heard in our last subcommittee hearing a month ago fo-
cusing on the needs of the system, all 50 states need substantial
revenue simply to maintain the current state of infrastructure, and
certainly more to improve it.

Scottish Poet Robert Louis Stevenson said, “I travel, not to go
anywhere, but to go. I travel for travel’s sake. The great affair is
to move.” For me, Americans traveling for travel’s sake no longer
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carries the same joy it once had. The current state of our infra-
structure, increasing congestion, and safety concerns are major rea-
sons why. Whether it is the family cross-country road trip or a
business visit across state, Congress must ensure that the infra-
structure that delivers these travelers is safe, efficient and modern.

Let me now recognize Mr. Tiberi for his opening statement.

Mr. TIBERI. Thank you, Mr. Chairman. As we have heard from
witnesses at last month’s transportation hearing held by this sub-
committee and the Oversight Subcommittee, the demand for addi-
tional highway spending continues to grow. At the same time, con-
cerns have been raised about the viability of the current Highway
Trust Fund financing structure, as well as the fairness of the cur-
rent structure. The Congressional Budget Office projects that sim-
ply extending the current Highway Trust Fund revenue and spend-
ing levels would result in a total shortfall of more than $70 billion
over the fiscal year period of 2010 to 2015.

As we are all aware, however, many reauthorization plans pro-
pose spending much, much more than the current level. Today, we
will have an opportunity to hear about various proposals to pay for
the new spending. We look forward to hearing today from our col-
leagues in the House, from stakeholders in our communities and
from the Administration, which has proposed a more limited reau-
thorization and has already ruled out an increase in the gas tax.

I know, Mr. Chairman, that the topic of this hearing is long-term
financing options, but I think it is important to emphasize, as I did
at last month’s hearing, the near-term shortfall in the Trust Fund
that is staring us in the face. It is my understanding that there
will be a shortfall of more $3 billion, perhaps as much as $7 billion,
between now and the end of September. Based upon what I am
reading in the papers, it sounds like this hole may be plugged by
another transfer from the general fund of the Treasury, which is
currently more than $1 trillion in the red for this fiscal year.

I would like to make a couple of observations. The shortfall is not
a surprise. We have known about it for months. And even now with
the deadline looming, I am not confident that we have a true pic-
ture of how much funding will be required to keep the Trust Fund
in operation through the end of September, given the conflicting es-
timates that I have read over the last couple of days.

I hope today’s hearing will shed additional light on how the Ma-
jority plans to address the looming shortfall because this near-term
issue needs to be more closely examined, and time is obviously run-
ning out.

Thank you, Mr. Chairman. I yield back.

Chairman NEAL. Thank you, Mr. Tiberi. And you should know
that the Majority side here is very interested in getting the Minor-
ity side fully involved in how we finance the short-term needs.

Mr. TIBERI. Thank you.

Chairman NEAL. We are very fortunate this morning to have a
panel of experts from Congress and around the country to share
their thoughts on our transportation needs. We look forward to
their testimony here today, and we thank you for your participa-
tion. Without objection, any other Members wishing to insert state-
ments as part of the record may do so. All written statements, writ-
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ten or proposed by the witnesses, will be inserted into the record
as well.

Chairman NEAL. I do not think there is anybody that I have
ever met that knows more about transportation or has a longer in-
stitutional memory than our first witness, Chairman Oberstar. And
I would recognize Chairman Oberstar for his statement.

STATEMENT OF THE HONORABLE JAMES L. OBERSTAR, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MIN-
NESOTA

Mr. OBERSTAR. Thank you very much, Mr. Chairman. And I
thank all the members on both sides of the aisle for their participa-
tion, most of whom I have known for a great many years. And I
was very touched by your opening quote of Robert Louis Stevenson
who also wrote: “The greatest adventures in life are those we do
not go forth to seek.” I think you could tie that to transportation,
because transportation is an adventure. Everyday we go out on the
roadways of America, as I did this morning, I could have driven
from my hometown of Chisholm to Duluth, 90 miles in the time it
took me to go 17 miles in Washington traffic this morning. That
is an adventure none of us want to go forth to seek.

We have been working for two and a half years on the future of
transportation, holding hearings on the operation and effectiveness
of the existing Surface Transportation Act. Mr. DeFazio chairs that
subcommittee. Mr. Duncan has been his partner on the Republican
side. We've had over 100 hours of hearings, with over 200 witness,
including testimony from all participants and players. We have
thoroughly reviewed the issues, evaluated the reports of the two
national commissions, the National Transportation Policy and Rev-
enue Study Commission and the National Transportation Finance
Commission. Both of which highlighted the shortfalls of investment
that is needed to bring our system up to a state of good repair and
to advance that system to a state of higher level of efficiency.

Out of all those ideas and testimony, I distilled a proposal which
is on the screen, and I hope on the desks in front of you. The col-
umn on the left simply recites the evolution of the Highway Trust
Fund from 50/50 revenues, 50 federal out of general revenues, 50
state out of state funding, until the Interstate Highway System in
1956 and the establishment of the Highway Trust Fund. And we
had the gas tax that funded the Interstate Highway System, gave
us the greatest mobility of any country in the world, expanded our
gross domestic product from $345 billion in 1956 to roughly $13
trillion that we have today, largely because of that mobility created
by the Interstate Highway System.

It was this Committee on Ways and Means that provided the fi-
nancing, three cents fuel tax or “user fee” it was called on gasoline
then was 30 cents a gallon. President Eisenhower signed the bill
in September. Construction began in September of 1956 but in Feb-
ruary of 1957, the Bureau of Public Roads said three cents is not
going to be enough, we need another penny. That one cent was re-
ported out of this Committee, brought to the House floor and
passed on a voice vote. You cannot pass a prayer on a voice vote
today in this body or the other body, but there were Members of
Congress who stood on the brink of history, and looked forward to
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the future, and said we are going to be investing in a program, we
are going to be taxing ourselves for a transportation system that
we may not even use in our lifetime, and some of them did not.
They invested in the future. And they did the right thing, they laid
the foundations. Now, that Trust Fund and the system of surface
transportation funding at the federal level is in need of serious
overhaul.

So, our bill, 775 pages, incorporates these principles that are in
the schematic I laid out: Restructure the Department of Transpor-
tation, create a Council on Intermodalism and an under secretary
for intermodalism, and require all the modal administrations in
DOT to meet with each other. They have not done that in 40 years.
I was also on the committee staff when we created the Department
of Transportation in 1966. I have watched it over all these years.
Those modal administrators have not done as much as what you
are doing on this committee, sitting at the same table and talk
with each other, in 43 years. It is time to fix that.

We will require them to establish a national strategic plan, over-
see the Mega Projects Program, meet at least monthly, and bring
into that circle the Corps of Engineers and the U.S. Coast Guard
and Amtrak, which does not appear to be on this schematic. And
then we are going to take the 108 categories of funding and con-
dense those down into four major formula programs and simplify
the process, eliminate 75 categories, and give states greater flexi-
bility. It will establish a national program and require states to de-
velop 6 year national strategic investment plans with annual
benchmarks of reporting so that the public knows both in those
states and nationally where their transportation dollars are going,
how they are being used, and whether progress is being made to-
ward the goals that the states are setting.

We will have the critical asset investment category, which was
cited time and again, especially in the two national reports, as the
most critical need. It will bring our Surface Transportation Sys-
tems up to a state of good repair, by fixing the bridge decking, the
highways that we drive on, the potholes, and make the system
work. It is not working now. And we are going to provide the fund-
ing and the structure for highway safety improvement, the surface
transportation program, congestion mitigation and air quality im-
provement. Our plan includes a major emphasis on rural roads and
a freight improvement formula. And on the second page, we will
have—I do not know how you get to the second page, there you go.
My staff wants me to learn the computer. I tell them, “If I learn
it, then who needs you?”

[Laughter.]

Mr. OBERSTAR. So we move from a highly prescriptive program
to a performance and outcomes-based surface transportation pro-
gram in which there is a true partnership between the Federal
Government and the states. And we restructure the Federal High-
way Administration, create an Office of Expedited Project Delivery.
It is intolerable that it takes 3 years to do a simple mill and over-
lay grind on the road surface that we now have and put it back
in place. It is intolerable it takes 14 years for a transit project from
idea to rider-ship, we can condense that from 14 years to, as we
have structured it, to actually 3 years.
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And then we are going to deal with the major metropolitan areas
of this country where 80 percent of the congestion is situated and
create Metropolitan Mobility Centers and give them a wide range
of private and public sector tools to deal with their revenue needs
and to address the congestion, and again develop 6 year investment
plans with annual benchmarks of achievement and annual account-
ability and reporting.

You cannot ask people to continue paying for a system that is not
working. We are re-creating transportation and providing a system
that will work more efficiently, address the needs of this country,
and move our people and goods in our society more effectively.

Unfortunately, the current Administration is not ready to move
with a new idea, but we are. And we are not waiting for them. We
do not have time for an 18 month head start program on transpor-
te;ltiorci for the folks over at the White House, so we are moving
ahead.

Unfortunately, in the Highway Trust Fund, revenues have not
kept up with needs. We should have indexed the highway user fee
a long time ago, but that got lost in the process.

So we have two needs, we need an infusion to various points
raised. We need an infusion to carry the program under current
law through the end of this fiscal year, not an extension of law.
The law stays in place. Before the August recess, this Committee
has a responsibility to provide $3 billion intra-governmental trans-
fer to the Highway Trust Fund, as was done last year. It was $8
billion. Carry us through the end of the fiscal year. And in the
month of September, we can enact our larger program. With your
participation, we can then address the long-term financing needs.

The total shortfall by October 2nd will be $1.9 billion. We sug-
gest a $3 billion transfer to cover that $1.8 billion and whatever
re-estimate may result in August by the Office of Management and
Budget and the Federal Highway Administration. They make a
monthly adjustment of their numbers, and that number could go
up or could go down, but we need a little a bit of cushion in there.
We do not need $20 billion or $27 billion to carry us through the
end of the fiscal year. And the $3 billion is simply a portion of what
the Trust Fund is owed for not receiving interest from the Treasury
on gas tax revenues deposited in the Treasury over the last 12
years for the use of Highway Trust Fund revenues for disaster re-
lief. When that money should have come out of general revenues,
it was taken out of the Trust Fund over the past year, $6.8 billion,
and other lost revenue over these years.

There are a number of revenue options that Mr. Mica, Mr.
DeFazio and other members of your witness panel today will dis-
cuss, long-term financing options that can generate over $250 bil-
lion. What we need is $144 billion long term to bridge the gap be-
tween current services of current law and the $450 billion figure
of our surface transportation program out over the next 6 years.
We need a 6 year bill, not an 18 month bill. States need continuity,
dependability.

Contractors need to know that when they start a project, the
funds will be there at the end of it and not have to have a stop/
start the process. That has been the genius of the Highway Trust
Fund, a dependable revenue stream, and that is what we are ask-
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ing you. There are a whole series of proposals about issuing long-
term Treasury bonds to finance increased funding. Mr. DeFazio has
an interesting proposal on the transaction tax, on speculative trad-
ing of crude oil futures. Mr. Mica and I have talked about a num-
ber of his ideas engaging private sector financing. All of those ideas
are welcome. We will take any dollar you can scare up for us for
the Trust Fund. And Mr. Calvert also will come to you with a very
interesting proposal for intermodal development at port from a con-
tainer type of fee.

Thank you very much, Mr. Chairman.

[The prepared statement of Mr. Oberstar follows:]
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"THE HONORABLE JAMES L. OBERSTAR
CHAIRMAN, COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
STATEMENT BEFORE THE SUBCOMMITTEE ON SELECT REVENUE MEASURES
COMMITTEE ON WAYS AND MEANS
HEARING ON SURFACE TRANSPORTATION FINANCING
July 23, 2009

Chaitman Neal, Ranking Member Tibeti, and Membets of the Subcommittee, thank you fot
the opportunity to patticipate in today’s heating on long-term financing options for the Highway
Trust Fund. Itis an impostant and timely topic. With the impending cash shottfall in the Highway
Trost Fund, and the cutrent sutface transpottation authotization act set to expire on September 30,
2009, we have ctitical decisions to make — decisions that will shape the future of surface
transportation in the United States.

SURFACE TRANSPORTATION AUTHORIZATION ACT OF 2009

The Commmittee on Transportation and Infrastructute has developed a sutface transportation
authorization bill that will transform Fedetal surface transpottation from an amalgamation of
presctiptive programs to a performance-based framework for intertmodal transportation investment.
The bill is designed to achieve specific national objectives: teduce fatalities and injuries on our
nation’s highways; unlock the congestion that cripples tnajor cities and the freight transportation
network; provide transportation choices for commuters and travelers; limit the adverse effects of
transpottation on the environment; and promote public health and the livability of out communities.

Specifically, the Sutface Transpottation Authotization Act of 2009 redefines the Fedetal tole
and restructures Federal sutface transpottation by consolidating or terminating more than 75
programs. It consolidates the majotity of highway funding into four core formula categories
designed to bring out highway and bridge systems to a state of good repait; improve highway safety;
develop new and imptoved capacity; and reduce congestion and greenhouse gas emissions and
improve ait quality. The bill creates a similat core categoty construct for transit and highway safety
investment. The bill also establishes new initiatives to addtess the ctippling congestion in majot
metropolitan regions, and eliminate bottlenecks in freight transpottation. See attachment 1.

In addition, the Sutface Transpottation Authotization Act reforms the U.S. Depattment of
Transportation (DOT) to require intermodal planning and decision-making; ensuse that projects are
planned and completed in a timely manner; and ensute that DOT programs advance the livability of
communities. It improves the project delivery process by eliminating duplication in documentation
and procedutes.

The bill authotizes funding of $450 billion over six years — the minimum amount needed to
stop the decline in our sutface transportation system, begin to make improvements, and restote and
enhance the nation’s mobility and economic productivity.



10

‘Ihe Surface Transportation Authotizaton Act:

Provides $337.4 billion for highway construction investment, including at least $100 billion
for Critical Assct Investment to begin to restote the National Ilighway System (NIIS)
(including the Interstate System) and the nation’s bridges to a state of good tepait;

Provides $99.8 billion for public transit investment to testote the nation’s public transit
systems to a state of good repair, and provide access and transportation choices to all
Americans from lagge cities to small towns; and

Doubles investment for highway and motor catrier safety to $12.6 hillion.

In addition to this $450 billion, the Act invests $50 billion over six yeats to develop 11

authotized high-speed 1ail cosridoss linking majar metropolitan regions in the United States. ‘he
high-speed rail initiative will provide greater consideration for projects that: encourage intermodal

connectivity; produce energy, envitonmental, and other public benefits; create new jobs; and

levetage contributions from state and private sources.

include:

Tixamples of critical investments under the Sutface Transportation Authotization Act

State of Good Repuair. The bill makes the preservation of the nation’s existing
transportation assets a national priority. The newly-created Critical Asset Investment
provides States with $100 billion to preserve and improve the condition of the nation’s cote
highway and bridge network, the NHS (which includes the Interstate system). This
legislation also streamlines Fived (suideway Modernization to better assist public transit
agencies In maintaining aging rail systems, including tracks, stations, and rolling stock. See
sections 1170 and 3021 of H.R. | s the “Sirface Transportation Authorization Act of 2009

New Capacity. 'I'he bill includes a wide rangel of different programs that allow States,
mettopolitan regions, and public transit agencies to finance highway and transit capacity.
The bill authotizes several core highway formula ptograms (c.g., the Sutface Transportation
Program) that finance highway and bridge capacity; authotizes bridge capacity under the
newly-created Critical Assct Investment; and establishes a new Freight Improvement
program that is expected to he very heavily focused on bighway freight capacity investments.
“The bill establishes Mctropolitan Mobility and Access, which includes investment in bighway
and transit capacity expansion projects as part of an atea’s metropolitan mobility plan. “Lhis
legislation also dedicates $25 billion for Projects of National Significance (PNS), to finance
high-cost projects, aimed at addressing chokepoints on the system through vatious
strategies, including new highway and freight rail capacity. Finally, the legislation stweamlines
the transit New Starts and Small Starts program to speed the delivery of new transit capacity
and climinate costly delays. See sections 1105, 1106, 1110, 1205, 1206, and 3008 of ILR.
the “Surface Transportation Anthorization Act of 2009,

Freight/ Goods Movement. Recognizing the important role of the Federal Government in
supporting interstate commerce and the nation’s {teight transpottation system, the bill
tazgets investment in facilitating goods movement, economic development, and intesnational
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competitiveness. The new Freight Improvement ptogtam provides States with a dedicated
source of funding for freight-related highway projects and tequites cach State to develop a
strategic, statewide, comprehensive freight plan. The bill also dedicates $25 billion for
Projects of National Significance to invest in high-cost projects that address majot
bottlenecks, choke points, and delays on the freight network. The legislation creates an
Office of Intermodalism, administered by the Under Sectetaty of Transpottation for
Intermodalism, which will be tesponsible for cootdinating the vatious modal programs to
provide an intermodal and efficient approach to meeting mobility and goods movement
needs on the system. The Under Sectetaty will also be chatged with developing a
comprehensive, multimodal National Transpottation Strategic Plan. This plan will provide a
framework and vision for development of a sutface transportation network to expand access
and mobility of people and freight. See sections 1105, 1201, 1206, and 1207 of HR. ____, the
“Surface Transportation Anthorization Act of 20097

. Mettopolitan Mobility. To improve passenget and freight mobility in out metropolitan
areas, this legislation creates a $50 hillion initfative for Metropolitan Mobility and Access.
This program is designed to unlock the congestion that chokes majot metropolitan tegions
through multimodal, targeted investments. This legislation also increases the existing
population-based allocation of funding within States under the Surface Transportation
Program to facilitate more local decision-making and enable Jarge mettopolitan regions to
directly addtess their congestion and accessibility challenges. This legislation also streamlines
the transit New Starts and Small Starts program and climinates requirements designed to
delay the approval of new transit lines, See sections 1103, 1106, and 3008 of HR. ____, the
“Sutface Transportation Authorigation Act of 2009

- Rural Roads. The bill provides significant funding to improve transportation systetns,
access, and mobility in rural areas. Newly-established programs, such as the Critical Asset
Investment and Freight Improvement progtams, provide States with funding to ptesetve
and improve the NHS. Over 70 percent of the NHS is located in rural areas. In addition,
undet Freight Improvement, States ate authotized to use funds for projects on toads within
an approved inventoty of secondary freight toutes, further expanding access and economic
development in these areas. The legislation will also significantly improve rural road safety
through the restructured Highway Safcty Improvement program. States are required to
focus investment on their most dangerous roadways, including rural roads (which account
for an estimated 55 percent of all motor vehicle crash-related fatalities). Futthetmore, the
bill significantly increases funding for small urban and rural transit sctvices, including
designating 20 percent of all funding allocated to States under Coordinated Access and
Mobility for improving transpottation options and access to jobs for low-income and eldetly
residents in rural areas. See sections 1105, 1108, and 3009 of LR. ____, the “Surface
Transportation Authorization Ast of 2009”.

"This $500 billion investment will be welcome news to the hard-hit construction industry.
With 1.6 million constiuction wotkets out of work, enactment of the Surface Transportation
Authorization Act will deliver good, family-wage jobs, while also improving the deteriorating
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infrastructute and laying the foundation for our future economic growth. The $500 billion
investment of this bill will create ot sustain approximately six million family-wage jobs.’

Tn sum, the Surface Transpottation Authorization Act of 2009 transforms the nation’s
sutface transportation framework and provides the necessary investment to carry out this vision,
‘I'his increased investment is accompanied by greatet transparency, accountability, oversight, and
performance measures to ensurc that taxpayet dollats are being spent cffectively and in 2 manner
that ptovides the maximum retuen on that investment.

Howcever, we cannot catty out this transformation without your help. The

Committec on Ways and Means must undertake the difficult task of identifying the revenue
to finance this bill.

FINANCING SURFACE TRANSPORTATION

LEGACY OF SAFETEA-L.U

We have teached the logical conclusion of the course set by the Safe, Accountable, Flexible,
Tifficient Transportation Fquity Act: A Legacy for Users (SAFETEA-LU) (P.L. 109-59), which was
enacted in 2005. Unfortunately, the legacy that has been left for users is an over-cxtended Highway
"I'rust Fund. Unless the funding and revenues for the Trust IFund ate increased substantially, the
Trust Fund will be unable to suppott even cuttent investment levels for highway, highway safety,
and public transit in fiscal year (FY) 2010 and the coming yeats.

SAFETEA-LU intentionally put the TTighway Trust Fund on the path to a zero cash balance.
Recent declines in vehicle miles travelled due to high fuel ptices and the weak economy have merely
exacerbated a pre-existing imbalance between "I'rust Fund revenues and expenditures that was
created by SAFFTEA-LU.

The previous Administration was not willing to make any hard choices to resolve this
imbalance. This teluctance to face tough choices has left highway users with a legacy of uncertainty
and potential funding cuts. The mainstay of sutface transportation funding is the 18.3-cent-per-
gallon gasoline user fee, which has not been increased since 1993, and produces progressively less
revenue as the fuel efficiency of automobiles increases.

The current user fees, which have lost 33 pereent of their purchasing powet in the last 15
years, gencetate only enough revenue to finance $35.1 billion of Tederal highway, highway safcty, and
public transit investments in 1YY 2010, which would be a 34 percent cut from this yeat’s $53 billion
funding level,

! This estimate is based on 2007 Federal Highway Administration data on the corrclation between highway infrastructure
investment and employment and cconomic activity, and assumes a 20 percent stute ot local matching shate of project
costs. The Federal Highway Administtation estimares that $1 billion of Federal investment creates or sustaias 34,799
jobs.
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Without additional revenues, a six-yeat sutface transportation authotization bill could fund
only $236 billion in highway, highway safety, and transit investment — a $90.4 billion cut from the
current investment level (§326 billion) ovet the next six years. See attachment 2. This cut wounld

result in a loss of more than three million good, family-wage construction jobs.

The previous Administration’s unwillingness to make hard choices has left the 111"
Congtess, and particularly the Committee onn Ways and Meauns and the Committee on
Transportation and Infrastructutc, with the uncaviable task of finding a way to finance the
existing program level, in addition to much-needed increases in mvestment. The curtent
Administation fs not ready to make choices, and proposes to defer a long-term
authotization act for 18 months. Our Committcc, howcves, Is rcady; we have done our
homework and have a six-year bill ready for Floor action,

HicrwAy TRUST FUND SHORT-TERM INFUSTON

The Highway Account of the Trust Fund needs a short-term infusion of cash to finance
existing commitments through the end of the fiscal yeat. The program needs a cash infusion,
not an extension of the authotization act.

Accotding to DOT, the Highway Account of the Trust Fund is running out of cash as catly
as the beginning of September and may not have enough funding to reimburse States for their
Tederal highway investments. By September 4, 2009, the ighway Account will not have sufficient
funds to reimburse States for highway projects (-$435 million), and DOT will immediately begin
rationing those reimbursements. This will create major cash flow problems for States and significant
uncertainty for the future of the program.

By October 1, DOT estitnates that, without action by Congztess, the Ilighway
Account balance will be -$1.9 billion, Thetefote, the Committee on Ttansportation and
Infrastructute recommends that the Committee and Ways and Means transfer at Ieast $3
billion from the General Fund to the Highway Account of the Trust Fund. This transfer
covets the shortfall and provides a $1 billion cash balance to offset any additional shortfall if,
during the August re-estimate, DOT finds that its estimaics ate in ettor.

LONG-TERM FINANCING OPTIONS

There are numerous options to finance the surface transporiation framnework set
forth by the Committce on Trauspottation and Infrastructure. To finance the level of
investment proposed by the Sutface Transportation Authorization Act, Congress must
provide additional funding and revenues of $140.5 billion over the six-year authotization
petiod for fiscal years 2010 through 2015, Of this amount, Congtess must provide $65.5 billion in
revenues ovet six yeats simply to fund the existing sutface transportation investment level ($326
billion). To finance the $450 billion of highway, highway safety, and public transit investment of the
Sutface Transportation Authotization Act, Congress must provide an additional $75 billion over six
yeats.



14

The cote soutce of funding for the investnent contained in the new authotization must

continue to be a stable, reliable, and dedicated tevenue stream, including user fees. This unique
financing mechanism is one of the ptimaty reasons for the success of the nation’s sutface
transpottation netwotk since enactment of the Intetstate Highway program 53 years ago.

Two commissions wete established by Congtess in the 2005 Act to examine the issue of

sutface transpottation financing, Both the National Sutface Ttanspottation Policy and Revenue

Study Commission (Policy Commission) and the National Sutface Transportation Infrastructure
Financing Commission (Financing Commission) tecommended that the gasoline and diesel user fees
be increased. We know this is an option that will wotk to provide a stable, teliable, and dedicated
revenue stream for surface transpottation programs.”

Although increasing and indexing the gasoline and diesel user fee is 2 viable financing

mechanism that has been tecommended by both Commissions, I do not believe that the user fee
should be incteased duting the current recession. Any uset fee increase should not take effect
before the economy is fully recoveting (e.g., two consecutive quattets of economic growth). This
approach will ensute that any uset fee increase will not increase the burden on Ametican wotking
families duting this troubling time.

Thete are many othet financing options that would provide the necessary funding for our

bill without incteasing the gas tax. A few examples:

1.

Restoting the Highway Trust Fund for Emetgency Relief, Vehicle Safety Research,
and Foregone Interest ($27.4 billion). This option involves restoring amounts to the
Highway Trust Fund owed to it for Emergency Relief (§6.8 billion), vehicle safety research
(§635 million), and foregone interest ($20.0 billion). These transfers from the General Fund
would provide an immediate infusion of cash to the Trust Fund.

Over the past 20 years, $6.8 billion has been spent from the Highway Trust Fund to respond
to emetgencies, such as the September 11 attacks and natutal disasters. Although the
Federal-aid Highway program includes $100 million pet year from the Highway Trust Fund
fot Emetgency Relief, significant, unforeseen expenses from disasters are authotized to be
apptoptiated from the General Fund. This option would immediately transfer $7.3 billion
from the General Fund to the Trust Fund to repay the Trust Fund for past unauthotized
Emetgency Relief expenditutes. See attachment 3.

Sitilatly, $635 million could be tepaid to the Trust Fund from the General Fund for
amounts approptiated from the Highway Trust Fund and spent on vehicle safety rescarch.
The National Highway Traffic Safety Administration's highway safety activities are
authorized to be funded from the Highway Trust Fund, its vehicle safety activities ate not.
The vehicle safety programs are authotized to be appropriated from the General Fund. In
five of the past 12 yeats, vehicle safety activities have been funded from the Trust Fund.
This option would immediately repay the Trust Fund for the $635 million in unauthorized
apptoptiations from the Trust Fund for vehicle safety activities since 1998.

2 Bach one-cent-per-gallon increase in the gasoline and diesel user fee provides approximately $1.8 billion of additional
revenue pet year for surface transportation programs.



15

Fotegone intetest eatnings also fall into this category. As patt of the Transportation Equity
Act fot the 21* Century (P.L. 105-178), the Ttust Fund stopped eatning intetest on its cash
balances after September 30, 1998. Other trust funds (e.g., the Airport and Airway Trust
Fund) continue to eatn interest. To my knowledge, the Highway Trust Fund is the only
teust fund of its type that does not eam interest. This option would reinstate an estimated
$20 billion in interest that would have been eamed from fiscal yeats 1999 through 2009 on
the cash balance of the Highway Trust Fund if the Trust Fund had been permitted to
continue eatning interest. Of the $20 billion of foregone intetest, the Committee estimates
that approximately $15.2 billion would accrue to the Highway Account, and $4.8 billion
would accruc to the Mass Transit Account.

In total, this option would provide $27.4 billion for the Highway Trust Fund.

Issuing Treasuty Bonds to Finance Increased Funding of Early Yeats

($60 billion). Undet this option, the Depattment of Tteasuty would issue $60 billion of 10-
yeat Treasury bonds to finance the incteases in funding provided duting the fitst several
yeats of the bill. The bonds would begin to be tepaid in FY 2012 with revenue from the
Tlighway 'I'rust Fund and would be retited in 10 years. ‘T'his option would enable Congress
to inctease investment in highway and transit infrastructure while recognizing that the
tevenues necessaty to finance this investment will need to be provided after the economic
secession. This option would provide $60 billion for the Highway Trust Fund. This amount
would be repaid in subsequent years.

Requiting Fuel Tax Exemptions to be Reimbutsed by General Fund

($6 billion over six yeats). Another option is to have the General Fund, tather than the
Highway Trust Fund, suppott long-standing fuel tax exemptions. Current law exempts from
taxation certain uses of fuel, such as use by state and local governments and non-profit
educational otganizations, even though such use imposes weat-and-teat on the roads and
highways that are suppotted by the Highway Trust Fund. When fuel is purchased for these
uses, the tax has already been imposed on the fuel, and the ultimate putchaser is entitled to a
payment ot refund of the taxes imposed on the fuel. The tefund is paid by the General
Fund, which is then reimbutsed by the Highway Trust Fund. ‘This option would end the
reimbursements from the Highway Trust Fund to the General Fund. Full refund payments
would continue to be made from the Genetal Fund, but the Highway Ttust Fund would no
longet bear the cost of these tefunds. In May 2009, Representative John Lewis introduced
HR. 2391, the “Highway Trust Fund Faitness Act of 2009, which addresses this issue.

This option would provide an estimated $6 billion to the Highway Trust Fund ovet six yeats
(FY 2010-FY 2015).

Incteasing the Per Bartel Fee on Crude Oil and Imported Gasoline and Diesel ($24
billion over six years). In 1990, Congtess established the Oil Spill Liability Trust Fund
(OSLTF). The OSLTF is funded by an excise tax on cach battel of oil impotted or
ptoduced domestically. The tax is cuttently eight cents pet barrel of oil. This option
incteases the cxcise tax by §1 per bartel on crude oil and refined gasoline and diesel. It
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exempts aviation, farm, and all other non-transportation uses. Subcommittee Chaitman
Peter A. DeFazio will discuass this option in mote detail.

This option would provide an estimated $24 billion to the Highway Trust Fund over six
YEQYSA

Instituting a Transaction Tax on Speculative Trading of Ctude Oil Fututes

($190 billion over six years). This option would institute a transaction tax of 0.2 percent
on trading of crude oil futures. This option includes a protection for tradets interested in
legitimately hedging the cost of ctude oil futures, such as aitlines. It would deter crude oil
speculation and provide significant revenue to finance this legislation. Subcommittee
Chairman Delazio has initiated this option and will discuss it in motc detail.

This option would provide an estimated $190 billion to the Highway Trust Fund over six
yeats.

Implementing Other User Fees. The Policy Commission and the Financing Comtnission
have recommended many other user fees for Congress’ consideration.

For example, in addition to recommending an inctease in the gasoline and diesel user
fees, the Financing Commission tecommended a vatiety of other user chatges, including an
increase in the Heavy Vehicle Use Tax. Currently, an annual tax is imposed on each truck
with a Gross Vehicle Weight of 55,000 pounds ot more. The operator of each such truck
currently pays an annual tax of $100 plus $22 for each 1,000 pounds (ot fraction theteof) in
excess of 55,000 pounds {(maximum tax of $550). This tate has not been increased since
1983, Studies conducted by the Federal Highway Administtation have found that user fee
revenues paid by trucks weighing more than 70,000 pounds do not fully account for the
share of highway infrastructure costs attributable to such vehicles. The Financing
Commission proposed to double the annual tax fate to $200 plus $44 for every 1,000 pounds
the truck exceeds 55,000, and increase the maximum tax to $1,100 to restore the purchasing
power of the tax. This option would provide an estimated $6.7 billion to the Itighway Trust
Fund over six years.

The Financing Cotmmission also recommended consideration of vehicle
registration fees. Currcntly, all Statcs imposc annual vehicle registration and rclated fecs.
According to the Commission, a national annual vehicle tegisttation fee of $2.75 per car and
$5.50 per truck would raise §6 billion over six years.

To help finance freight related infrastructure improvements, the Financing
Commission considered a container fee to be a “strong” option. Cuttently, there are mote
than 150 deep draft seaports located along the Atlantic, Pacific, Gulf, and Great Lakes
coasts, as well as in Alaska, Hawaii, Puetto Rico, Guam, and the U.S. Vitgin Islands. Deep
draft ports accommodate ocean-going vessels, which move mote than 99 percent of U.S.
ovetseas trade by weight and 64 percent by value. The DO'L' projects that, compared to
tonnages recotded in 2001, total freight moved through U.S. ports will increase by mote
than 50 percent by 2020, and the volume of international container traffic will more than
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double. According to the Financing Commission, a $10 fee on every Twenty-Foot
Tiquivalent Unit (IT3U) container moving through a U.S. port would raise roughly §3 billion
over six years. Reptresentative Ken Calvert will propose a similar, very attractive idea in his
testitnony today.

In addition, the Financing Commission recommended a freight waybill tax, which
would be a sales tax on freight shipping>costs. According to the Commission, a 0.1 petcent
tax on rruck freight waybills would raise $620 million per yeat and a similar tax on waybills
for all transpottation modes would raise $740 million annually.

Finally, we need to begin the transition from the gasoline and diesel user fees to a
vehicle miles travelled (VMT) fee system that chatrges users for each mile driven.

In summaty, there ate many options fot financing the Sutface Transpottation Authotization
Act of 2009. None will be popular. However, without new revenues, out highway, highway safety,
and public transit programs face enotmous cuts at a tme when the nation’s sutface transportation
network requites a substantial increase in investment just to maintain current standards. By making
this investment, we will transform the future of sutface transportation in the United States, and put
Americans back to work in jobs that can nevet be outsourced.

The Committee on Transportation and Infrastructure stands teady to provide whatevet
assistance you may find helpful as you examine potential methods of financing sutface
transpottation to provide sufficient, stable, teliable, and dedicated revenue for infrastructure

investment.

———

Chairman NEAL. Thank you, Chairman Oberstar.
Our friend, Mr. Mica, is recognized to testify.

STATEMENT OF THE HONORABLE JOHN L. MICA, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF FLORIDA

Mr. MICA. Thank you, members of the Ways and Means Com-
mittee for the opportunity to present some of our ideas, and you
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have to make some of the choices on finding viable financial solu-
tions for our highway and national infrastructure.

Let me say first of all that we all know that the need is great.
We are looking at 9.5 percent unemployment. I have a statement
from the Pennsylvania DOT secretary who said for construction
workers, unemployment is 21 percent. I have some places in my
district that have 15 percent unemployment and construction is
probably equal to this 21 percent we are seeing across the nation.
Nothing can put people to work faster than building our nation’s
infrastructure, nor can we more wisely invest the people’s money
and have something tangible after we have expended the funds.

One of the problems we are having with the current stimulus
package, and also even the limited amount of dollars that went into
infrastructure, was the inability to get the money is out. This is not
what I have said. CBO and others have said that, there has been
difficulty in getting that money out. I believe that we can increase
the dollars available and actually get more dollars from what we
are spending without raising taxes.

So the first thing I propose for the record is my 437 day plan,
which is speeding up the process, such as we did with the bridge
that collapsed over the Mississippi River in Minneapolis, that hor-
rible tragedy, but we built that bridge in 437 days. And this is a
proposal, we have some of the elements in our bill, maybe you
could adopt more, that would allow us to move these projects which
will save time and money and get people working and infrastruc-
ture built. So, that is my first priority.

The second is I think that we can do a lot more public/private
partnerships, and we will have some specific suggestions on that.
And that is also taking private dollars and bringing them into the
infrastructure game and setting the rules for that.

The gas tax as we know it, folks, is basically dead, 18.4 cents per
gallon is less money coming in. Cars are driving further on one gal-
lon of gas, and we are going to alternative fuel. So even if you raise
the gas tax by $5 a gallon, at some point folks are not going to be
using just gasoline. They are going to be plugging their car in,
using other means, so that is dead. I would propose that we look
at some alternatives. One that I might suggest is abolish the 18.4
cent per gallon gas tax and move to a flat tax. A flat tax instead
of having 18.4 cents per gallon would join 45 states and the Dis-
trict of Columbia with a flat sales tax. Right now, 7.5 percent,
down from 18.4 cents, would raise a similar amount of money. Of
course, we would have to have a cap so it does not go up too much.
We would have to have a floor so it does not in fact evaporate our
revenue.

But there are more creative ways and fairer ways until we prob-
ably get down the pike to a vehicle miles travelled tax, some sort
of chip that actually calculates the weight of the vehicle, the miles
traveled, the type of fuel used, and then you pay on that basis.

But I believe that in addition to abolishing the gas tax, there are
a whole host of alternative financing options, not my proposals nec-
essarily but some by the Revenue Commission that was created
under the past SAFTEA-LU bill. Some of those include increasing
the cap on private activity bonds raising $450 billion. The current
cap is $15 billion, you could go to $45; create a new federal pro-
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gram to fund state infrastructure bank, $72 billion. One billion in-
vested in an infrastructure bank, properly leveraged, will yield $12
billion in a year, and provide additional funding for TIFEA loans.
That could create $24 billion in revenue. Create a national infra-
structure bank, that is a whopping $300 billion. And just $5 billion
a year in an infrastructure bank can be leveraged to fund $50 bil-
lion in projects. And, finally, what I mentioned in the beginning,
the second part of my plan is not only speeding up the process but
also bringing in public/private partnerships, defining, tolling and
some of the things that we have not done that can create dramatic
revenue.

So, I am asking that members of the Ways and Means Com-
mittee not shove this aside. Mr. Oberstar and I believe that we
must go forward with a 6 year bill. This is the only job stimulus
hope that the people of this country have.

Let me tell you, I brought this dollar too to demonstrate one
thing. This is one dollar, and take this one dollar on infrastructure,
ladies and gentlemen. Right now, according to my state of Florida,
my local district secretary told me he is getting projects for 25 to
30 percent lower. So for 75 cents, I can get a dollar’s worth of
project right now. We will never have a bargain on building the
country’s infrastructure again.

So I urge you, with Mr. Oberstar, not to put this off. The problem
is not going to go away. In fact, it is going to get worse. In fact,
right now, the proposal is to take the money from general treasury,
which could not be a worse—there could not be a worse solution.
Here, if we take the money that we have got, we spend it more
wisely, and we expand it, we can get a bargain for the buck. So,
I urge you to do that, and I would like this dollar submitted as part
of the record.

[Laughter.]

[The prepared statement of Mr. Mica follows:]

[COMMITTEE TO SUBMIT]

Chairman NEAL. Thank you, Mr. Mica. And you should know
that I share your position, along with Mr. Oberstar, that we should
go forward as well.

Mr. DeFazio is recognized for testimony.

STATEMENT OF THE HONORABLE PETER A. DEFAZIO, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF OREGON

Mr. DEFAZIO. Thank you, Mr. Chairman. Thank you for your
interest in this subject and holding this hearing today.

I think if everyone in the hearing room were quiet for a moment
and we listened, we would basically be able to hear America’s in-
frastructure crumbling around us. A status quo bill, as rec-
ommended by the Administration and supported by two committees
in the Senate, guarantees that we will not even begin to deal with
the backlog of deferred maintenance, $80 billion of deferred main-
tenance on our transit systems in America. That means people are
dying, as they did in Washington, D.C., because of our lack of in-
vestments in those transit systems. And if we continue down that
path with a status quo bill, more people will die. More accidents
will happen.
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We have 160,000 bridges on our National Highway System that
are either load limited, structurally deficient or functionally obso-
lete, again causing accidents, causing delay, adding to cost for busi-
ness and consumers all across America, people stuck in traffic. We
could go on at some length. Those are all the things that will not
be addressed by an 18-month extension.

There is another thing we walk away from, we walk away from
one million jobs a year if we support a status quo bill. That is what
the White House proposal and the Senate proposal would do. If we
failed to pass this bill with enhanced and additional investment,
we walk away from one million jobs a year. And I think we could
use those jobs and that investment in America.

Obviously, it is difficult to find the funding we need to get to a
$450 billion bill, we need $140 billion of additional revenue. We
have proposed a number of things. Mr. Mica has talked about an
infrastructure bank, yes, that is great except guess what, infra-
structure banks mean the local district or state has to pay the loan
back. There is no transit system in the world that makes money.
An infrastructure bank is going to do nothing for transit. Unless
you want to have toll roads everywhere, the infrastructure bank is
not the solution to our bridge or highway problem. So I believe we
need additional investment.

I have tried to accommodate the concerns of the White House
and others to find ways outside the traditional gas tax. It seems
to me the one no-brainer that we could adopt would be to stop los-
ing ground and that is when the construction industry comes back,
and it will, and when construction inflation kicks in again, index
the gas tax to the cost of construction inflation. If we had done that
back in 1993, we would not be in this state of disrepair. We would
have been able to make a much bigger investment. We have lost
more than a third of the value of that dollar Mr. Mica showed us
since 1993.

You could take a second step, you could take the anticipated and
scoreable estimates on construction cost inflation over the term of
the bill, and you could use it to finance bonds. CBO says that we
could, this is an informal analysis from CBO, but basically a one
penny increase in the gas tax could back a 10 year bond of $13 bil-
lion. So if we go back to historic construction inflation, say if the
economy recovers in 18 months or 2 years, and we index the gas
tax, we could put $50 or $60 billion up front in the Trust Fund in
the first year and pay it back out of those small increments that
would come in the gas tax in the later years of the bill.

If you want to be more ambitious, and I think we should be, you
could look at taxing a barrel of crude oil. The idea would be to
move some of the burden and the cost upstream from America’s
consumers, from the truck drivers, from the individual passenger
vehicle owners and others, and move it upstream. If you put a dol-
lar per barrel tax, you would raise approximately $24 billion over
6 years for one dollar on a barrel. Now, remember last year, there
was one day when the speculators drove up the price of oil $24 in
one day. Well, $24 would be perhaps a bit steep to put on a barrel
of oil but a dollar or say $5 would virtually pay the bill. And the
prospect is that some of that would come out of the OPEC coun-
tries. It would restrain their capability of manipulating and jacking
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up the price. It could come out of some of the people further up-
stream. It could come out of the obscene profits of Exxon-Mobil. It
could come out of some of the speculators and others.

Yes, some of it would get passed on to the consumers but since
we are talking about a competitive industry here, the provision of
fuel to the American people, of course they could not pass on all
those costs, so there would be some way of sharing the burden
there. So a $5 tax per barrel would raise almost what we need for
the bill.

And, finally, I was inspired flying back to Oregon a couple of
weeks ago reading the paper where the paper said the price of
crude oil had doubled this year, demand is flat, and it is all due
to speculation. And I started thinking about that and I thought,
well, what if we just taxed speculative trades? And the Commodity
Futures Trading Commission conveniently divides the world be-
tween hedgers and speculators, so we would protect hedgers like
airlines, trucking companies, steamship lines, railroads, others who
are ultimate consumers of fuels, but the financial speculators
would pay a very modest fee.

If we put a two-tenths of one percent tax, two tenths of one per-
cent, on crude oil trades and a half percent tax on crude oil options,
estimates are that could raise $190 billion over 6 years, which
means we could pay for the bill, and we could pay for something
else, maybe part of healthcare or we could reduce the deficit with
some of that money or you could make the tax a little lower and
just come out even.

Now, there are some who say, “Oh, my God, the liquidity in the
market setting and all the things that happen that are beneficial
because of speculation,” you would still have a lot of robust trading
among hedgers, and I think some speculators would still trade.
Some of them are not just trading on the two-tenths of one percent
margin, and there would still be a market. But we assume that the
price of oil would fall dramatically because a lot of speculators
would get out of the market, and we assume that that trading
would drop by 60 percent. That still raises the $190 billion.

So, Mr. Chairman, I think there are ways to get to the invest-
ments the American people need and want, produce the jobs, give
people the help they are going to get out of traffic, fix our broken
system, repair the bridges, invest in our transit systems, and make
America competitive once again and put the joy back in traveling.

Thank you, Mr. Chairman.

[The prepared statement of Mr. DeFazio follows:]
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STATEMENT OF THE HONORABLE PETER A. DEFAZIO
CHAIRMAN, SUBCOMMITTEE ON HIGHWAYS AND TRANSIT
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE

HEARING OF THE SUBCOMMITTEE ON SELECT REVENUE MEASURES
COMMITTEE ON WAYS AND MEANS
LonNG-TERM FINANCING OpTIONS FOR THE HIGHWAY TRUST FUND
July 23, 2009

Chairman Neal, Ranking Member Tiberi, and members of the Subcommittee, thank you for the
opportunity to testify today on my thoughts on long-term financing options for the Highway Trust
Fund. The Transportation and Infrastructurc Committee has laid out a blueprint for reform of our
current surface transportation programs. The Surface Transportation Authorization Act of 2009
provides clear national transportation objectives and holds states and local governments accountable to
how they spend Federal transportation funds. We now hope to work with your Subcommittee to fund
these important reforms and to do so in September. While much of the debate so far has focused on
raising the gasoline tax, in my testimony today I will highlight innovative ways to generate the
necessary revenue, including bonding, a fee on barrels of crude oil at the refinery, and a tax on crude
oil securities transactions. In these tough economic times we must look at new and creative means to
improve our nation’s deteriorating transportation infrastructure.

At one time the U.S. led the world in surface transportation investment, which created a
transportation system sccond to none. However, the actual purchasing power of the 18.4 cent Federal
gasoline tax has declined 33 percent since 1993, the last year it was increased. The results of that
decline in purchasing power and the lack of increased investment are clear. We now have an economy
threatened by congestion. The deterioration of the quality of our surface transportation system has
been detailed in many reports, including in two blue ribbon reports commissioned by the Safe,
Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for Users (SAFTEA-LU). The
conditions of our nation’s highways, bridges, and transit systems fall far short of being in a state of
good repair. Almost 61,000 miles on the National Highway System are in poor or fair condition; more
than 152,000 bridges are structurally deficient or functionally obsolete; and the nation’s largest transit
agencies face an $80 billion maintenance backlog to bring their rail systems to a state of good repair.

This aging infrastructure network has a direct impact on the economy. The congestion that
results from our aging system impairs freight movements within the U.S. and raises the cost of
American-made products. In just-in-time delivery the longer a delivery truck sits in traffic the more
the product costs and the less competitive our businesses are in the global marketplace. Additionally,
commercial trucks must often take detours to avoid weight-limited bridges, costing them precious
time. By 2050, congestion costs could represent 14% of national GDP, up from 1.5% of GDP in 2003.

In addition to affecting the economy and how much Americans pay for goods, our deteriorating
surface transportation system affects Americans’ daily lives. A recent study found that for the average
driver, rough roads add $335 annually to typical vehicle operating costs. In urban areas with high
concentrations of rough roads, extra vehicle operating costs can be as high as $746 annually.
According to the Texas Transportation Institute, in 2007 congestion cost Americans $87 billion in
wasted time and fuel. And it’s not just increased costs that have an impact: approximately 42,000
people are killed each year on the nation’s highways with an estimated 15,000 traffic deaths occurring
where substandard road conditions were a factor.
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The SAFETEA-LU National Surface Transportation Policy and Revenue Study Commission
report in January 2008 estimated we should be investing a minimum of $225 billion from all sources
annually in all modes of transportation (highways, bridges, transit, freight rail, and passenger rail).
Additionally, the American Society of Civil Engineers estimates the nation’s infrastructure requites an
investment of $2.2-trillion over the next five years to bring our infrastructure to-a state of good repair.
We are currently investing only $85 billion from all sources annually, and while China spends 9% of
its GDP on infrastructure, the U.S. spends just 0.93% of its GDP on infrastructure investments.

The bill Chairman Oberstat, Ranking Members Mica and Duncan, and I have proposed will
provide a substantial funding increase over current levels by authorizing $450 billion over six years to
begin to make measurable improvements in our infrastructure backlog and to improve the average
driver’s daily commnute. It has never been more imperative that Congress pass a long-term
authorization measure by the end of this year and before the next construction season begins. The
Surface Transportation Authorization Act of 2009 (STAA) will create a well-funded, streamlined,
efficient and effective transportation program. Our bill reforms how Federal transpottation programs
work and will make our highways safer, improve our roads and transit systems, make our businesses
more competitive, and reduce the amount of time the average person spends in gridlock.

Inaddition to reducing congestion and improving the safety of the system, as you can see on
the below chart the STAA will create or sustain over 12.5 million family wage jobs. That’s six million
more jobs, or roughly one million mote jobs per year, than if we continue status quo funding. That
means that under the Administration’s eighteen-month extension proposal 1.5 million jobs would be
lost. We can’t afford to walk away from one million jobs. And we certainly can’t afford it in this
economy.

Surface Lranspotation
Authosization Act of 2009

ﬂ = 100,000 jobs
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I appreciate the difficult situation this Subcommittee and the full Committee on Ways and
Means face in raising revenue to pay for health care reform and other important priorities. The current
economic climate is certainly not an ideal time to raise revenue to pay for needed investment in our
failing transportation infrastructure. However, investment and reform cannot be put off — our economy
is too dependent on an efficient system to wait. In order to aid the important work you are doing, I
have compiled a number of potential funding sources to support the Highway Trust Fund and help
finance the bill. It is worth noting that due to the time lag between when highway and transit funds are
first made available for obligation and when they are actually expended from the Highway Trust Fund,
a $450 billion authorization measure does not require $450 billion in revenues. Based on
preliminary estimates from the Congressional Budget Office (CBO), a total increase of roughly $140
billion in Highway Trust Fund revenues over the six-year period from FY 2010 - 2015 (over and
above the estimated baseline revenues of $230 billion during that same time period) would be
sufficient to fund a $450 billion bill.

There are three funding proposals I believe hold the most promise. First, I recommend
indexing the gas tax to the construction cost index and dedicating the increase to repaying a ten year
bond in order to gain revenue for the first years of the six year bill. An informal CBO analysis
estimates a one cent increase in the federal fuel excise tax for ten years could be used to back a bond
issue totaling approximately $13 billion. The bonds would be retired in ten years and this entire sum
would be available in the first year of the bill (FY 2010). Indexing the gas tax to the construction cost
index (using historical data) could conservatively bond $50 to $60 billion. Currently, the construction
cost index is flat or negative, therefore it is expected a gas tax increase due to indexation would be
delayed until the economy improves.

Second, a fee imposed on barrels of crude oil, both imported and domestic, and an equivalent
fee on imported refined gasoline and diesel could be used as an alternative method to generate revenue
for the Highway Trust Fund. A $1 fee per barrel of crude oil and an equivalent fee on imported
refined gasoline and diesel — exempting all non-transportation uses from the fee — would gencerate
approximately $24 billion over the six year authorization bill. A 85 fec per barrel would generate
approximately $120 billion over six years. The February 2009 report from the SAFETEA-LU
National Surface Transportation Infrastructure Financing Commission rated this as a “strong option”
for generating revenuc for the Highway Trust Fund. A major advantage of taxation at the refinery
level is that the total cost is not directly passed onto consumers, as it is in the current federal fuel
excise tax system. It is arguable that part of the barrel tax would be borne by OPEC nations, oil
companies, intermediaries, or speculators.

Finally, we can potentially raise $190 billion over six years by enacting a minuscule transaction
tax on speculative crude oil trading. That is just a fragment of the $10.5 trillion that is traded in oil
futures annually. A transaction {ax on crude oil securities can make up the $140 billion funding gap,
and could potentially reduce the price of crude oil and reduce volatility in the crude oil market. Under
some estimates these revenues would be more than what's necessary to restore the solvency of the
Highway Trust Fund and provide additional investment that could be targeted for intermodal purposes
like high-speed and freight rail improvements, or even deficit reduction. National Economic Council
Chair Larry Summers endorsed similar proposals in a paper he wrote while at Harvard. By taxing
crude oil futures at 0.2% and the premiam of crude oil options at 0.5%, this tax could raise $190
billion over six years (assuming the price of oil fell to $50 a barrel and trading oil securities fell
by 60%). This estimate includes a tax exemption for legitimate hedgers, like aitlines and railroads, so
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they see no effect except less volatility and lower oil prices. The U.S. Commodity Futures Trading
Commission distinguishes between legitimate hedgers and short-term speculators, making the
exemption straightforward. Since the tax is on speculation only, it deters speculation and undermines
much of the crude oil price bubble. It is the only revenue source that lowers the price of oil while
raising revenue for the Highway Trust Fund.

There are many funding options to be considered and many difficult decisions to make. While
it would be easy to follow the course of the Obama Administration and postpone action on surface
transportation authorization until sometime in the future, delay is unacceptable. The time for this
authorization is now and the decisions will only get tougher. An eighteen-month extension will leave
states without the reliable funding source they need to plan significant multi-year projects. During the
twelve extensions of the Transportation Equity Act for the 21 Century (TEA-21) before SAFETEA-
LU was signed into law, states significantly pulled back on investments in highway and transit
construction projects because of uncertainty regarding how much Federal funding the state would
recerve,

My home state of Oregon is a perfect example of the effect extensions have on the ability of
state’s to plan multi-year projects. In 2004 and 2005 as Oregon was developing its 2006-2009 State
Transportation Improvement Program (STIP), which identifies the funding for and scheduling of
transportation projects for a four-year period, the state had to assume flat Federal funding levels in
2006 and beyond because of uncertainty over when TEA-21 would be reauthorized. Once SAFETEA-
LU was signed into law, they were able to add $212 million in additional “unanticipated” funding to
the 2006-2009 STIP. However, an on-time authorization bill would have allowed Oregon to begin
those projects much earlier. The Oregon DOT, and every state DOT, now face the same situation as
they have no certainty of Federal funds until we complete a new authorization.

1t is clear jobs will be lost if we pass a temporary extension of our current surface
transportation authorization, and we will lose out on the 1.5 million jobs that could be created by the
Surface Transportation Authorization Act of 2009 over the next eighteen months. An extension will
undermine the job creation potential of the Recovery Act, and it will lock us into the failed policies of
the past while preventing us from moving towards the transportation system of the future.

We owe it to our future generations to act now, not later. We have a significant opportunity to
address the long-term issues impacting our roads, highways, and transit systems and a piecemeal
approach to fixing our transportation network will not work. We need a long-term perspective to
rebuilding America. While there are some who say we should consider a second stimulus, a second
stimulus isn’t necessary. This surface transportation authorization is the next stimulus. It is our jobs
bill.

Transportation investment creates jobs and assets that benefit generations to come. With some
innovative thinking we can provide the long-term financing that is necessary to sustain the Highway
Trust Fund, While I have laid out three options, there are many alternative funding mechanisms out
there. I stand ready to assist this Subcommittee in its work to fund the Surface Transportation
Authorization Act of 2009 {0 provide a vision and a path towards a 21* Century transportation system.

Thank you.

Chairman NEAL. I certainly thank the witnesses.

Mr. MICA. Mr. Chairman?

Chairman NEAL. Yes, Mr. Mica?

Mr. MICA. If I may, our ranking member of the subcommittee,
Mr. DeFazio’s counterpart, is not able to be with us; Mr. Duncan.
And I would ask unanimous consent to submit his statement for
the record.

Chairman NEAL. So ordered.
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STATEMENT OF THE HONORABLE JOHN J.
DUNCAN, JR.
COMMITTEE ON Ways and Means
HEARING
July 23, 2009

As my colleagues have mentioned,
this hearing will address one of the most
difficult issues we face in reauthorizing
the surfaée tranqurtation programs this

year.

While we can all agree that the
highway, transit, and highway safety
programs are vital to the success of our
Nation, it is far more difficult to agree
upon, or eveﬁ devise, a plan for how to

fund these programs.
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I join Chairman Oberstar, Ranking
Member Mica, and Chairman Defazio in
their effort to move a 6-year
authorization bill that will provide
solutions to our Nation’s transportation
challenges. I have appreciated the
opportunity to work with thé Committee
to draft a long-term authorization that
will create jobs, and serve as a much
needed economic stimulus in these

difficult times.
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The American Society of Civil
Engineers estimates that we need to
invest more than $2.2 trillion over the
next 5 years just to our improve thé state
of our Nation’s infrastructure.

The Department of Transportation
estimates that 37 percent of our Nation’s
highways are in poor or fair condition
and 1 out of every 4 bridges is
structurally deficient or functionally

obsolete.



29

Deteriorating bridges, congested
highways, and inefficient freight
movement cost our Nation lives, money,

and time.

The need for a robust, long-term
authorization bill is clear, but finding
mechanisms to finance it are more

challenging.
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I, along with all of my colleagues on
the Transportation and Infrastructure
Committee, believe that investment in
infrastructure is vital to economic
growth. However, in these difficult
economic times, I believe that financing
that investment by raising the gas tax
would place too much of a burden on
hardworking families and struggling

small businesses.
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In the last surface transportation
authorization bill we created two
Commissions to come up with
recommendations on how to finance
these programs. Both of these
Commissions have completed their
work, and both have created a laundry
list of alternative financing options for

these programs.
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My colleagues on this panel have
mentioned several of those financing
options and the witnesses that will testify

later this morning will mention others.

I hope that we can look at all of the
innovative financing options that are on
the table and work together to come up
with a plan to finance the next surface

transportation authorization bill.

I would like to thank the Committee
for its hard work in finding solutions for
thié complex problem and I look forward
to working with you to craft a Surface
Transportation biﬂ that will improve the

state of our Nation’s infrastructure.

Mr. MICA. It is shorter too.
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Chairman NEAL. Thank you very much. We will get to Mr. Cal-
vert shortly. Since we have the opportunity to interact with many
of the witnesses on an everyday basis, it strikes me that hearing
from some of the witnesses that are here as well on a busy day
might not be a bad idea as we go forward. Is there anybody who
would like to be recognized to question our colleagues here?

Okay, I want to thank you for your very thoughtful testimony.
And certainly the engagement that you offered, I think will be very
helpful to us down the road.

Let me call up our second panel this morning.

Mr. Meek, you are recognized to offer your testimony.

STATEMENT OF THE HONORABLE KENDRICK MEEK, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF FLORIDA

Mr. MEEK. Mr. Chairman, it is an honor to come before the sub-
committee. I guess I am just changing seats here from where you
are and other members are at this particular time to be a witness,
and I am glad to have the opportunity to do so.

Mr. Chairman, I have already entered my full testimony for the
record. And I wanted to just share with the committee members
and the members that are not on the committee, that this hearing
is going to be very, very significant to moving forward, moving on
transportation issues. And I have a piece of legislation, which is
H.R. 1806, the Freight Rail Infrastructure Capacity Expansion Act
of 2009. I filed this legislation because I welcome the opportunity
to mitigate not only congestion on our highways and remain com-
petitive in the global market but alsoconserve energy and reduce
harmful emissions and lessen the cost of highway maintenance.

My legislation provides a 25 percent tax credit for infrastructure
investment and new tracks, intermodal facilities, yards, loco-
motives and projects that will expand rail capacity. Railroads will
be eligible for the credit but so will shippers or any other entity
that invests in new rail capacity.

The second investment incentive would allow the expensing of all
qualified rail infrastructure capital expenditures. This will be an
outstanding step towards making sure that we expand our rail ca-
pacity.

I think it is also important to note that my bill also requires com-
pliance with the Federal Wage Act, the requirements under the
Davis-Bacon Act as a condition of eligibility for the tax credit and
expensing allowances provided by the bill.

I think it is important also, Mr. Chairman, to point out to the
committee that this dramatic increase in volume will be able to as-
sist transportation of freight in the United States of America.

The U.S. Department of Transportation predicts the doubling of
freight volume moving across the nation by 2035 which will be able
to assist our economy in competing with other global markets.

And I also want to add for the committee, for the record here,
Mr. Chairman, when we look at freight rail, it plays an important
role in reducing not only congestion but also carbon emissions. We
can move one ton of freight 436 miles on a single gallon of fuel.
One train can pull 280 trucks, take 280 trucks off of the road and
also allow us to break down as it relates to the level of traffic that
we have on the road now.
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I think it is very important, Mr. Chairman, in these very tough
times that this industry has put forth a number of dollars towards
building capacity. This bill will provide jobs in this very difficult
time in our country’s history, and will also allow us to be ahead
of many other countries that are still dealing with the issue of
freight capacity.

There is an article, Mr. Chairman, I would like to also enter into
the record, just talking about the investment of transportation. I
did not want to keep Chairman Oberstar here for a very long time,
but it is in this edition of Newsweek. And I happened to read this
article, it is Newsweek on July 27, 2009 and it i1s on page 13, and
it talked about the need for speed.

It is talking about high-speed rail, but it is also talking about in-
frastructure and capacity. It mentions in Germany, there are $58
billion in subsidies over 5 years in incentives, $58 billion in Ger-
many. And in France, there is a 1,180 miles of track that has been
laid and the train that is the second fastest train in the world, an
investment has been made of $45 billion. Thirteen billion has also
been placed in other countries but it says here as it relates to our
investment it is in the millions.

And I think when we have an industry, such as the freight in-
dustry in moving freight and cargo in our country, willing to put
forth the dollars to increase capacity, then we can definitely meet
them with the two initiatives that I have pointed out here into the
record of the 25 percent tax credit for infrastructure investment
and also making sure that those who put forth expenditures in in-
creasing capacity, that they are incentivized to do so. These are
very rough times. There are a lot of jobs that can be created. It is
green. It is something that we can all embrace on the bipartisan
level. And I can say that both of the incentives that I have identi-
fied here this morning have support on both sides of the aisle, and
it is American. It cannot be outsourced. And it is green. And it is
a beautiful, beautiful piece of legislation.

[Laughter.]

Mr. MEEK. So I am hoping that we can see fit to add this, not
only see this bill move forward but also be added to any legislation
that moves through this subcommittee. Thank you so very much,
sir.

[The prepared statement of Mr. Meek follows:]

Prepared Statement of the Honorable Kendrick B. Meek

Chairman Neal, Ranking Member Tiberi, and fellow Members of the Sub-
committee:

I am pleased that Chairman Neal and Chairman Lewis held the Joint Ways and
Means Subcommittee Hearing on June 25, 2009, to review highway and transit in-
vestment needs. Chairman Neal and Ranking Member Tiberi, I thank you for hold-
ing this Subcommittee hearing today, and allowing me the opportunity to tell you
about my legislation that I filed—H.R. 1806, the Freight Rail Infrastructure Capac-
ity Expansion Act of 2009.

I filed the Freight Rail Infrastructure Capacity Expansion Act of 2009 because I
welcome the opportunity to help our nation mitigate congestion on our highways
and remain competitive in the global market, as well as conserve fuel, reduce harm-
ful emissions, and lessen the costs of highway maintenance. We need a coherent fed-
erallpolicy regarding freight movement in general, and its role in congestion in par-
ticular.

The dramatic increases in the volume and value of goods moved via surface trans-
portation modes over recent decades is evidence of a need for a coherent federal pol-
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icy regarding freight movement in general And its role in congestion in particular.
Arguably, traffic congestion is the biggest problem that faces the nation’s highway
system. Miami is the 8th most congested city in the U.S. The hours of delay per
traveler per year in Miami is 50. Congestion in Florida’s largest 5 urban areas—
Miami, Tampa-St. Petersburg, Orlando, Jacksonville, Sarasota-Bradenton—costs
drivers in those areas $5 billion annually in lost time and extra fuel costs. Most ex-
perts agree that urban road traffic congestion has intensified and becomes more
widespread during the past quarter century.

Many observers are concerned that unless there are significant increases in
freight infrastructure investment, especially investment targeted at bottlenecks, the
transportation network could become inefficient and a drag on the economy. As the
nation faces escalating fuel prices, increasing traffic congestion and an ever-growing
need for more freight transit, railroads will be a major part of the answer. Although
trucks continue to transport about 75% of the total value of shipments in the U.S.,
rail can be seen as an efficient, cost-effective, and environment-friendly substitute
for a good deal of this traffic.

Even though railroads are investing record amounts in capital spending, it will
not be nearly enough to meet expected future demand. A report by the American
Association of State Highway and Transportation Officials (AASHTO) states that
America needs an additional $2 billion a year in rail infrastructure investment in
order for the railroads to maintain market share and meet the country’s minimum
future freight transportation needs.

Our economy cannot prosper if we have a shortage of transportation capacity. Al-
ready, transportation gridlock costs our economy hundreds of billions of dollars each
year, a tab that will only grow if we do not address our transportation capacity chal-
lenges. My legislation is one way to help address this challenge while also providing
a valuable economic stimulus.

For these reasons, I have filed legislation which provides a 25% tax credit for in-
frastructure investments in new track, intermodal facilities, yards, locomotives and
other projects that expand rail capacity. Any and all businesses that make capacity-
enhancing investments, not just railroads, would be eligible for the credit;
i.e.,shippers. A second investment incentive would allow for expensing of all quali-
fying rail infrastructure capital expenditures. This incentive recognizes the ex-
tremely capital-intensive nature of the rail industry, where capital expenditures ex-
ceed 17 percent of revenues.

My bill also requires compliance with federal wage rate requirements under the
Davis-Bacon Act as a condition of eligibility for the tax credit and expensing allow-
ance provided by the bill.

The U.S. Department of Transportation is predicting a doubling of freight volumes
moving across our nation by 2035, and a growing body of government and academic
research shows that if the U.S. economy wants to grow at its current level, freight
transportation must increase3 its capacity. Freight rail plays an important role in
reducing highway congestion. Railroads can move one ton of freight 436 miles on
a single gallon of fuel. One train can take 280 trucks of the road—the equivalent
of 1,100 autos—reducing congestion and pollution while saving energy.

Based on data from a study by the American Association of State Highway and
Transportation Officials, for each 1 percent of long-haul freight moved by rail in-
stead of by truck, fuel savings would be around 110 million gallons per year and
annual greenhouse gas emissions would fall by around 1.2 million tons.

We know that President Obama is all for increased infrastructure investment. We
know from the last Subcommittee Hearing that there will be a significant economic
effect on the transportation network, and the economy as a whole, unless there are
significant increases in freight infrastructure investment, especially investment tar-
geted at bottlenecks.

In addition, we need to reduce the percentage of greenhouse gases. Because rail-
roads are, on average, three or more times more fuel efficient than trucks, and be-
cause greenhouse gas emissions are directly related to fuel consumption, every ton-
mile of freight that moves by rail instead of truck reduces greenhouse gas emissions
by two-thirds or more—without negatively impacting our economy.

I feel strongly that freight rail represents our nation’s best opportunity to mitigate
congestion on our highways and remain competitive in the global market, as well
as conserve fuel, reduce harmful emissions, and lessen the costs of highway mainte-
nance. Add the fact that the railroad industry is committed, and prepared to begin
construction immediately, putting thousands to work within weeks, positively affect-
ing the amount of domestic and international trade capacity within months.

An investment in a rail infrastructure tax credit would be a measure we could
all be very proud of.
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Chairman NEAL. Thank you, Mr. Meek.
The gentleman from California, Mr. Calvert, is recognized for
testimony.

STATEMENT OF THE HONORABLE KEN CALVERT, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Mr. CALVERT. Thank you, Chairman Neal, Ranking Member
Tiberi, and the Members of the Committee. I thank you for giving
me the opportunity to testify before you today.

It is no secret that one of the biggest challenges in this Congress
will be to find necessary revenue streams to pay for investments
in our country to fix the problems we are having in transportation
today. Throughout the country, Americans are well aware that our
transportation infrastructure is directly linked to our nation’s eco-
nomic competitiveness. We know this because our constituents cer-
tainly have told us so, not only verbally but with their pocketbooks.
Back in my own congressional district in California, a super major-
ity of the constituents have voted on more than one occasion to
raise local sales tax revenue and dedicate that revenue to transpor-
tation projects.

Additionally, local governments have imposed transportation
mitigation fees on development of new homes and commercial busi-
nesses. In short, our local communities have been pursuing a wide
range of innovate revenue streams to address transportation chal-
lenges that exist now and will certainly worsen in the future.

Given the broad consensus that existing federal revenue chan-
nels are inadequate to match the transportation needs, I believe
this committee should pursue a wide range of revenue streams.

Today, I would like to focus my comments on the potential bene-
fits of a freight fee, which is by no means a silver bullet but can
certainly provide significant benefits in addressing our nation’s
goods movement challenges.

My congressional district is more than 50 miles from the Port of
Los Angeles in Long Beach. Yet, my constituents see and feel the
impact of trade and the goods movement it brings every single day.
Freight moving to and from our ports and highways, along our rail
lines and at the various places where our roads, rail lines and
warehouses intersect results in overwhelming congestion.

In addition, the growing interaction between commuters and
freight affects them both in equally negative manner. As many of
you know all too well, the challenge posed by movement of goods
is not exclusive to southern California. Gateway communities all
over the nation are experiencing decreased burdens of infrastruc-
ture surrounding air, land and sea ports.

In a proactive attempt to address the freight challenges intro-
duced along with my colleague Jesse Jackson, Jr., the “Our Na-
tion’s Trade Infrastructure Mobility and Efficiency Act,” or recently
called the ON TIME Act, the bill H.R. 947, which was introduced
February 20th of this year, will fund the construction of high pri-
ority transportation projects, which would alleviate congestion in
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our nation’s trade gateway corridors through a dedicated trade-
based funding stream.

Let me explain exactly what the ON TIME Act would do. The bill
directs the U.S. Department of Transportation to designate key
trade transportation corridors or National Trade Gateway Cor-
ridors extending out from every official land, sea and airport entry
in the United States, of which there are 350 in the United States.

Project eligibility under the ON TIME Act would be limited to
transportation projects located within designated National Trade
Gateway Corridors. Furthermore, the legislation limits funding to
surface transportation projects as highway improvements, truck
climbing lanes, truck bypasses, great separations and interchanges
on key freight routes. Publicly-owned intermodal freight transfer
facilities’ improvements for the transportation link, which is out of
port facilities also would qualify as eligible projects within the
boundaries of a port terminal.

The bill grants the project selection authority not to the United
States Department of Transportation or Congress. To ensure all in-
terested parties have an opportunity to engage in the project selec-
tion process, the legislation requires states to seek input from local
governments, transportation agencies, port authorities, regional
planning authorities, as well as public and private stakeholders.

The ON TIME Act also requires each state to establish a process
for rating proposed projects in accordance with the purposes of the
legislation.

The ON TIME Act derives its trade-based dedicated funding
stream through the establishment of a capped nominal ad valorem
fee on all goods entering or existing through the official ports of
entry. The ad valorem fee will be based equal to .75 percent of the
stated value of the shipment, with a cap of maximum fee of $500,
whichever is less.

The money generated by the establishment of the fee will be de-
posited in the National Trade Gateway Corridor fund, which the
ON TIME Act establishes as a separate trust fund account with the
United States Treasury.

The fee established in the ON TIME Act is designed to ensure
that it would be paid by the beneficial cargo owner rather than the
transportation service providers, such as the ship, trucking or rail-
road companies. Additionally, the fee is designed to be collected
and administered by existing Federal Government agencies
through the use of existing forums and processes to the fullest ex-
tent possible not creating additional bureaucracy.

The bill apportions the funds collected by the newly established
fee to the transportation improvement projects within the National
Trade Gateway Corridor in which it is collected. Therefore, all
funds generated from the application of the fee on goods imported
or exported at the Port of Charleston, for example, would be appor-
tioned to the transportation projects within the National Trade
Gateway Corridor designated for the Port of Charleston.

While I remain strongly committed to a number of core principles
contained in this bill, such as ensuring that the collected funds are
spent where and how they are intended and preventing the cre-
ation of any new bureaucracies, I would welcome the insight and
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expertise of all of you on how to help fix our nation’s freight infra-
structure.

I am confident we can all work together to create a solution to
ease the congestion bogging down the freight and the communities
in these gateway communities. And I certainly thank you and look
forward if you have any questions.

[The prepared statement of Mr. Calvert follows:]

Seatiment ol the Honarahke Een Caken
Subsommilies on Select Revesue Meisines
Hearieg on Losg-Tems Firanemg Options Tor the Highway Truest Fusd
Tuly 23, 3ok

Chairman Meal, Fanking Member Titszri and members of the Commigiee, thank yea for giving
me the opporunity to bestily b firee oo al e bearing foday

It"s i secren that one of the higgest challesges this Congress will face is finding e ecessary
fEVErine SIPeais o fuy fir 1he invesiments ouF cxuiry must make in conjunction with the
rezuthorization of the surfice trarspomation bill. Threughow the country, Americans are well
avware that oo transponmion infrastructare is directly linked 1o our nation's evonamie
COmpeLRivenos.

W know this becmes our comsd Buenis have okl us so — ol ooy verhally, bul also with ther
pockelbooks, Back m miy congressional dedn in CaliRorn, & sipirmagenly of sy consdfuenls
tave woiled, oot marne Than one ozasa, i rabse el sakes axes sl dedacile the new fevenue e
transpodtathon peojects. Addiesally, kesl governments Bave imposad irsnsponsation mihgst ks
fiees on the deve loparem of new homes or commercal businesses. In shor, our local
communities have been pursuing o wide-range of innoviriive revens: streams o oddress
iransporiation challenges that exist now and will worsen in the fibere.

Gimven The brossd consensus thal exiding Tedierl mevenue chanmels are madequate 10 malch coar
Iranaporation seals, | belicve this Commilies shoukd persue s wile-range of revenus siress
Tosay, | wioash] hke b0 Focis iy cominenbs on the polemis] Benefis of a reghn S, which s by
e dsaiie & silver Bl b cin peovide signifessd Benefins in addressing oo nalon’s ey
movement challenges.

My oongressional district = more tham 50 miles from the Ponts of Los Angeles and Long Beack,
vel my constitwenes see and feel their impact of trade and 1he goods mevement it brings
everydhay, Freight maoving 8o amd from the poris on our highways, along our il nes, and al tha
varions ples whers oo masds, radl Fnes, and warchoweses imlersec] resulls in overwhelming
eniipertion Inaddition, the g i Hin comrmsiilers and Treighn affiocs them
bl i an equally negative manmer,

As many of you know all 100 well, the goods movernent challenge s ot exclusive po soathem
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freight mfrasiruciure sumounding o, land and = pons.

In 1 proactive sftompl b adkdress the reighl challemges | intredieed,. aleng with my eolleaps
Jews Fackri Ji, Uhe “Uhe Malaei™s Trade lnfrsrniciee, Mobilily, sl EMicency Ad™ o he
DM TIME Act, The bill, H.E. 947, which was milrodued on February J08% of this year, will
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raatiens Erade geteway coridors chrough o dedicmed rade-besed funding streans,

Let me briedly explain im more detail what the 0N TIME Ao would do

Fage 1 &2
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Tz il alirgets the LIS, Departmen of Transparalion 1o dessgnale key Iradi frarspaort ol iom
enirudnrs, of Matonsl Trade Cisteway Comdors, essending o from every official ar, lond ol
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iransparation agemies, pord aulhoriics, regional plinnimg organizainms, a= well as public el
private Freight slakehobiers The ON TIME St also requiris cach stane 1o sslahlish a procas G
raling proposed prajects in sceonlimes with he purgosss of he legislaion

The U0 TIME At derives it oode-besed dedicated funding stream throegh the eqtsblishmsem of
a capped and nominal ad valorem fee on all goods entering and exiting through offical pors of
eniry. The ad valorem fiee shall be equal to 075 percem of the siabed value of the shipment, with
a vap or maximum foe of S50, whichever is les=. The money porensiod by the establishment of
the fizv willl ke ahepusitid it thy “Malamal Trade Gateeeay Cormidor Fund.” which the ON TIME
Act ctablishes s g separate “Trel fund™ sogint within The LS, Treasiiry,

Thee fise pstablished by the O TIME Aot i designed (o eosure that it is paid by 1he beme o izl
corgn owrer, rather than rarsporiation service providers, such os steamship, rucking, or railoasd
companies. Additionally, the fee & designed 10 be oollected and admanistersd by exisiing foderal
povernmen agemeics through the wse of existing forms and processes o the fullest extent
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Thee hill spporions the funds colleced hy the newly establisheal e to Cranmsporiaios

imprev el propedts within the Matkomal Trode Crleway Coeridor in which it was aollected.
‘Therefore, all funds generated from the opplication of the fee om goods imponed and expomned at
the Port of Charkesion, for example, would be apponioned o irmsponaion progects within the
Matinmal Trade Gateway Comidor desigraied for the Port of Charleston

While: 1 remsanin strengly committed 108 numbsr o the corg prnciples. containal i the ball, ssch
as ereapring The collecial Reaals are spint whire aml b they o intendded amal prevenimg the
erenilion of B8y new Ireaieracien, | weleome the inalght sl expentise may of vl live ol oir
nala’s lrelght mastreciune, | am eonfident that i we work together, we can creste real
solations 1o e the congestion hogging doun the freight snd commnaters in our galeamy

COHTHTILIN s,

Thank vou again for allowing me o lestify and 1 look foreand 1o sour questions,

Poga 3 ol ]

Chairman NEAL. Thank you, Mr. Calvert.
The gentle lady from Florida, Ms. Brown, is recognized to testify.
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STATEMENT OF THE HONORABLE CORRINE BROWN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF FLORIDA

Ms. BROWN. Thank you very much, Mr. Chairman. And I appre-
ciate the opportunity to speak to the committee today concerning
the serious need for increasing freight rail capacity in this country.
I want to thank Chairman Rangel for his strong leadership in sup-
port of transportation issues. And I also want to publicly thank Mr.
Oberstar and DeFazio and Mr. Mica for their work and dedication
to develop a surface transportation reauthorization bill. I refer to
Mr. Oberstar as the “transportation guru,” and I think a lot of peo-
ple in this room would agree with that.

The need for additional rail capacity: Congestion has become a
major problem across all modes of surface transportation. Current
trends and studies all suggest a growing congestion problem on our
freight rail network. Since deregulation in 1980, Class 1 freight
ton-miles have increased 93 percent, while miles of track have de-
creased by 40 percent.

The Department of Transportation estimates that the demand for
freight rail transportation will increase by 88 percent by 2035. A
study conducted by the Cambridge Institute found that the cost of
improvement needed to accomplish rail demand in 2035 is esti-
mated at $148 billion in 2007 dollars.

Short line rails are dealing with the same capacity and financial
problems facing the Class 1 rails. Private and government studies
indicate that it will cost $13 billion to bring the national short line
system up to the necessary level of efficiency.

Environmental friendly: You cannot find a greener transpor-
tation mode than rail. In 2007, freight railroads moved a ton of
freight an average of 436 miles per gallon of diesel fuel more than
three times as far as you could move it on the highways. A single
intermodal train can take 280 trucks off the highway, reducing con-
gestion and improving greenhouse gas emissions.

Short lines are also environmental friendly. They use approxi-
mately 184 million gallons of fuel to move 10.6 miles car loads of
freight annually while trucks require 540 million gallons to move
the same freight.

My strong support for a tax credit: My subcommittee has held
numerous hearings on the subject of rail capacity and how to deal
with the expected growth, and we have a very strong support for
a rail tax credit. In fact, the financial segment has expressed a
strong willingness to invest in rail if the rail tax credit was enacted
into law.

Short line tax credits: An extension of the short line tax credit
is a no brainer. It is a system that works, and it will help to im-
prove the ailing infrastructure provisions.

The legislation, H.R. 1789, which a Transportation Committee
member introduced, one, to show that we support it, but also to ex-
press the need for tax credits. Last week, the Department of Trans-
portation had solicitation for high-speed rail in a city, a passenger
rail. The response was $102 billion. Well, we cannot just come up
with those dollars from the Federal Government. We have got to
figure out a way of how we can bring in our partners.

Just last Friday, I took the train up from Washington to New
York. And of course we were on the Amtrak system, but what we
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saw was that we need to fix our bridges, we need to fix our tunnels.
And the tax credit would be one way to bring in our partners.

With that, I am hoping that we would include a tax credit in any
bill that moves. We have a dire need to fund our infrastructure
transportation system. And we know for every dollar, every billion
dollars that we invest in transportation, it generates 44,000 jobs.

Thank you, Mr. Chairman, for giving me the opportunity to
speak to the committee. And one of the things that I have learned
since I have been in Congress, you can get things done if you do
not mind who gets the credit. So I am just hoping that you all will
move the tax credit and the short line.

Thank you.

[The prepared statement of Ms. Brown follows:]

Prepared Statement of The Honorable Corrine Brown
a Representative in Congress from the State of Florida

Thank you Mr. Chairman. I appreciate the opportunity to speak to your com-
mittee today concerning the serious need for increased freight rail capacity in our
country. I also want to thank Chairmen Oberstar and DeFazio for all their hard
work and dedication in developing the surface transportation reauthorization bill.
I refer to Mr. Oberstar as the “transportation guru” and I think a lot of the people
here would agree with me.

Congestion has become a major problem across all modes of surface transpor-
tation. Current trends and studies all suggest a growing congestion problem on our
passenger and freight rail network. Since deregulation in 1980, Class 1 freight ton-
miles have increased 93%, while miles of track have decreased 40%. Passenger
trains are also seeing increased ridership, with demand expected to grow. Amtrak
ridership is at its highest levels since their operations began in 1971, and we will
soon implement High Speed Rail on corridors throughout the United States.

The Department of Transportation estimates that the demand for rail freight
transportation will increase 88 percent by 2035. At the request of the National Sur-
face Transportation Policy and Revenue Study Commission, the railroad association
commissioned an assessment of the capacity of the nation’s rail system to accommo-
date the estimated increase in rail freight traffic. The National Rail Freight Infra-
structure Capacity and Investment Study, conducted by Cambridge Systematics,
Inc., found the costs of improvements needed to accommodate rail freight demand
in 2035 is estimated at $148 billion (in 2007 dollars). The Class I railroads antici-
pate that they will be able to generate approximately $96 billion of their $135 bil-
lion share through increased earnings from revenue growth, higher volumes, and
productivity improvements, while continuing to renew existing infrastructure and
equipment. This would leave a balance for the Class I freight railroads of $39 billion
or about $1.5 billion per year.

Short Line railroads are dealing with the same capacity and financing problems
facing the class I railroads. Private and government studies indicate it will cost $13
billion to bring the national short line system up to the necessary level of efficiency.

There are many reasons why we should look to freight rail as part of the solution
to our transportation challenges. Moving more freight by rail brings with it enor-
mous environmental advantages. In 2007, freight railroads moved a ton of freight
an average of 436 miles per gallon of diesel fuel, more than three times as far as
it could move on a highway. Freight trains also help reduce greenhouse gases. Ac-
cording to the U.S. Environmental Protection Agency, freight trains are cleaner
than trucks, emitting only a third as many greenhouse gases to move the same vol-
ume equivalent distances. And freight rail also helps reduce highway congestion. A
single intermodal train can take 280 trucks off the highways.

Short lines are also environmentally friendly. They use approximately 184 million
gallons of fuel to move 10.6 million carloads of freight annually, while trucks require
540 million gallons to move the same freight. Short lines keep 30 million truckloads
a year off the highway, saving $1.3 billion per year in highway damage costs.

The problem is that railroads don’t have enough capacity to handle the expected
freight traffic increase. Unless that capacity is increased, more and more freight will
have to move onto the nation’s already congested and strained highways.

A 2007 study indicated that $148 billion should be invested to expand the capacity
of the freight rail network by 2035 in order to keep up with demand. Railroads are
already investing heavily to maintain, upgrade and expand their networks—more
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than $9 billion in capital improvements last year. That same study indicated that
the freight railroads could raise about 70 percent of the expansion funds themselves.
But that leaves a gap of about $1.4 billion annually between what the railroads
themselves can invest and what is needed.

One way to help bridge the gap is through a modest program of tax incentives.
Several pieces of legislation have been proposed in this Congress that provides tax
credits for rail projects that add capacity to the nation’s rail network, and I strongly
support those efforts.

I introduced legislation, H.R. 1789 with Transportation Committee Ranking Mem-
ber Mica that would combine both the Class 1 and short line railroad tax credits
and includes fair wage provisions. We introduced this legislation to express the sup-
port of the transportation committee for these valuable and necessary tax incen-
tives.

The incentive could be utilized not just by railroads but also by others who invest
in those projects, such as a shipper who builds a spur to a plant or a trucking com-
pany that invests in an intermodal terminal.

The short line tax credit provision extends the current incentive for short line rail-
roads to invest in track rehabilitation by providing a tax credit of 50 cents for every
dollar the railroad spends on track improvements.

If that money is invested, highway congestion, stress on bridges and transpor-
tation-related greenhouse gas emissions can all be reduced while existing passenger
rail c(i;\pacity for High Speed Rail, Amtrak and local commuter trains can be re-
tained.

As we begin to reauthorize the next surface transportation bill, it is critical that
the need for additional rail capacity for both freight and passenger rail be ad-
dressed. The future of ground transportation is on our rails, whether it is taking
freight off congested highways or moving people on high speed rail corridors.

There is no one solution that will solve rail congestion. However, providing tax
incentives to the Class 1 and short line railroads would allow the government and
the private sector to work together to increase and improve both freight and pas-
senger rail capacity.

With that, I would again thank the subcommittee for allowing me to testify at
today’s hearing and would encourage the committee to include these rail capacity
tax credits in the financing title of the Surface Transportation Authorization Act of
2009 (STAA).

———

Chairman NEAL. That, by the way, is no small matter as you
know, Ms. Brown. I thank the gentle lady for her testimony.

The gentleman from Texas, a member of the Ways and Means
Committee, is recognized.

Mr. Brady.

STATEMENT OF THE HONORABLE KEVIN BRADY, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BRADY. Thank you, Mr. Chairman. First, let me tell you
this is an impressive looking dais, and I like seeing it from this
angle. I think it is important for you to hold this hearing. I appre-
ciate you and Ranking Member Tiberi doing this. Ways and Means
is charged with designing the financing structure to support Amer-
ica’s transportation goals, and we ought to be aggressively engaged
in doing this.

I am a veteran of three highway reauthorization bills. This year,
instead of submitting earmarks, I submitted four key reforms. I did
that because we looked at just the local projects in our district that
totaled $4 billion, and realized that acquiring $10 million of ear-
marks will not move our district toward mobility or for hurricane
corridors or anything we really need.

I wanted to quickly touch on those four reforms. The first one is
the vision. I think we need to call for a new national mobility sum-
mit, bring together the best and brightest state, local and federal
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transportation experts to formulate a new 21st century vision. And
leaders would deliver that vision to Congress by October 1st of next
year. I think we all agree that having a new strategic vision for
transportation ought to include a comprehensive view, rail, barge,
ship traffic, aviation, highways and transit, that integration is the
way mobility works at the community level. It needs to start, the
vision for America needs to start that way as well. I think our vi-
sion has been adrift since the completion substantially of the inter-
state system. Let’s come up with a new one.

The second reform is accelerating projects and saving money.
Congress and the White House, we ought to work together to accel-
erate mobility projects, make more efficient use of federal transpor-
tation dollars by streamlining the burdensome regulatory progress.
We are wasting money and losing time. We learned from the 1-35
bridge in Minneapolis that we can streamline these processes and
still maintain a safe, environmentally friendly transportation sys-
tem.

The third reform is that highway taxes should be spent on high-
ways. We have to do more to ensure that the federal fuel taxes are
not diverted to other non-transportation projects, such as in the
past snowmobile trails, daycare centers and museums. It is unfair
to taxpayers. It shortchanges our transportation goals and under-
cuts confidence in our system. We ought to require that a minimum
of 95 percent of federal fuel taxes be spent directly on highways,
bridges, transit research and the Smart technologies to improve
mobility.

Finally, how do we finance it? Now, I think the way we do it, and
the fourth reform I suggest is to sunset the Highway Trust Fund
in two and a half years. Let’s force Congress to work through a new
financing mechanism for the infrastructure in America. Too often
we kick the can down the road, and we have done that unfortu-
nately on both sides of the aisle. I think we ought to put the pres-
sure on ourselves to develop a reliable and adequate financing
stream to fund a new integrated transportation system. We ought
to explore the traditional financing sources, but we also ought to
look at a new infrastructure tax credit, modeled on Congressman
Meek’s legislation dealing with the Railroad Investment Tax Cred-
it, drawing new private capital to help improve our ports and our
barge traffic, our local roadway projects and our rail spurs and
other investment. I think that could be a key way to bring more
dollars to the problem. And I think, again, the Rail Investment Tax
Credit is so critical because our challenge in the future is not cars,
it is cargo.

The freight rail on our highways is going to be the real problem
America has to face, and I think being able to move some of that
freight onto our rail and barge and other areas is key.

Mr. Chairman, private activity bonds were created in the last re-
authorization bill, capped at $15 billion. We ought to look at how
that tool is working and can it be improved.

And, finally, let’s fix what is wrong with the current highway
funding system. Let’s focus on a new vision. Let’s find the funds
to invest in the infrastructure. I think too often we jump to step
three without doing the first two.

Again, Chairman, thanks for having us today.
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[The prepared statement of Mr. Brady follows:]

Cangressman Kevin Brady ol Teuas
Testinyony before U Committes om Select Revemme Measures
Committes on Ways and Means
July 23, 2009
Hearing an Finoncing Qptieas for fe Highway Trast Faed

Chairman Meal, Kanking Member Tikeri, and Members of the Sob-Committee, [ thank
wau toeday for the opporissity wosit on the ather side of the dins, snd testify on behalf of
A iasue of crtical importance B our nalion:  ranspomalion pedicy relorm.

While the Cosrmities o Trans poration and Infestrocoan has te responsibiline w eneale
aur tramspartation podicy, the Commitiee oo Ways and Means is charged with designing
finamcing structures that support those trassponation geals

A 2 Member of the Commitiee, | stand apen 1o disouss Members' proposals (o improve
Finasazivags, arad will snich briefly upan a few,

Rut firsa, | helieve, we misst set g comprehensive vision for irersponistion refomm,  We
mied bo dbecidie whene we wand i g befone we decide how g gt there.

For T tod lonige, Arwmica’s tansportalsom viswn has beds adnl and we hine Rackad a
goberendt policy.  More tham ever, Amenca is kooking for sobwtions and pow s the time 1o
act.  We nesd a new sirmegic vision for iransportation thst includes a comprebensive
viirw al all midizs:  mill, harpe and ship i, highwass, raesil and avistion.  And we
need an merinn-forcing even o get s i do il

Weither mdividual earmarks, nor a series of tramsfers o keep the highway st fund
solwent, wall lend us mowhere we seed g, Uar cransportaion Syeiem 15 Broken, gl
Aumerica is demanding that Congress get semous aboul sddressing vur crambling
infrastnuciure amd the way we finanoe .

Transportation Reform

As g weberan of three highway resuthorestion bills, this year | chose fo submil four
refonm proposals ruther tham earmarks.

H A Novsanm' Mobdicy Sewmmil
Ta help lawmakers with direction to meet cor growimg mobiality needs, now is the time 10

hring wgether the hest and the brighvest stme, local, and nstinnal cansperintion expens i
[l o mew 217 cenbury vision,  Leaders lrom this cammsl would then deliver o
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siratepy, recommendarions, and measurable peals o Bwmakers and the President by
Ciinber 17 of next year.

2b Acceferarfeg Prafects, Faving Maney

Congress and the White House should accelerate mobiliny projecis and make mane
efficsen wse of federal ranspomation dollars by streamlining the: burdensome regulaiory
andl permitting process.  As we learned from the 1-35W Bridee in Minneapelis, we can
streamline these processes and still mamitain & safe and environmentally frendly
transportation system. State and Jocal governmenis nesd more Pexibility and

nesposibality o designing, permilling and Sonstrucling projeds.
Hr Higfewsy Taves Spent an Hiplnoes

We must do more 1o ensure thal federal fuel axes are not diveried w other nom-
Iransparialion projecls  Somi eslimales say this 15 as kigh as 30 percent. 1L is unfair o
laxpayers and o shorchanges our transporation gaals. Wi showkl requane that, #1 a
manimum, 95 pereent of federal fuel tanes be spem on highway, bridge, ransii, research
ardl sman tezhnalogies that direcily improve meability,

4b Sunvet tlee Mighoway Trast P

The broken Highway Trust Fund i a symprom of & larger challenge: America’s
infrastnecture lpvestments are falling far slon of our pation’s mobilioy needs. Toa aften,
Congress kicks the can down the road and refuses 1o make bard decissans shout the
challenges facing America.

Wi niee 1o foree action.  Congress shoubd sunsaet the Highway Trust Fund on Decembaer
31, 2000, s thear Congress and The White House will Bive 1o et now 16 develop reliable
andl adequate financing to fund & new, integraved transpertation system

Fimancin i

Tradivioially, wi have fisssond Iransporaton and mirasirucnme projects theough federal
fugl tangs, This does not include seate fuel s, which average aroumd 20 cents a gallos
for gas and diese],

Bun as we all are acutely aware, higher fuel prices and a tough economy cver the last year
have led Americans fodrive Tar less. That also means we're collecting fewer fuel taooes
i Tondl infrasiructun: progects — which are smpsariant W our commamnes and 1o our
CCOTHHIE TREONETY,
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As o ressh, last vear, the Highway Trust Fund went broke.  Comgress approved o
uransfer of S8 Bllion from e General Treasury Framdd 1o the Fund, smdd we are fecing the
same dilemma this year as well.  Ower the lonper-term, the picture is very dark:  the
Congressional Hudget Office estimases a shorifall of $73 billkon aver the next five vears
i e slisly exnemd curment D

We must modemize our fmancing teols o suppan o new 217 cenpury transporiaiicn
EETAICEY,

Some of thess sdens may include nllpwing stetes 1o reclaim a greater share of federal fuel
Laxed, erealing an alvastredture Tas Crodil and expassding the usg of privaie sdivity
baods A mtiract more private capital inte all modes of transpostaticn.

The Infrobraciure T Crend

We should explore creating am infrastructure s eredii oo amract mose private capasl ino
transporation, including rail mnd bange capacity, bridgpes, port improvements, mnd local

rozdway projects. A& model for this might be the 23 percent tax credit that Congressman
Mleek has sponsorad 10 ineentl vize compimiss 1o invest in our nation s rail infraseneciure.,

The challenge for the future i=n't cors, it's carge. Expanding our ration's rail, harge, sed
[T CRpACiy 18 Crmieal AT air SEOmHnYy B poing b groee and remain com petine,
Traresporiation experts predict that ULS, freight ionnage will imcroase B percent by 2020,
IFwe don’t plan cormectly, most of that increase will move over America’s rosds, b few
fouet awy o oner cars and tnscks,  Even with expandied hiphwey capeeiny, I'm nal
convinoed our roads can handlke i all. We will still face conpestion, =fety, and
environmeninl challenges.  Increasimg our mil capacity is o crigical pan of the sodmion:
Chae il eamn can take RO rocks ol Tose pogd,  Aondd it cam haal & ton of Greight 473 miles
ofn just one gallon of diesel.

Amzrica”s r Incads koo whal the Tvon: hidds and are already invisting m thisic awm
mirasiructure o record levels — five to six times greater than the average L5
manufsznerer. Hut thet's not enough o meet demand teday or in e funere. And
ralrogads e somawhat unique in e they muost pay for asd maintain their own
imfresstructure.  Both short and bomg:haul railrosds must expand significantly, and are
seruggling o da s, A tax credic can help rsilraads meet that nsing demand, and presem
Ballicns ol tons of niw [eight from overshilming our highweys,

Pl Activity Rovsds
Frivate activity bonds were oreased in the lasi tansporimion authonzaion bill as a iood 1o

Tinange Irarnaportali on progects, up i 515 Bilion,  Inoany losg-term reanthonzation Eall,
we should consider whether to mise this cap. and look w other ways o sirengthen their
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s, il'l.jllll].lllll ihose coilined im ihe Fetmiary HHER Nardama Surinee T atspararion
[T RS A T i Fepr oL o fasfarr & Koo

Conclusd

T'ix ackdress our nnison's irmnsportadion challenges, we must first and foremost fix the
current system,  Transporiation dollars are too often wasted on non-transpostation
priiescts, lost in red 1ape, ar mired in the imequities of the federnl “donor-dones”
allacation,

Sappmd, we mius wiork nonw bo cregie nonew 200 cemdiiny trnnsporation vision that
integrates all modes of tmnsportation,

And then we meed 1o decide how o fund this new strotegy. Toos many laswmakers ane
jumping 1o this third sep without nddressing the first swo critical ores,

M. Chairman, 3, Tiken, Members of the Sub-Committee, | thank you again for the
appartanity fe offer my ideas on fransportation reform, and look forward o comtiniing
aour work an this imporinng issse

———

Chairman NEAL. I thank the gentleman.
And, Mr. Moran, the gentleman from Kansas, is recognized to
offer testimony.

STATEMENT OF THE HONORABLE JERRY MORAN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF KANSAS

Mr. MORAN. Mr. Chairman, thank you very much. I appreciate
you and Mr. Tiberi allowing me this opportunity. I want to speak
to part of what my chairman, Ms. Brown, spoke about earlier, the
Railroad Short Line Rehabilitation Tax Credit.
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The tax credit was originally enacted for a 3 year period begin-
ning in the year 2005 and was extended again by Congress in 2008.
That tax credit now expires at the end of this year, and the gen-
tleman from North Dakota, Mr. Pomeroy, and I have sponsored
H.R. 1132 to extend this credit for an additional 3 years.

The importance of the short line railroad industry is in who and
where they serve. America’s 500 short lines operate nearly 50,000
miles of track or almost a third of the national railroad network.
For large areas of the country, and particularly for rural areas like
Mr. Pomeroy’s and mine, short lines are the only connection to the
national railroad network. For the small businesses and farmers in
those areas, the short line’s ability to take a 25 car train 75 miles
to the nearest Class 1 railroad interchange is just as important as
the Class 1’s ability to attach that block of traffic to the 100 car
train moving it across the country.

My Kansas grain farmers cannot make the journey to the export
markets in the Gulf without Class 1 railroad service, but they can-
not even start the journey without the short line service. And short
lines do not just serve rural areas. Indeed, every member of this
subcommittee but one has one or more short lines operating in
their congressional districts.

The majority of short lines are created by entrepreneurs who
purchase the marginal or money-losing lines of Class 1 railroads.
Much of the track would have otherwise been abandoned and most
of it could not justify much of an investment by the previous own-
ers. To smaller, local businesses, short lines have been very suc-
cessful in turning these into profitable lines on a profit and loss
basis, but they serve such small customers that do not ship much
volume, so it is difficult for them to fund the enormous cost related
to deferred maintenance.

Today, short lines reinvest on an average of 30 percent of their
annual gross revenues in repairing and upgrading their infrastruc-
ture. Even with that, government and private studies indicate that
unmet infrastructure needs on all U.S. short lines run some place
between $10 and $13 billion.

The Short Line Tax Credit provides 50 cents for every dollar the
railroad invests in track rehabilitation up to a credit cap equal to
$3,500 per mile of track owned by the company. It has leveraged
hundreds of millions of dollars of private investment in vulnerable
railroad infrastructure. The National Railroad Tie Association esti-
mates that the credit has allowed the short lines to purchase and
install 750,000 ties a year over and above their normal purchases.

Let me give you a couple of important reasons for extending the
Short Line Tax Credit. First, the primary beneficiaries of the tax
credit are not the short lines, they are the railroad shippers. They
are their customers. When the short line railroad upgrades track,
those shippers receive faster, safer and more competitively priced
services. Most important, they can utilize the newer, heavier long
load railroad cars that are becoming the standard for Class 1 car-
riers. The heavier cars require a much stronger track structure.
And if the short line track is not upgraded to handle them, the
shippers must send product by truck to the nearest Class 1 rail-
road.
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Attached to my statement is a sampling of testimonials from
shippers that speak to the benefits. And I hope that members will
take the time to briefly take a look.

Also, in today’s recession, short line rehabilitation creates jobs
and does it immediately. Most short lines do not have the in-house
manpower to undertake rehabilitation projects and must hire con-
tractors and laborers to do the work. Short lines are constantly in-
stalling new rail, ties and ballasts, the amount limited only by
funding availability. If extra work becomes available tomorrow, the
work gang that is currently installing ties and rail between mile-
post A and milepost B will be hired to keep going to milepost C
because virtually all short line capital investment is made on exist-
ing company-owned rights away, there is no regulatory or environ-
mental delay. There is an immediate benefit.

When the tax credit was originally introduced, it attracted 268
cosponsors, a widely supported piece of legislation. As of today,
there are 120 cosponsors to Mr. Pomeroy’s bill, H.R. 1132, and we
are collecting more each and everyday. I hope you will include this
measure in whatever legislation is available as a vehicle before this
tax credit expires at the end of the year.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Moran follows:]

Prepared Statement of The Honorable Jerry Moran
a Representative in Congress from the State of Kansas

Chairman Neal, Ranking Member Tiberi, and Members of the Subcommittee, I
appreciate the opportunity to speak on behalf of the short line railroad rehabilita-
tion tax credit. The tax credit was originally enacted for a 3 year period beginning
in 2005 and extended for two more years in 2008. The credit expires at the end of
this year and Congressman Pomeroy and I have sponsored H.R. 1132 to extend the
credit for an additional 3 years.

The importance of the short line railroad industry is in who and where they serve.
America’s 500 short lines operate nearly 50,000 miles of track, or almost a third of
the national railroad network. For large areas of the country and particularly for
rural states short lines are the only connection to the national railroad network. For
the small businesses and farmers in those areas, the short line’s ability to take a
25-car train 75 miles to the nearest Class I railroad interchange is just as important
as the Class I's ability to attach that block of traffic to a 100-car train moving across
the country. My Kansas grain farmers cannot make the journey to export markets
in the Gulf without Class I railroad service. But they can’t start the journey without
short line service.

And short lines do not serve rural areas exclusively. Indeed all but one Member
of this subcommittee has one or more short lines operating in his or her district.

The majority of short lines are created by entrepreneurs who purchase the mar-
ginal or money losing lines of the Class I railroads. Much of this track would other-
wise be abandoned and most of it could not justify much investment by the previous
owners. As smaller, local businesses, short lines have been very successful in turn-
ing these into profitable lines on a P&L (Profit and loss) basis. But they serve small
customers that do not ship in volumes large enough to fund the enormous cost of
eliminating this deferred maintenance. Today, short lines reinvest on average nearly
30 percent of their annual gross revenues in repairing and upgrading their infra-
structure. Even with that, government and private studies indicate that the unmet
infrastructure needs on all U.S. short lines run between $10 and $13 billion.

The short line tax credit provides 50 cents for every dollar the railroad invests
in track rehabilitation up to a credit cap equal to $3,500/mile of track owned by the
company.

It has leveraged hundreds of millions of dollars of private investment in vulner-
able railroad infrastructure. The National Railroad Tie Association estimates that
the credit has allowed short lines to purchase and install 750,000 ties/year over and
above their normal annual purchases.

L(iet me give you a couple of important reasons for extending the short line tax
credit.
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First, the primary beneficiaries of the credit are railroad shippers. When their
short line railroad upgrades track they receive faster, safer and more competitively
priced service. Most important, they can utilize the newer heavier load railroad cars
that are becoming the standard for the Class I industry. These heavier cars require
a much stronger track structure and if the short line track is not upgraded to han-
dle them, the shipper must sent his product by truck to the nearest Class I railroad.
Attached to my statement is a sampling of shipper testimonials that speak to these
benefits and I hope Members can take the time to briefly review those statements.

Also, in today’s recession, short line rehabilitation creates jobs and does so imme-
diately. Most short lines do not have the in-house manpower to undertake rehabili-
tation projects and must hire contractors and laborers to do the work. Short lines
are constantly installing new rail,ties and ballast, the amount limited only by fund-
ing availability. If extra work becomes available tomorrow, the work gang that is
currently installing ties and rail between milepost A and B would be hired to keep
going to milepost C. Because virtually all short line capital investment is made on
existing company owned right-of-way there is no regulatory or environmental delay.

When the tax credit was originally introduced it attracted 268 co-sponsors. As of
today we have 120 co-sponsors on H.R. 1132 and are collecting more each day. I
hope you will include this measure in whatever legislative vehicle is available before
the credit expires this December.

——

Chairman NEAL. I thank the gentleman. I believe there are no
questions of this panel, but we are going to recognize now Mr.
Blumenauer and then Mr. Pomeroy for statements.

Mr. BLUMENAUER. Thank you, Mr. Chairman. And I deeply
appreciate your leadership in convening yet another one of these
hearings that are so important for our committee. This, as you
know, has long been an interest of mine. As I listened to our col-
league, Mr. Brady, I agreed with the points that he brought for-
ward, but I do feel that we already have the vision that he is talk-
ing about. This has been created, and we are going to hear from
witnesses again today, that will talk about the vision for the trans-
portation system. We have heard from Mr. Oberstar and Mr.
DeFazio about what their weaving into it. I think there is an
emerging consensus about the vision for transportation.

And I could not agree more about the notion of having more
value in the system. But, again, here there is no need to delay to
understand how to get more value out of each dollar.

Our former colleague, Secretary LaHood, and I spent two days in
Portland earlier this month where people were brimming with
ideas about how to squeeze more out of each dollar, streamline the
process, and we will hear more about that today.

It does require at the end of the day more money. And I appre-
ciate what our friends are saying about the rail tax credit. I co-
sponsored it before, I will cosponsor it again. I think they are right
on. I think the potential of a freight fee ought to be explored.

And Mr. Calvert mentioned what local communities are doing.
And as I have been working on this issue around the country, I am
struck that local communities are far beyond Congress. They are
stepping up, they are raising property taxes, they are raising sales
taxes, even in difficult times, to move forward.

And we do not have to repeal the gas tax to create a crisis for
Congress to act. We have had testimony, Mr. Chairman, and again
I appreciate your doing this, where people are talking about the
crisis right now. We do not have enough money to even fund our
current inadequate transportation system. And, as Mr. Mica point-
ed, we are in a downward cycle in terms of what is going to happen
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with greater fuel efficiency, electric cars, hybrids, the Highway
Trust Fund is in a death spiral.

I think it is very clear what we should be doing, and I think our
witnesses today have given us good advice. We ought to adjust the
transportation funding sources for inflation. We ought to look at
new sources. I am pleased that I was able to get into our cap and
trade legislation before it left the House, something that is going
to be in the neighborhood of $40 billion that will be used to green
the transportation infrastructure.

But I would call particular attention, Mr. Chairman, to legisla-
tion that I am dropping today that would extend the demonstration
project for Vehicle Miles Traveled, a user fee that is much more ef-
fective than the gas tax. When the gas tax was originally enacted,
it was a very good approximation for road use. It no longer is a
good approximation for road use, and it is becoming more and more
inaccurate over time.

You are going to hear from one of the witnesses today about an
experiment we have done in Oregon where people have voluntarily
decided they will pay at the pump based on miles traveled, not gal-
lons used. And you will hear that it has been successful. We have
got the technology. People, when they understand it, feel com-
fortable with it.

And it has the potential of dramatically expanding what we can
do not just to raise revenue in a more equitable fashion, by people
who really use the system, it can be used for truckers, it can be
used for motorists. We can add into this more benefits for users of
highways that can streamline their process in terms of not just
how they pay for it but parking, tolling, actually some things that
could affect how they get access to the roadways. I have legislation
that would extend the pilot project to every state in the union so
people will feel comfortable with it.

They will understand how it works, will benefit from it because
every single expert witness that we will hear from acknowledges
that unless we fix the system, the wheels fall off, as Mr. Mica says.
We have to have something akin to a real user fee. And, finally,
that is going to get the support we need for the additional revenue.

President Eisenhower and President Reagan understood a user
fee made sense, and they supported actually increasing those user
fees, like the gas tax. I think it will give us a broad base of support
to move forward. I appreciate the courtesy in making some brief
comments, and look forward to working with the committee on fol-
lowing through with this.

Chairman NEAL. We thank the gentleman. The gentleman from
North Dakota, Mr. Pomeroy, is recognized.

Mr. POMEROY. Thank you, Mr. Chairman. I will be very brief.
I want to first of all commend my name sake, Congressman
Blumenauer, the Earl part, he is really one of the visionaries in
Congress, not just on this committee but in Congress, on infra-
structure. And I am very pleased, Mr. Chairman, that you are
holding this hearing and you have held other hearings, giving us
an opportunity across the committee to begin to catch up a little
bit on the learning curve given the difficult decisions that are in
front of us.
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I want to speak not on grand vision but really on a very specific
point, and that is the need for continuing the Section 45G Railroad
Track Maintenance Tax Credit for short line railroads. I commend
Jerry Moran, it has been my pleasure to work with him from the
time we initially passed this tax credit, because our areas represent
vast areas producing bulk commodities and yet we have had the
main Class 1 railroads basically diminishing their service areas,
identifying central track and leaving others, in ways that do not
comprehensively serve the market needs of the agriculture districts
we represent.

Well, I note that while the short lines are particularly important
to areas like Congressman Moran’s and mine, they are also playing
a role in metropolitan and more heavily developed areas, including
the chairman’s district, the ranking member’s district, and are real-
ly found throughout the representation of Congress.

A couple of problems: The assets acquired really require some in-
vestment. We are all familiar with the notion of hand-me-down
clothes. Well, they have got hand-me-down track, and it takes some
investment to bring it up and that is especially true in light of the
second feature these days. They are often having to run unit trains,
which have much heavier trains than the track was initially de-
signed for. So not only do they have dated infrastructure, they have
got to bring that infrastructure up to what 21st century transpor-
tation needs are, and that is a tremendous investment.

These are pretty small scale economic entities. Without the cap-
ital wherewithal to really make the investment. So, we have found
that a tax credit has worked very well. My friend, the Chair, has
noted the role of the tax credit in leveraging infrastructure invest-
ment. We have got we think at least two to one leverage, for the
tax credit we get an equal amount of private capital. In Congress-
man Moran’s district, there is some representation that the dollar
of tax credit has leveraged $7 of private capital. That is a pretty
efficient way to address what is an undeniable infrastructure need
relative to short line railroad.

I have a statement, Mr. Chairman, I ask that would be included
in the record. Again, I commend Congressman Moran for his lead-
ership in this area. I so appreciate the work of Chair Brown on
helping us along on this one, and look forward to the work of this
subcommittee, Mr. Chairman. Thank you.

[The prepared statement of Mr. Pomeroy follows:]
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CONGRESSMAN EARL POMEROY

Committee on Ways and Means
Subcommittee on Select Revenue Measures
Hearing on Transportation Member Bills
July 24. 2009

I thank the Chairman of the Subcommittee on Select Revenue Measures
for holding this hearing on a subject of great importance to the well-
being of transportation in North Dakota and across the United States.

I am especially pleased that my colleague Representative Jerry Moran is
here to testify before the Subcommittee about the importance of short
line and regional freight railroads and the benefits that they provide to
farmers and natural resource producers in my state as well as 13,000
railroad customers in 48 other states.

I have been pleased to work with Rep. Moran & on this issue since 2003
and appreciate his leadership and dedication to the short line railroads
across the nation and the important connections that they maintain
between our rural communities and the Class I railroads.

I look forward to working with you, Mr. Chairman, and Chairman
Rangel on ensuring the long-term viability of federal transportation
programs by providing incentives to invest in this infrastructure such the
Section 45G railroad track maintenance credit.

The tax credit has encouraged short line and regional freight railroads to
restore and to improve 50,000 miles of railroad track that otherwise



54

would have been abandoned. While most short lines serve rural areas,
they also play a critical role in metropolitan and more heavily developed
areas like the districts of the Chairman, the Ranking Member and
hundreds of other Members of the body.

The challenge that most short line railroads face is two-fold:

o First, these railroads have acquired assets that require them to often
reinvest 15 percent, and in some cases over 30 percent of their
gross revenues just to keep their trains on the rails. In hundreds of
cases, these railroads cannot close the infrastructure gap.

e Secondly, the railroad industry has changed dramatically since the
1980s when hundreds of short lines were originally created.
Today, “unit trains” of 60 or even 100 cars are now the norm for
grain and oil from North Dakota. Not only are these trains longer,
but they are heavier — using the newer gencrations of 280,000~
pound cars which quickly wear out the lighter infrastructure on
short lines. While increasing freight volumes on short lines is a
good thing, increased volumes in heavier cars often wears down
the infrastructure faster than available capital budgets can keep up.

The original Section 45G railroad track maintenance credit expired in
2007, but was extended at the end of last year. The credit is set to expire
once again at the end of the 2009 tax year. With Mr. Moran I introduced
H.R. 1132, which is currently co-sponsored by over 120 of our
colleagues — a number that continues to grow toward the 248 cosponsors
of this bill in the 110™ Congress.

Each year Section 45G helps support over $330 million in infrastructure
investments on short line and regional railroads by providing a

maximum of $165 million in investment credits. This credit encourages
small railroads to partner with railroad customers and suppliers to make
infrastructure investments. In Rep. Moran’s Kansas the Section 45G tax
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credit for short line railroads got a 7-for-1 return on the value of the
credit.

As short line revenues have fallen with the economy this credit has
become an even more important part of upgrading small railroad
infrastructure, Customers like the cement and lumber industries have
fallen on hard times as has our manufacturing base. But these industries
will come back, and our railroads must be ready for the recovery.

In North Dakota, Dan Zink of the Red River Valley & Western Railroad
has often spoken to me of the importance of short lines to our North
Dakota communities and businesses. For example the railroad has used
the credit to replace light & track that can take heavier loads enabling
a local gain elevator in Edgley, ND to expand their facilities.

The 435G credit is a great example of this committee’s ability to create
innovative infrastructure funding techniques.

——

Chairman NEAL. Without objection, your statement will be in-
cluded in the record.

And if Mr. Meek would like to talk about his beautiful initiative.

Mr. MEEK. No, everything is beautiful. I am from Florida. But
let me just say, Mr. Chairman, in response to my colleague Mr.
Blumenauer, who I have a great deal of respect for. In my 14 years
of public service, I can count on one hand the people I have served
with that have a true legislative mind focused on solutions. When
I was in the Florida Legislature, there was a member, and Chair-
woman Brown may remember this person, his name is Alzo Redick,
serving out of Orlando. We had a great debate on the floor. He
stood up and said to all of the members, “Listen, people did not
elect us to describe the problem but to be able to find solutions to
the problem.”

I want to thank you for identifying the green initiatives, and co-
sponsoring the legislation. But, the freight rail companies have put
forth 17 percent of all revenues towards rail infrastructure and
they are required through federal legislation to deal with the safety
crossing, and that creates jobs. That is the reason why I am sup-
porting this bill strongly because I want to create jobs not only in
Florida but also in the Midwest. And you know, Mr. Chairman, the
train leaves the station and Midwest and rural communities and
coal land and all of those areas are left behind.

Our discussion here today is very fruitful. I think it is important
to note that the policy that has been put forth by the committee
of substance, from the Transportation Committee, it all goes to-
ward incentivizing those U.S. companies, U.S. jobs and creating
those jobs in this recession. And in some parts of America, whether
urban or rural, there is a depression because no one is providing
these jobs.
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So, Mr. Chairman, you know that we will continue to discuss
this. I want to thank you for allowing me to testify today.

Chairman NEAL. Thank you very much. I want to thank the
panelists. And if there are no questions, we will let them move
along. And we will call up our third panel.

First, let me welcome back to the subcommittee Roy Kienitz, the
undersecretary of policy at the U.S. Department of Transportation.
Next, I am pleased to welcome Mr. Peter Picknelly, the president
of Peter Pan Bus Lines in Springfield, a continuing generation of
successful businesspeople and also most benevolent to many causes
in and around the Springfield area and a great employer in our re-
gion. And he is here on behalf of Peter Pan Bus Lines, a member
of the American Bus Association board of directors, and also I
think he has brought his daughter to Washington to do a great
tour afterwards. And we are delighted that he is here as well.

We would also like to recognize Mr. Robert Darbelnet, the presi-
dent and CEO of the American Automobile Association, or AAA, as
it is well known. We also want to welcome Mr. Wick Moorman, the
president and CEO of Norfolk Southern Corporation, testifying on
behalf of the American Railroad Association.

And, finally, we will hear from Ms. Barbara Windsor, the presi-
dent and CEO of Hahn Transportation in New Market, Maryland,
who is testifying on behalf of the American Trucking Association.

Let me recognize Mr. Kienitz for his opening statement.

STATEMENT OF THE HONORABLE ROY KIENITZ, UNDERSEC-
RETARY OF POLICY, UNITED STATES DEPARTMENT OF
TRANSPORTATION

Mr. KIENITZ. Thank you, Mr. Chairman. It is good to see the
members again to discuss this important topic. Thanks for having
us again. I will try to be mercifully brief. Our approach to this
issue I think is to begin with first principles, which is what are the
objectives that we want the system for transportation investment
to achieve, and the ones that the Secretary has been articulating
I think are reasonably clear. We want to enhance the economic
competitiveness of the country, create the safest transportation sys-
tem we can have, deal with the environmental impacts and create
an environmentally sustainable system, and really invest in com-
munity livability as much as possible. Those are sort of the four
main points that we see as the organizing principles.

The reauthorization is really an opportunity to re-examine the
structure on the revenue side and on the spending side, with the
principal question being: Are we collecting revenues and spending
revenues in a way which has the greatest effect in enhancing our
ability to achieve those goals?

We have a system now whereby the costs that occur to con-
sumers are largely not frankly on the tax side. The federal gasoline
tax of 18.4 cents is of course on a worldwide basis not particularly
high, but there are very high costs which occur to families on their
private expenditure side, car ownership, car insurance and other
things. So one of the things we want to look at is not just the abil-
ity of investments made with government funds to deal with sys-
tem issues but also their ability to deal with family issues, access
to jobs, family expenditures, things like that. So we want to be able
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to look at the question of how we are managing costs in the aggre-
gate, not just on the government side of the balance sheet but also
on the family and business side of the balance sheet.

You want a system obviously that is in a state of good repair.
That is something that Mr. Oberstar has emphasized and that is
an emphasis with which I think it is impossible to disagree. There
is a long way to go there. I know that many of the state DATs have
put increasing emphasis in the last decade into really trying to put
their money into state repair programs, and that has shown some
benefit over time, but I think we all recognize that a lot more effort
needs to be made there.

And, finally, a third point also emphasized by Mr. Oberstar and
the members of his committee, is the performance of the system.
Congestion is obviously an indicator of that but there are many
other performance indicators that we want to look at, and that is
community quality of life, environmental outcomes as well.

So, the principles that we would apply to looking for or exam-
ining any proposal for financing a system is, one, is it adequate to
meet a level of need that the country has, just in terms of sheer
size. That is an obvious question. Second, and this is something
that has already been alluded to, is the system sustainable over
time? I have certainly been in this business for 20 some years now,
and I remember every year people come and say, “Well, everyone
is about to drive electric cars, and there will not be any more gas
tax,” and for about 19 of the last 21 years, that has not been true,
and now all of a sudden actually it is starting to be true. So the
long-predicted flattening out of revenues from the gas tax is actu-
ally now occurring. The recession is obviously a big piece of that
in the recent run up in gas prices. But underlying that, you have
a long-term flattening out in the ability of that tax to generate crit-
ical revenues and that is obviously a real issue.

Third, the funding system that we adopt, should contribute to
the idea of intermodalism or multi-modalism or flexibility. I am
very encouraged by the level of support that we saw in the previous
panel for freight transportation financing systems, be it container
fees or other types of things. I think those get at very important
sets of problems, but one of the difficulties we have in this trans-
portation financing and funding system is the degree to which both
the revenue and the expenditures are sliced up into little pieces.
We have transit funds. And we have highway funds. And we have
bridge funds. And we have rail funds. And we have air quality
funds. And we have environmental funds.

And each of those separate little pieces constrains the ability of
the people who are trying to manage that system on a day to day
basis to actually address the high priority needs, and that bal-
ancing act becomes harder. So even though that might be an effec-
tive way to generate revenue to do some important projects, I think
stepping back, our goal would be a system in which whatever rev-
enue is collected is more broadly available so that the folks in New
York City are going to spend it frankly in a dramatically different
way than the rural areas. So that is the sort of flexibility we think
will be most effective.

A fourth principle is the system we have now started out, as Mr.
Oberstar mentioned as being really about a set of national needs
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and slowly over the years has turned into a program which does
not focus very much on national needs and responds to a lot of local
and regional desires. And that is not inappropriate, but I think we
have gotten to the point where we do not really have an articulated
set of national goals, and we do not have a program that is built
around trying to achieve those goals. The financing system should
hopefully, in our view, come back to that.

And, finally, whatever amount of money is raised through the
system, it is going to be a limited amount of money. Given that,
we need to do the best we can to make sure we are designing and
selecting really the best projects out there. The state of the art, cer-
tainly on the maintenance side, has improved the technical systems
that the states mostly use to design and select state of good repair
projects have become very good. I think there is still a lot more
learning to be done when we are talking about big capacity en-
hancement investments, be it on high-speed rail or highways or
freight projects. That is going to be an area of focus for us.

Obviously, many suggestions have been made by the two financ-
ing commissions and by various members of this body and folks
around the country about how to generate revenues for the system,
and in particular how to generate revenues that are well above the
revenues generated now. We obviously are looking at those. We are
aware of a lot of them. I do not come to you today with a proposal
or a particular area of support. I think the view of the Administra-
tion has been that that is a tough nut to crack and may take some
time to do it well. And for that reason, we are supporting an exten-
sion of the program at the current funding level. But, obviously, we
will be happy to work with this committee and all the Members of
the House on these issues as we go forward.

[The prepared statement of Mr. Kienitz follows:]
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STATEMENT OF
UNDER SECRETARY FOR POLICY
LS DEPARTMENT OF TRANSPORTATION
ROY KIENITE

BEF{HLE THE
COMMITTEE O8N WAYS AND MEANS
SUBCOMMITTEE ON SELECT REVENUE MEASURES
LS HOUSE OF REFRESENTATIVES
JULY 5, 2009

Chairman Meal, Banking Menher Tikeri, and Memvhers of the Subcommities:

Thank you For inviting me o appear befone wou taday o discuss king-term financing
apliors for the Highway Trust Funde

| agpearad betfore you & month ago to discuss the shon-run problems facing the Highway
Trust Fund; tday 1 would like o Faeus more on poset of guiding principles for evalunting
the bang-term opisans for Funding the Highway Trust Fund.

The principhes that shouhkl be reflected in a king-term plan for fmding the serface
Transparlalin sy stem Begin with cur goals For the Iransportation system. We want &
teanspartatien system that will enbance the Mation's sconomie competiliveness, improve
transpariation safety, improve energy effickency, and enhnnee livability, We need 2
transpariation funding system that will suppoet the achievement of these goals.

Im the Do rung done of our key goals is o increase the economic compeitiveness of our
Matian by irvesting mose agznessively m our Dulure, Just as past gonerations boill th
transeeniimntal saslroad. the Ere Carsal, and the Invesstane Highway Sysiem, so our
generstion must beild the rranspomation infrastrcoare that our Nation will need in the
21* Century, Enhnncing par sconmmic compeliliveness Tequires o fransponiion system
that reduces costs and is mone relinhle for hoth passengers and businesses. We need a
transpariabion system that achieves a state of good repadr and that achseves a high level of
perlormance. Increasang thi soonomic competitiveness of cur Iranspaociation system will
also peguire s o targel our isvestment mone carefully by using the et analyisal 1ools
wvailable,

We also nead o make sure that our invesiment allows us i begin making progress on
halting the seemingly inesarable growth of greenhouse gases inoour atmesphere, and that
means reducing the carbom footprint of the Mation’s iransportation system. Aboul 2B
prioreael Gl the preenliou s gases pemerated in the Uisdled States are stinbutable 1o
iransporiation, se we nesd o build a more energy-cificin transporation sysiem, We
nieed 1o hisild 3 sustainable meodel for transpartation in the )® Century, bailt on cleaner
emergy ond reduced environmental costs.
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We nlso peed o make sure that owr transporation investment enhances the lvahility of
ot cosnmumilees. W need o buik] a irassportation system thal gives our cilizers the
choices they wari = to get 1o their destinations hy the transporistion mode of thedr choiee,
whwether that is driving, or public transporation, or bicycling, or walking. Whin people
chooese public transporimion, we need oo make sure that intermodal conmections ore sale
andl wirsy — lrom tramsit W milerciy rail, from transil g oair, and from haghways o iramsid
We need o makoe sure thet the mnspomation sysben doessn 1 impese excessive external
costs on our local communities. We need o make s bat Americans, whether they live
in urhan arens or rurel srens, have pecess woour bus, mil, snd aviotion syssems that is
cost-effective For users and seciety as a whole. W need 1o inbegrme our planning
presesses for iransporation, lend uee, and hosing so thar we build commusites where
cur transporiation systems and kand use patterns are made for each other.

In crder 1o achieye these goals, we need a system of transportation funding that is hoth
adequang o addnzes the nea®s of the Manes's ecosomy and susairalbe with respect 1o
changing scomomic circumsiances. Transporiation patierns will change. Prices of fuel
will msg and fall, Mew techmologies will emenge. W need & robust irrsporialicn
funding system that cam condinee o genemie the revenues we nesd in spile of changes in
the ervvironmeent within which thir Irssmaponialson syslem operalis=,

Wiz gl mend o transportation funding syalim that is Dexible with respect o e surlace
transpanition needs it con suppart. Al the serfbee mansponation msdes make an
important contribagion o meeting the Malion's surface rmmsporation needs: we need o
furding system thi can meet the funding needs of all these modes. We need 1o e able
o invest in the kinds of tramspertatson infrastruciore that will meet the Mation’s
ohjectives of safery, econmimic competitiveness, energy efficiency, and livability. A
transporiation fanding system that & restrictied 1o fonding only certain kimds of
eransponiaticn canmod meet these reeds efficienly,

EMSURING THE ADEQUACY OF SURFACE TRANSIOETATION FLUNRIMNG

T T primeipde Goo funding the surface trassporation syssem s that tee funding sysiem
ke ndequate 1o address the needs of the Mation's econamy.  There is considerable reason
o b leve thal our gurment Tersding system 15 ol sciquats W our meeds,

In s respicts, the natsm s invertory of rsds, bridges, amd mmsil sysiems has sieadily
improved. Oner the past ten years, we have expanded our kighway netaork by more then
S0, MR miles, enough bo cincle U globe mom: than theee times, and the numiser of route-
miiles of transit systems his inereased by 44,000 miles, The percentage of miles mraveled
that is on highways in gomd condition has incresed from 39 percent @ 47 peroont; the
prereemtipe of hridges that are sinectarally deficiem or funstionally obealete hos declimed
from 32 percent in 19998 12 27 percent in 2005, and the average condition of the Mation's
transil bases has isproved fram 294 10 300 (30 = "fair"),

S0l there s much work g0 die We need 1w brng oer Makons highways, bridges, and
transil systems up to a state of good repair, both 1o improve safety and o enhance
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eoonomic competivensss. Ahout 33 percent of highway miles moveled ane on roads that
are in bess than “goed™ condation. Almost 30 percent ol our bridges. ane strocturally
deficient or fimctionally ohsolete. Alnwost 22 percent of oar transit bases - and 32
prervrs o our ransal ral cars — ane oaer-agoe, while Y6 percent of aur ramsil bos Gicilities
and &4 percent of our traesit mill facilities are in less than geod condition. We don't even
kmaw the condition of our radlroads and ports, becuese we don’t gather any data an that in
a svslemalic way.

FROMOTING SUSTAINABILITY OF THE TRANSIORTATION FUNBIMNG
AYSTEM

The fursding system for surface transportation must not anly be adequate; /@ maost alss be
alhe no sustain b appropeiate bevel of fuesding m b presence of fusl prsce and
technalogy changes. Serious concerns have been raized aboan the ability of the Fuel tax b
suppt cven currenl Fundimg raguoreenmls, The Matknal Sorlace Transparlalicon
Infrasiruciure Financing Commission, authorized m SAFETEA-LU by this Commdiies,
o ludiad that smprovements in Tuel economy threston the sustainability ol transpar
funding. The Depariment of Energy forecasis thi the overage fuel economy of the LL5.
wvehiche et will mse lrem 2004 miles per galbon (MPG) in 20089 10 289 mpg in 20530,
The Admimisirmiion esiimasies ihai chis will resuh in 2 stream of feel i revenses tha
grony in nominal b but falls imoneal, mistioeeadjustod wrms. The Financing
Cvmmissis, however, belisves thai this forecast could well undersinie ihe aciunl
inerease in fuel effciency. 1T fuel prices morease more sharply than expected. or il
vehicks sechimolngses (such as ahiemative fugls and baitery vechnologies) change more
quickly than expected. ar if concerns abod plobhal wamming become more compellimg,
effiorts o imgronve feel efficiency could reduce feed iy reveniss faster than currenily
forecast. The revenue generated by the fuel tax is valnerable to thes: changes im fizl
preces, sehiadogy, and environmental condeme. We will probably nead a mare diverse,
flexible funding sy=tem 1o enbance the sstainability of our surface transportatson
fursding svstem

THE FLEXIBILITY OF THE TRANSPIRTATION FUNDING 3YSTEM

Melering the Mavion’s peals of imgreaving aeonoenic compeilivenese, incrssmg Nl
efficiency, and enhancing safety ond livahility will require a surface transponaison
Tuning system thal is adaptable o whateyer modes of ransporiation are best suited b
mieeting these ohjectives. We nead o be able to direct infrastructure investmen oward
raill and port and bacyele progects as well as highway amd Irmsil projects. One weakniss
of the fleeld tax is that, because it is paid by only one mode of ranspomation, o inevitnhly
creates pressures i spend nevenues only on thal mode of transportation. While 1t can be
argued that expendinges o other modes diven e from highways and thus hensiln
brighway users, and that expenditures on less environmentally damaging iranspostation
mnodes rediies the snvironsental ivqaet of the irsespenaton sysem, the benefits of theee
policies are difficult to quantify and therefore will inevsably be debaled. Looking ahewd,
s vl peed 1o cosslder hisw o make our sysem for Anancing of transponation
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investment betier suived 1 meeting the Mation's abjectives of economic compelftivensss,
energy efliciency, and livability.

THE FUNDING SYSTEM MUST SUPFORT IMPORTANT SURFACE
TRANSPORTATION REFORMS

Owr approach to achieving thes: nabional ansportation geals of economic
coanpelintivences, safety, encrgy cfficiency, and livabiliny relies on several key sortegies,
and it is imporant for our funding sysiem to sapport these simlegies.

Firsd, because ccomamic competitiveness is sach a compelling chjective for our surface
trapsporialion systemy, il is imporiant for thal system e be designed to address. nabional
reds for an effichent 21 Century eoomony, When sigply chais reach across Amrka,
it i imnpariant io have o funding system that provides national funding to address rational
mroils s warll as Rogad Fundimg b addness loeal mads.

Secand. improving the Mation's economic competitiveness reguires us bo achieve our
nrarsperaism goaks with s cost elTestiveness, which m i regquanes us b draw
upon the hest ovailable scomamic analysis i guide our rmnsporision infrasiniciure
investment decigions. In the Transporiation Investment Generating Economaic Reoovery
(TIGER) Discretionpry Grants and High-Speed Bail porticns of our Reoovery A
programs, we have called vpan grant applicants fo provide benefit-cost arabyses of their
prroprsid mvestmints. The amalysss of Gosts amd benelis of @ investment praject woukl
e a hedplial toal for decision makers in denify projects that genemie the greatest value
for society. For projects designed to maintain ar rebaild existing imfrastroctune, we will
B carlling om stares ansd logal autborives e emeke greater use of asset management
techmigues to reduce the casis of maindaining their infrastructure in o state of good repair
avir Thir lomg term. 17w ot mare efficiently, we can pel mane Irom avery dolkar tha
we invest — more econmmic productivity, mone safety bemefits, maore aceessibiliny, maore
sustaimshility, and more livahle communities.

Third, we need o ingrove accountshility by making grester use of performance
measures For our Irnnspofation sysom, When we imvest s dollars in mansporiation
infrastrictire, peaphes bave a right o knew what perfomnares they can expect from that
investment. We need to measure how well pur transporiation system is perfiorming and
report hack on whether we ane maocting our perlomanc: ohijectives. W meed 1o
dernonstrate thot we one wsing the public®s wmx dollars responsibly and chm peopde are
getling the performance improvements they pasd For.

Fimally, we want our investments in the surfoce transporation system and the
trarsporiatin syalem mone broadly o moomporate the latest lechmologies, and w ke
advantege of the opponunities che new echnologies present 1o us, We nesd 1o make
greater use of Intelligent Transportation Systems, both to reduce highway congestion amd
o pnprove saifety moall our modes, We will move promptly to ipleiment the positive
train conirod reguirements in last year's Koil Safety Improvement Act, and we will
provide the nescarces necessary o depley the Mext Generstion Air Transportation
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Syspean, And, of conirse, pew techmolopy will b the bisis od more energy-cthcient and
sl cars, inecks, arel oiher vehicles

Thank you for the cpporumity 1o appenr before vou today 1o discuss long-term funding

aptions for the Highway Trust Fund, | believe that this challengs affers us an oppontunity
i chiar o nesw oourse for trmnsportation imfrastnecture investmend in the United Staies
aver the years o come. | loak forward 1o working with Congress and transporiation

stakocholders to make this a reality.

I will b pleased 10 respomd B vour questions.

Chairman NEAL. Thank you, Mr. Kienitz.

Now, we would like to recognize Mr. Picknelly. And, again by
way of introduction, he owns the second largest bus line in Amer-
ica.

Mr. Picknelly.

STATEMENT OF PETER A. PICKNELLY, PRESIDENT, PETER
PAN BUS LINES, SPRINGFIELD, MASSACHUSETTS

Mr. PICKNELLY. Chairman Neal, Ranking Member Tiberi, and
Members of the Subcommittee, it is an honor to appear before you
on behalf of Peter Pan Bus Lines to discuss the uniquely beneficial
role that inner city buses play in providing service on our nation’s
highways.

Peter Pan Bus Lines is one of the largest privately owned bus
companies in the United States, providing inner city bus service to
over 100 communities throughout the Northeast. Inner city buses
are a vital part of our nation’s transportation system. According to
the American Bus Association, we carry more than 700 million pas-
sengers per year, roughly the same number as commercial airlines.
More people ride inner city buses in two weeks than take Amtrak
in a year.

Inner city buses are the greenest mode of transportation, emit-
ting less CO2 per passenger mile than any other mode of passenger
transportation. Inner city buses are the most energy-efficient trans-
portation mode, getting more passenger miles per gallon than any
other form of transportation.

Inner city buses are a major factor in reducing congestion. Imag-
ine what Washington, D.C. traffic would be like if the more than
6 million tourists that now travel to D.C. by motor coach every year
came in their own cars instead.

Inner city buses serve rural America. Over 2,000 communities
are served by inner city buses, far more than are served by the air-
lines and Amtrak combined.

Inner city buses provide affordable transportation for those who
truly need it. Sixty percent of Peter Pan customers have household
%$ncomes under $35,000. Eighteen percent have income of under

10,000.

Inner city buses are operated by small businesspeople, each own-
ing an average of eight motor coaches.
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Inner city buses operate with far less federal subsidies than any
other mode of passenger transportation. According to the Nathan
Report, in the decade ending in 2005, public transit received 55
percent of all federal subsidies. Airlines received 37 percent, Am-
trak 8.2 percent, and inner city buses received only three-tenths of
one percent.

The small amount of inner city bus subsidy is primarily the par-
tial exemption from the federal fuel tax. I strongly believe that it
is in the public’s interest for this exemption to continue. The ex-
emption is critically important to our industry. Its annual cost is
relatively small, approximately $34 million in 2005 dollars. The ex-
emption was first enacted in the 1970s in response to the energy
crisis and is still necessary today. The exemption should remain so
that inner city buses can continue to provide congestion reduction,
service to small towns, affordable transportation and preservation
of small business. And, most importantly, we need it. We simply
cannot pass the increased cost on to our customers with their lim-
ited incomes.

Last year, in the height of the fuel crisis, we attempted to raise
some of our fares between $2 and $4, the result was a mass exodus
of passengers, and we had to rollback the increases.

We are also facing costs of ever-increasing federal mandates.
These include chair lifts on every bus, more expensive EPA-man-
dated engines, new safety requirements, while at the same time we
are confronted with new federally-subsidized rail competition on
many of our New England routes.

If affordable inner city bus transportation is to survive, we and
our customers need the existing fuel tax exemption to continue. If
the federal fuel tax is to be increased, we must preserve the cur-
rent 70 percent exemption.

Thank you for giving me this time to testify. Thank you.

[The prepared statement of Mr. Picknelly follows:]
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SELECT REVENUE MEASURES SUBCOMMITTEE
WAYS AND MEANS COMMITTEE, U.S. HOUSE OF REPRESENTATIVES

HEARING ON LONG-TERM FINANCING OPTIONS FOR THE HIGHWAY
TRUST FUND

Testimony of Peter A. Picknelly, President, Peter Pan Bus Lines, Springfield, MA
On
The Highway Trust Fund and the Role of Intercity Buses

July 23, 2009

Chairman Neal, Ranking Member Tiberi, and Members of the Subcommittee, it is an
honor to appear before you to discuss the future of the Highway Trust Fund and the
uniquely beneficial role that intercity buses (a/k/a motorcoaches or over-the-road buses)
play in providing service on the nation’s highways.

Peter Pan Bus Lines, headquartered in Springfield, MA, is the largest privately-owned
bus company in the United States. We provide fixed route, intercity bus service
throughout New England and partner with Greyhound Lines, Inc. to provide bus service
throughout the Northeast Corridor. Peter Pan also partners with Greyhound in providing
curbside intercity service through BoltBus, and we provide charter, tour, and special
operations services throughout the Northeast.

Peter Pan is an active member of the American Bus Association, and I am a member of
the ABA Board. Although I am appearing today to present Peter Pan’s views, I believe
that those views are shared by ABA and the bus industry generally.

Intercity buses are a unique transportation resource for the nation in many ways.

According to ABA surveys, more than 700 million passengers per year travel on
intercity buses; this is approximately the same number as take commercial airlines and
many times the number that travel on Amtrak.

Intercity buses go anywhere and do anything. Services provided by intercity buses
include intercity, fixed-route services; charter and tour services; intermodal connections
to airports and train stations; long-haul commuter services; military transportation;
contract services for employers and businesses; and much more.

Intercity buses are the greenest mode of transportation. The recent report by the
Union of Concerned Scientists, Getting There Greener', concluded that intercity buses

! Getting There Greener, The Guide to Your Lower-Carbon Vacation, Union of Concerned Scientists,
December, 2008, pages 2, 27-28, 31.
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emit less CO2 per passenger-mile than any other form of intercity motorized
transportation, including rail, air and auto. A report by M.J. Bradley and Associates found
that motorcoaches emitted less CO2 per passenger-mile than all transportation modes,
both intercity and transit. Attached is a chart from the Bradley Report comparing the
CO2 emissions and the energy efficiency of all motorized transportation modes.

Intercity buses are the most energy-efficient transportation mode. The Bradley study
found that motorcoaches get more passenger-miles per gallon and use less BTU per
passenger mile than any other intercity or local transportation mode.

Intercity buses are major factors in reducing congestion. Every motorcoach has the
potential to take 55 cars off the road. Just imagine what Washington DC traffic would be
like if the more than 6 million tourists who take motorcoach charters and tours every year
came to DC in their cars instead!

Intercity buses serve rural America. Over 2000 communities are served by intercity
buses, far more than are served by the airlines or Amtrak. As operating costs have
escalated, thousands of communities have lost intercity bus service; we are working hard
to preserve the remaining service.

Intercity buses provide affordable transportation. Everybody knows you can travel
between Washington and New York on Bolt, Peter Pan, Greyhound, or one of our bus
competitors for $20 or so, which is far less than air or rail, or even private auto. But the
fact is that bus is far cheaper than air or rail in virtually every corridor where there is
meaningful competition.

Intercity buses are operated by small business people. The ABA membership is
comprised mostly of small business men and women. In fact, the average ABA bus
operator member has eight motorcoaches and the company is likely to be a family owned
business.

Intercity buses are the most cost-effective transportation mode. They are generally
operated by private sector companies with far less federal subsidies than other passenger
transportation modes. A comprehensive intermodal analysis prepared by Nathan
Associates found that in the decade ended in 2005, Amtrak received $46.06 in net federal
subsidies per passenger trip; commercial air carriers received $4.32 in federal subsidies
per passenger trip; public transit 77¢ per passenger trip; and intercity bus 6¢ per
passenger trip. During that decade, public transit received 55% of total federal subsidies;
air passenger transportation (commercial and general) received 37%; Amtrak received
8.2%; and intercity buses received .3% (three-tenths of one percent).’

2 Updated Comparison of Energy Use & CO2 Emissions From Different Transportation Modes, M.J.
Bradley & Associates, October, 2008, pages 4-6.

3 Federal Subsidies for Passenger Transportation, 1960-2005: Focus on 1996-2005, Nathan Associates,
Inc., September, 2007, pages 2, 3, 20.
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The relatively tiny amount of intercity bus subsidy is primarily the intercity bus
industry’s partial exemption from the federal fuel tax. Intercity buses pay 7.3¢ of the
24.3¢ per gallon federal fuel tax and are exempt from the remaining 17¢ per gallon. We
believe strongly that it is in the public interest for this partial exemption to continue.

First, although the exemption is critically important to the industry, its annual cost is
relatively small, approximately $34 million in 2005 dollars.

Second, the exemption was first enacted in the 1970s as a response to that era’s energy
crisis. The intent was to encourage the use of intercity buses because of their energy
efficiency. That rationale is even more important today and is bolstered by the unique
role that intercity buses play as the mode of transportation that emits the least amount of
greenhouse gases per passenger mile.

Third, continuation of the exemption strongly supports The Administration’s and the
House’s policy as expressed in the recently-passed American Clean Energy and Security
Act of 2009, the “cap and trade” legislation. The focus of the transportation provisions of
the ACES Act is to encourage the usage of transportation modes that conserve energy and
reduce greenhouse gases. That is exactly what intercity buses do more than any other
mode. Thus, continuing the intercity bus exemption directly contributes to achievement
of the ACES Act transportation objectives.

Fourth, the exemption should continue in order to encourage all of the other public
benefits of intercity buses that I have described — congestion reduction, service to small
towns, affordable transportation, and preservation of small businesses.

Fifth and perhaps most important, we really need it. It is extremely difficult to compete in
the transportation marketplace with the federal subsidy disparity I described earlier in my
testimony. And things are about to get worse.

On the one hand, we are facing the costs of ever-increasing federal mandates —
wheelchair lifts on every bus; new and far more expensive EPA-mandated engines in
2010 and beyond; and new safety standards including seatbelts, stronger bus roofs and
windows, enhanced fire retarding materials and systems, and electronic onboard
recording systems. All of these mandates have societal benefits, but they will make the
cost of acquiring and operating motorcoaches much more expensive without offsetting
federal support, except for a small program to help pay the costs of acquiring the
wheelchair lifts.

On the other hand, we confront increasing federally subsidized competition. This is a
major problem for Peter Pan. On one of our core routes, Providence-Boston, the MBTA
has started federally subsidized non-commuter, intercity rail service in direct competition
with Peter Pan. That has decimated our bus service.

On our most important route, Springfield-New York City, federal funding is being
sought, and is likely to be granted, to start new passenger rail service between Springfield
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and New Haven in direct competition with Peter Pan. There are distinct public benefits to
these subsidized rail services, but those subsidized services make it critically important
that our fuel tax exemption be continued in order to help us preserve our service, which
we believe uniquely benefits society.

I would like to turn now to the larger question of surface transportation reauthorization.
Peter Pan supports enactment of a six-year reauthorization bill as soon as possible.
Chairmen Oberstar and DeFazio and Ranking Members Mica and Duncan deserve a great
deal of credit for authoring a far-sighted, comprehensive bill that attempts to meet the
nation’s needs for improved transportation infrastructure and enhanced mobility while
improving the energy-efficiency of our surface transportation system and reducing
greenhouse gas emissions. Although the industry is working with the Committee to make
sure that motorcoaches play an integral role in achieving those objectives, Peter Pan
supports the basic direction of that legislation.

There clearly are massive infrastructure needs with regard to highways, bridges, and
transit systems. One needs only travel the Massachusetts Turnpike and the other major
highways between Boston and New York to realize that fact. Peter Pan believes strongly
that highway trust fund dollars should only go to meet those highway and transit needs.
They should not be allowed to be diverted to other transportation entities such as intercity
passenger rail. Under the recent rail passenger and economic stimulus bills, and indeed
the FY10 House appropriations bill, there is ample funding for passenger rail; there is no
need to raid the highway trust fund for more.

The Subcommittee has received a great deal of expert testimony on the need for increased
funding in order to maintain and upgrade our highway and transit systems. There s little I
can add to that. I agree that all funding options — infrastructure bank, tolling, public-
private partnerships, increased fuel taxes — should be on the table. They probably all will
be needed in order to accomplish what is needed in a six-year bill.

Peter Pan has a particular concern about future federal tax increases. That is the extent to
which the existing intercity bus exemption would be extended to any future fuel tax
increase. We believe that the unique public benefits of intercity buses, as I have described
in my testimony, would justify exempting intercity buses entirely from any such increase,
particularly if public transit buses are fully exempted.

But Peter Pan understands the argument that as interstate highway users, we should
contribute something, notwithstanding the energy, environmental and other benefits of
intercity buses. One suggestion would be an exemption from future federal diesel fuel
taxes that is the same percentage of those taxes as the percentage of our partial exemption
from current taxes. That is, if there were a 10¢ gallon increase, intercity buses would be
exempt from 7¢ per gallon and would pay 3¢. This would be a 70% exemption, which is
the same percentage as the exemption from current taxes (17¢ = 70% of 24.3¢). Thus, ail
of the reasons for continuing the current exemption would apply equally to the same
partial exemption from future fuel taxes.
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Mr. Chairman, thank you for the opportunity to testify today on this critical issue for
intercity buses. Hopefully, I have demonstrated the uniquely important role that intercity
buses play in meeting our nation’s transportation, environmental, and energy
independence goals and why that role should be encouraged through continuation of the
partial fuel tax exemption from current and future federal fuel taxes. I would be happy to
answer any question you or the other members of the Subcommittee might have.
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1 Results of Analysis

Average enengy use and O0; emessions by mode are shown in Table 1.1, Selecred data
fromi Tahle 1.1 i also susmmarized in Pigures 1] - 1.3
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Tabde 1.1 Energy Use and GOy Emisabons, by Beda

In Tahle 1.1 the high snd low figures for motoresaches are bised on averapes for
different industry segments (charterfoen'sight-sseing verns commanern mirpartisencity
fised roane service]), For the other public modes the high s bew lgures s bised on the
rangs of resalis from individual transit sgencies m the NTI database. Por priveie smos
the averages are hased on US lee averape fugl scomany (22,4 MPG) while 1k kagh
figures are hased an the use of a “typical” spori wiliey vehicle {15 MPG) and the ow
Figures ane hased an wse af @ hybmd car (46 MPG)

As ghown, motorcoachss an average used 58 brw'pass-mi and produced 50 g/pase-mi of
crbon dicoade. On average, motorcoaches use the least amount of energy and produce
ther leowesst carbon dacside emessions per passenper mike of any of the Laespoaraen
mrdes amalyzed

M.J. Bradiey & Associntes Coplpbygsr 2000 &

Chairman NEAL. Thank you, Mr. Picknelly.
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Mr. Darbelnet is recognized to testify.

STATEMENT OF ROBERT L. DARBELNET, PRESIDENT AND
CHIEF EXECUTIVE OFFICER, AMERICAN AUTOMOBILE ASSO-
CIATION (AAA), HEATHROW, FLORIDA

Mr. DARBELNET. Thank you very much, Chairman Neal, Rank-
ing Member Tiberi, and Members of the Subcommittee. On behalf
of our 51 million AAA members, I would like to commend you for
holding this hearing on a topic which for far too long has been
shoved aside.

I doubt if you have very many opportunities to have some of your
taxpayers appearing before you and advocating that their burden
be increased, but that is the essence of my message to you this
morning. And let me briefly explain why and under what condi-
tions we would be supportive of an increase in the gas tax.

As to why we are taking this position, first, the nation’s trans-
portation infrastructure is in dire need of an upgrade. This has
been well-documented. You acknowledged it in your opening com-
ments. I will not expand upon that.

Second, even if what we have in terms of infrastructure was in
good condition, it still is falling short of our growing needs as a na-
tion. And, as a result, taxpayers across the country are paying the
price in the form of endless hours in congestion, motorists dying in
crashes that could be avoided if we were doing a better job of main-
taining our roads, and seeing the nation fall behind in terms of its
competitiveness from a global perspective.

As to the third reason why we are taking this position, and this
may be something that has not received a lot of visibility or atten-
tion, as motorists over the last few years, we have been enjoying
the effect of a decrease in the actual tax we are paying for the use
of our roads. When you set the tax at 18.4 cents in 1993, we under-
stood what the burden was. But over the intervening period, during
which no adjustment has been made to the level of the tax, in to-
day’s dollar, that burden has actually declined by about 6 cents.
Furthermore, we are all buying more fuel-efficient vehicles. For ex-
ample, if the car I was driving in the year 2000, 9 years ago, was
getting 18 miles per gallon, and if today I am driving a vehicle that
gets 23 miles per gallon, I am actually paying 27 percent less in
terms of the tax for every mile I travel on our highway or high-
ways. If you combine the effect of inflation and those more fuel-effi-
cient vehicles, we are actually paying as motorists about half of
what we were paying when you set the rate.

All right, let’s turn to the conditions under which an increase in
the gas tax would be something that we would support and encour-
age our members to support. First, we need a major reform in the
manner in which we decide what is going to be spent and where
it is going to be spent. The motorist, the taxpayer, does not want
business as usual. We want accountability. We want to be able to
see the benefits that result from our tax dollars being spent on the
transportation infrastructure. And it is possible to demonstrate
that but not under the current approach.

Second, we need a national vision for transportation in this coun-
try. And I am sorry to tell you that we do not have one. That is
not to say that the Department of Transportation and the people
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who work there do not do a lot of things that are very beneficial
to transportation in this country, but if you turn to DOT and you
looked for an overall vision for the nation’s transportation infra-
structure, you cannot find it. If it is there, it is very well guarded.

And, third, if we are going to support such an increase, it is
going to have to be in a form that is fair to all of the users of the
transportation networks. Motorists are certainly willing to pay
their fair share but there are other users of the infrastructure, and
we believe that they need to make their proportionate contribution
to the overall effort.

We recognize that you are faced with a rather difficult and per-
haps unpleasant task because you are asked to consider the possi-
bility of raising the burden of taxpayers, particularly at a time
when everyone is looking for additional ways to reduce rather than
increase what they spend. But if you consider the dire cir-
cumstances of the nation in terms of the transportation infrastruc-
ture, if you recognize that over time you will not be deriving more
funds from the current taxing techniques that are in place, and if
we consider the importance of maintaining a national network that
allows us to be competitive in the global economy, I think you will
recognize that you have no choice but to consider the adjustment
that has been recommended by now two commissions and a host
of other organizations, all in favor of an increase in the gasoline
tax.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Darbelnet follows:]
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Chairman Neal, Ranking Member Tiberi, and Members of the Subcommittee. | am Robert
Darbelnet, President and CEO of AAA. Thank you for inviting me to speak with you today

regarding funding options for the nation’s transportation system.

By way of background, AAA was founded in 1902 to advocate for better roads and motorist
safety. AAA is a not-for-profit, fully taxpaying federation of motor clubs in the U.S. and Canada
serving over 51 million members. Nearly 27 percent of all North American passenger vehicles
belong to AAA members. Our members are prime users and beneficiaries of the nation’s
surface transportation system. They are commuters, leisure travelers, business owners, users

of public transportation and bicyclists.

Economic Recovery Down Payment

The nation’s existing infrastructure is in dire need of an upgrade. A number of reports have
detailed the deteriorating state of the transportation system, including the American Society of
Civil Engineers, which gave the nation’s transportation infrastructure poor grades (Roads D-,

Transit D, Bridges C). The funding needed just to bring our existing system to a good state of
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repair is estimated at over $100 billion annually, according to the National Surface

Transportation Policy and Revenue Study Commission.

Even if what we have was in good condition, it falls well short of our needs. We have a system
that, after decades of neglect and under-investment, represents a growing barrier to America’s
competitiveness in the global economy. We can’t have the economy we want with the

transportation system we have.

AAA strongly supported funding for transportation infrastructure projects in the economic
recovery legislation earlier this year. Given the backlog of needs and growing demands on the
system, we believe even more could have been dedicated to transportation in that bill. While
the roughly 548 billion for transportation is a much needed boost, it should not be considered a
substitute for the broader transportation investment needed, or an excuse to delay the difficult

work that must be done. Investing in transportation shouldn’t be considered a luxury.

Policy/Program Reforms

Let me preface my comments about funding options with a couple of crucial points on policy.
First, given the critical role transportation plays in the nation’s economy, we believe
transportation should be a priority for Congress. Transportation is the foundation on which

continued economic recovery and improved quality of life will be built.

Second, we know from research we’ve conducted that the public wants transportation
improvements, and they would be willing to pay for them if they had more confidence in how
their money is being spent. The public isn’t interested in business as usual. They want
accountability, results, and the ability to see how increased investment improves their travel

experience.

AAA believes Congress needs to clearly outline the mission of the federal transportation

program and put forward a comprehensive package of reforms and accountability measurers
the public will accept. | commend Chairman Oberstar for taking the lead in this reform effort
and keeping the pressure on to get a comprehensive bill done this year. He has put forward a

bold proposal, and while we may not agree with everything in it, it’s the critical first step.
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Earmark Reform

Another element of reform that we think is important deals with earmarks. To regain, maintain
and enhance the public’s trust in federal transportation spending, earmarking should be
eliminated or significantly reformed. If maintained, earmarked projects must meet clearly
established effectiveness and benefit criteria and be previously identified in a state or regional
transportation plan as high priorities. Selection must be based on merit and the ability to cost-
effectively improve mobility and traffic safety while ensuring transparency so there are no

surprises to the public.

Funding Options

In terms of funding, | expect many of your colleagues in Congress may not envy your position.
The task of finding revenues to support the funding levels envisioned in Chairman Oberstar’s
proposal — at a time of economic hardship — is a thankless job. But we can’t continue to put off
the tough decisions, and we also can’t pretend that there is some new funding source to solve
this serious problem. While there’s been a lot of talk about new and “innovative” ways to fund
transportation, there are really only a handful of options to choose from to get the job done in

the short term.

Gas Tax

Two congressionally appointed, bi-partisan transportation commissions, comprising noted
transportation experts from multiple sectors, and a number of other credible sources have
studied this issue from every angle and issued reports. Although they differ slightly in the

magnitude or timing of specific alternatives, they all reached similar conclusions.

In the short term, they all agreed that the only real funding option to get the revenues needed
is an increase in the federal gasoline tax. Granted — the timing is not great given the economic
challenges facing the nation. But we are undeniably at a crossroads with transportation
funding, and we can’t put off the tough decisions any longer. AAA will support a gas tax
increase, provided it’s tied to a significantly restructured program that is performance based,
and ensures accountability and transparency. We agree with the experts who have concluded

that, at least for the next decade, the federal gas tax remains the best way available to
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generate significant amounts of revenue. It is fraud-resistant, easy to administer, and it
maintains the user-fee principle that has served as the backbone of the transportation program

for over 50 years.

It's worth noting that motorists have actually been enjoying a iower gas tax burden when
factoring in inflation. The current 18.4 cents gasoline tax hasn’t been increased since 1993. In
today’s dollars, 18.4 cents represents 5.9 cents less than it was in 1993. Also, motorists who
have taken advantage of more fuel efficient cars are paying less in taxes for every mile driven.
For example, if in 2000 | was driving a car that got 18 mpg and today my car gets 23 mpg, | am
now paying 27% less in tax for every mile | travel on the nation’s roads. As we work to attain
even higher CAFE standards, the overall fuel efficiency of our national vehicle fleet will improve

significantly, thus having the effect of diminishing returns from existing gasoline tax rates.

AAA acknowledges that additional revenue sources will be needed now and into the future, and
that we will need to begin transitioning to a successor funding system. We’re willing to
consider all funding options, including vehicle miles traveled tax systems, tolling and public-
private partnerships. But for AAA, protecting the public interest will continue to be paramount,

and all funding options will be evaluated in this context.

Public-Private Partnerships

Private investment has been touted as a simple, “tax free” way to raise large amounts of money
for transportation. But the reality is private investment will likely only constitute a small
portion of revenue for transportation in the near term, and it is not “free” money.
Transportation users will be paying private investors back in the form of tolls or some other

method of taxation for years.

AAA has significant concerns about how private investment has been portrayed in recent years,
particularly with regards to the long-term lease of existing assets. These are complex financial
and operational arrangements and they warrant close scrutiny. The problems we now face
have been years, if not decades, in the making. We are kidding ourselves if we think there is a

quick or easy fix.
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Our roads and bridges are not financial assets to be sold to the highest bidder. There are other

objectives that need to be part of the deal. Objectives such as:

o Ensuring value is really being added by the private partner.

o Providing the customer better service in return for the higher tolls they will be required
to pay.

o Sharing equitably the risks between the private and public partners.

o Balancing the interests of all stakeholders.

AAA recommends creating a federal framework for public-private partnerships that ensures the
public interest is not ignored in the quest to receive the highest bid price. In any of these
arrangements, motorist fees must be fair and equitable, up-front lease payments should not be
diverted for non-transportation purposes, and high levels of public oversight must be

maintained, among other protections.

Tolling/Pricing

Tolling and pricing are among future solutions to increase capacity and manage congestion.
However, they are not a panacea. We won't fix the nation’s transportation funding shortfall by
assuming that tolled or priced projects will fill the gap. Expansion of tolling and pricing projects
must be thoughtfully and carefully implemented. Every project must be judged on its merits,
Motorists must be assured that tolls are fair and equitable, transparent, and are used for the
purposes for which they are collected. In addition, AAA generally opposes congestion pricing
when it is implemented as a punitive measure to get people out of their cars while providing no
alternatives. A better approach is to provide a priced road as an alternative to existing
congested roads. Many people don’t have flexibility with their employers to alter their work
schedules to non-peak travel times. By providing priced lanes as a superior service alternative,

motorists can choose to use them when time and predictability are most important.

Vehicle Miles Traveled Tax

We fully expect that Congress will take additional steps in this next authorization bill to vet
various vehicle miles traveled (VMT) tax scenarios as a long-term financing option to replace

the federal gas tax. Pilot tests in Oregon and other areas have demonstrated some of the
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technical challenges that need to be overcome with a VMT system, in addition to addressing
the public’s significant concerns about privacy. Additional testing and study of the VMT system
is warranted to determine if technical challenges and other concerns can be addressed. The
variable pricing ability enabled by a VMT system is considered a benefit by some and a source
of concern by others. This is an area where we believe policymakers need to be upfront with
the public about what they’ll be asked to pay. Charging motorists for externalities that were

never factored into the gas tax should be thoroughly debated.
Conclusion

AAA recognizes that the challenges before you are not easy. | understand the reluctance to ask
the public to dig deeper into their wallets for any reason right now. But a strong case can be
made for transportation, and if given a program they can understand, | think the public will be

supportive,

If we are sincere in our desire to grow our economy in a way that keeps us globally competitive,
reduce fatalities, cut commute times and improve our environment, we need to put that

proposal forward, tell the public about it and rally for their support.

AAA is committed to doing its part to engage our members and raise awareness about the
importance of transportation. We're doing so through our “Making America Stronger”
campaign and web site, www.AAAMakingAmericaStronger.com, Our research shows
Americans understand that a free-flowing, safe, efficient transportation system is needed to
keep us competitive in the global economy. Again — the bottom line is that we can’t afford to

put off the tough decisions any longer.

Thank you for the opportunity to testify today and | look forward to working with all of you on

these important issues in the weeks and months to come.

——

Chairman NEAL. Thank you.
Mr. Moorman is recognized to testify.
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STATEMENT OF C. WICK MOORMAN, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, NORFOLK SOUTHERN CORPORATION,
NORFOLK, VIRGINIA

Mr. MOORMAN. Thank you, Mr. Chairman. And my thanks to
you and the subcommittee for this opportunity to appear today on
behalf of both Norfolk Southern Corporation and the Association of
American Railroads to discuss why the freight railroad infrastruc-
ture tax incentives that you have heard about make sense for
America. America needs more transportation and it needs it now.
The Department of Transportation projects that freight demand
will almost double by the year 2035, and today’s transportation
network is simply not up to it. Railroads are the most affordable
and environmentally responsible way to meet this demand, and
that is why tax incentives for rail capacity expansion will be good
public policy.

Many people do not realize that the railroads own their infra-
structure and pay property taxes on it that benefit the localities in
which we operate. Railroads also reinvest substantial sums in the
network, a record $10.2 billion in capital improvements last year
alone. It is also worth mentioning that railroads pay nearly all of
the costs for their infrastructure. And since 1980, we have spent
more than 40 percent of our total revenues, $440 billion, to main-
tain, improve and expand our networks.

Even in today’s tough times for business, freight railroads con-
tinue to make major investments in their systems, and this year,
in fact, will be the third highest capital expansion program that the
freight rails have had in their history.

Our company, Norfolk Southern, for example, just this month an-
nounced plans to spend more than $300 million on new intermodal
terminals in Pennsylvania, Alabama, and Tennessee. They will
support local economic development, as well as our Crescent Cor-
ridor Rail Initiative, which you can see illustrated behind me, and
every major railroad in the United States and Canada has similar
projects on the boards.

Yet, as much as we are investing right now, it is not enough. One
recent study found that $148 billion in investment in freight rail
capacity expansion is required over the next 25 years just for the
railroads to maintain their current market share. Now, of that
$148 billion, the railroads themselves can generate about $96 bil-
lion, leaving a $52 billion gap. And unless a way is found to elimi-
nate this shortfall, it is estimated that up to one third of the key
rail corridors in this nation will become congested, leading to de-
creased service levels and serious national transportation problems.

As significant as the $52 billion shortfall seems, the number is
actually probably significantly higher for several reasons. The first
is that the study was predicated just on the railroads maintaining
their market share and not diverting additional traffic from the
highway. Second, the study does not account for any additional ca-
pacity for increased passenger service in some of the nation’s
freight-owned rail corridors. Third, the study was written before
the congressionally-mandated requirement of the installation of
positive train control, with its estimated $6 to $8 billion price tag.
And, finally, the study’s estimate of $96 billion in railroad invest-
ment did not account for the current uncertainties in the railroad’s
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ongoing coal-related revenues when climate change legislation is
enacted.

The bottom line is that there is a significant funding challenge
in front of us, and tax incentives to expand freight rail capacity are
a sensible way to help bridge this gap. The cost of these incentives
would be about $300 million a year, but they would generate about
a billion in economic stimulus. They would create some 20,000 jobs
and yield other enormous public benefits, which you have already
heard about today in terms of fuel reduction, fuel efficiency, reduc-
tion in CO2 and other emissions, reduced highway congestion and
increased safety.

Now, the Crescent Corridor, which I mentioned before, the board
behind me shows what it could mean for Virginia alone in terms
of these benefits. Our state partners, like Virginia, are increasingly
aware of all of these benefits and Governor Rendell of Pennsyl-
vania has taken a leadership role in mobilizing the nation’s gov-
ernors to promote freight rail transportation.

I would urge this committee to join the states in a federal part-
nership by moving the Freight Railroad Investment Tax Credit bill,
which I will now call a “beautiful, beautiful” piece of legislation.
You will hear me say that a lot. The legislation was introduced by
Representatives Meek and Cantor. It will help this country’s world-
leading freight railroads meet the challenges of the projected 70
percent growth in freight traffic over the next 25 years in our na-
tion.

Thank you.

[The prepared statement of Mr. Moorman follows:]
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Introduction

On behalf of Norfolk Southern Corporation and the Association of American Railroads
(AAR), thank you for the opportunity to appear before you today to discuss why freight railroad
infrastructure tax incentives make sense for America.

My railroad, Norfolk Southern, operates approximately 21,000 route-miles in 22 states
and the District of Columbia. We are part of a 140,000-mile U.S. freight rail network that serves
nearly every industrial, wholesale, retail, agricultural, and mining-based sector of our economy.
Whenever Americans grow something, eat something, mine something, make something, turn on
a light, or get dressed, Norfolk Southern or some other freight railroad is probably involved
somewhere along the line.

We all know we’re going through some very difficult economic times. At some point,
though, strong economic growth will return — hopefully sooner rather than later — and when
that happens, America’s demand for freight transportation will continue the upward trend that
has been its hallmark for decades. Railroads are the most affordable and environmentally-
responsible way to meet this demand. Simply put, more railroading is good for America.

But to take full advantage of railroads’ unparalleled potential to lower shipping costs,
ease congestion by taking trucks off the highway, save fuel, and reduce harmful emissions, smart
public policy is needed. Many transportation experts, business leaders, policymakers, and rail
customers agree: tax incentives for freight rail capacity revitalization represent just the kind of
smart policy we need. The benefits of such a policy to America’s economy and environment are

real, measurable, and well worth it.

Norfolk Southern Corporation on behalf of the Association of American Railroads Page 1 of 12
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Railroads Are Re-Investing Record Amounts — But More is Needed

In recent years, America’s freight railroads have been re-investing record amounts back
into their networks. Norfolk Southern, for example, spent $1.6 billion on capital expenditures in
2008, a record for us and nearly double what we spent just a few years ago. Collectively, U.S.

Class I railroads invested $10.2 billion in capital

Class | RR Capital Expenditures: 2000-2008
expenditures in 2008, also a record high and also ($ biltions)

$10.2
nearly double what they spent just a few years ago.

$9.2
$8.5
Adding in spending on maintenance of their
$6.1 59 $62 S04

§54 357 O
infrastructure and equipment, from 1980 to 2008
America’s freight railroads re-invested some $440
billion of their own funds — more than 40 cents out

01 02 ‘03

‘00 ‘04 05 '06 '07 08

of every revenue dollar — to create the best freight Source: AAR

rail network in the world.

Today, freight railroads pay nearly all of the costs of their tracks, bridges, and tunnels
themselves. By contrast, our friends in the trucking, airline, and barge industries operate on
highways, airways, and waterways that receive substantial government financing.'

The massive investments railroads must make in their systems reflect their extreme
capital intensity. From 1997 to 2006 (the most recent year for which data are available), the
average U.S. manufacturer spent 3 percent of revenue on capital expenditures. The comparable
figure for U.S. freight railroads was 17 percent, or more than five times higher.

Indeed, the four largest Class T railroads spend far more on capital outlays and

maintenance of track and roadway than the vast majority of state highway agencies spend on

! The fuel and other taxes that other modes of transportation pay to support their infrastructure do not cover the full
costs to the government of providing it.

Norfolk Southern Corporation on behalf of the Association of American Railroads Page 2 0f 12
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their respective highway networks. Only the highway RR Spending on Way & Structures
vs. State Highway Agency Spending
agencies of Texas, Florida, and California spend more on 2007
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systems. In just one example, Norfolk Southern recently Nov,;olk s:u‘hem $2.07
12, Virginia $1.90
announced that it will invest $112 million on a new Data include capital outiays and main-tenance

expenses. Sources: FHWA, AAR

intermodal terminal in McCalla, Alabama. Construction is
scheduled to begin early next year, with the facility set to open in 2012. In addition to
facilitating more efficient and environmentally-friendly freight flows, the project could generate
as many as 8,000 spin-off jobs. Every major railroad in Canada and the United States has similar
projects in the works.

Why? Railroads are more than willing to take on more traffic, but they know that if
future demand is to be met, rail capacity must be expanded.

A few years ago, a study of future freight rail capacity needs was undertaken at the
request of the National Surface Transportation Policy and Revenue Study Commission. The
purpose of the study, which focused on 52,000 miles of primary U.S. rail corridors, was to
estimate the cost of the expansion in capacity necessary for U.S. freight railroads to handle the
88 percent increase in freight rail traffic forecast by the DOT for 2035, assuming no gain in rail’s

market share.

Norfolk Southern Corporation on behalf of the Association of American Railroads Page 3 of 12
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The study found that if rail capacity needs are not properly addressed, by 2035 some
16,000 miles of primary rail corridors — nearly one-third of the 52,000 primary rail miles
covered in the study -— will be so congested that train flows would be unstable and congestion
and service delays would be persistent and substantial. Because the rail system is so intercon-
nected, this outcome would mean that the entire U.S. freight rail system could become, in effect,
disabled.

The current economic downturn will probably delay previously projected growth (and
therefore needed rail capacity levels) by a few years. Nevertheless, if America is to have the rail
capacity it needs in the years ahead, the issue must be addressed now.

As they do today, Norfolk Southern and other freight railroads will continue to pay the
overwhelming majority of the costs of their tracks, bridges, tunnels, and other infrastructure and
equipment. However, there is a gap between the socially-optimal level of rail capacity and what
railroads are likely to be able to afford on their own.

The rail capacity study noted earlier found that U.S. freight railroads will likely be able to

generate only around $96 billion of the $148 billion in

$51 Billion Gap Between What RRs Can
new capacity they will need by 2035 to move the freight | Afford and the Capacity the Country Needs

America will need to have moved. This leaves a

$148 bitlion in

funding gap of around $51 billion.

infrastructure
cxponsion needed
The $148 billion is for new rail tracks, bridges, 5 by 2085 for U.S.

freight raifroads,

tunnels, and other infrastructure. It does not include the ;mﬁ:m

hundreds of billions of dollars railroads will spend to

Source:
Cambridge Systematics

maintain and replace their existing infrastructure over

the same period, or the hundreds of billions of dollars they will spend to maintain and replace

Norfolk Southern Corporation on behalf of the Association of American Railroads Page 4 of 12
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locomotives, rail cars, and other equipment. Nor does it include investments needed to allow
additional passenger railroad usc on freight-owned tracks or rights-of-way.

The $148 billion also does not include what freight railroads will have to spend to
comply with the Rail Safety Improvement Act of 2008 (RSIA). This legislation mandates that
positive train control (PTC) be installed on all rail main lines used to carry passengers or certain
highly-hazardous materials by December 31, 2015. RSIA authorizes railroad safety technology
grants of $50 million per year from 2009 through 2013. Even if all those funds were used for
PTC — which is extremely unlikely, given the many other potential uses for the funds —
railroads would still be responsible nearly all of the $5 billion to $7 billion current estimated cost
of PTC implementation.

This funding shortfall means that many rail projects that would otherwise expand
capacity and improve the ability of our nation’s farms, mines, and factories to move their goods
to market; speed the flow of international trade; relieve highway congestion; reduce pollution
and greenhouse gas emissions; lower highway costs; save fuel; and enhance safety will be

delayed — or never made at all.

A Railroad Investment Tax Incentive Would Help Bridge the Funding Gap — and
Stimulate the Economy

A sensible way to help bridge this funding gap is to institute tax incentives for projects
that expand freight rail capacity, such as new track, bridges, tunnels, and intermodal facilities.
All businesses that make capacity-enhancing rail investments — not just railroads themselves —
would be eligible for the incentives.

The cost of freight railroad infrastructure tax incentives would be about $300 million per
year. The stimulatory benefit to the U.S. economy would be much greater. Based on U.S.

Department of Commerce data, every $1 of rail infrastructure investment that would be

Norfolk Southern Corporation on behalf of the Association of American Railroads Page 5of 12
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stimulated by a tax incentive would generate more than $3 in total economic output. Thus, $300
million in additional freight rail capacity investment would result in nearly $1 billion in overall
economic stimulus. We estimate that cach $1 billion of new rail investment induced by the tax
incentives would create 20,000 jobs.

In a January 2008 report, the Congressional Budget Office lists three main criteria for
assessing a fiscal stimulus proposal.

First, is it cost effective? The budgetary cost of a rail infrastructure ITC is small
compared to the stimulative benefit to the economy.

Second, is it likely to be timely? Highways and other public works projects can take
years to plan and begin, and years more to build. Freight rail projects, though, can be started far
more quickly, sometimes in a matter of months. Moreover, tax incentives for freight rail infra-
structure investment would immediately
stimulate additional investment and
employment by rail suppliers as they
responded to increases in multi-year
capital projects by the rail industry.

Third, how certain are the

economic effects of the proposal? Virtually no one disputes the need for, and the economic
benefits of, transportation capacity expansion. A rail infrastructure tax credit would yield
immediate, positive economic benefits.

For a railroad considering whether to fund an expansion project, a tax incentive would
reduce the cost of the project, raising the likelihood that the project will be economically viable.

The incentive would help worthwhile projects get built sooner, but would not be enough to cause

Norfolk Southern Corporation on behalf of the Association of American Railroads Page 6of 12
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economically-unjustified projects to go forward. It would also help fund investment, like PTC

implementation, for which the benefits are predominantly public benefits.

Huge Benefits to the American Public
The tremendous public benefits of moving more freight by rail would far exceed the costs

of rail infrastructure tax incentives.

Fuel efficiency
Since 1980, Railroads Have Doubled Freight Volume
. . But Consumed the Same Amount of Fuel
In 2008, U.S. freight railroads 200 (Index 1980 = 100)
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have doubled their output without using more fuel?

Railroads are three or more times more fuel efficient than trucks. In fact, if just 10
percent of the long-distance freight that currently moves by truck moved by rail instead, fuel
savings would exceed a billion gallons per year. This is exactly the kind of solution to energy
problems that America is looking for. If rail capacity is to expand sufficiently to handle such an
increase in traffic, very large capital investments would have to be made in rail terminals, main
tracks, and other areas. An infrastructure tax incentive is a sound way to encourage this
investment.

Greenhouse Gases
Greenhouse gas emissions are directly related to fuel consumption. That means moving

freight by rail instead of truck reduces greenhouse gas emissions by two-thirds or more. If just

Norfolk Southern Corporation on behalf of the Association of American Railroads Page 7 of 12
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10 percent of long-distance freight now moving Freight Railroads Account for Well Under 1% of
U.S. Greenhouse Gas Emissions

by truck moved by rail instead, annual

greenhouse gas emissions would fall by more
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., . R
America’s seven largest freight railroads ~Onr0d vohicles, afcrafl, Transportation-Refatect

recreational boats, passenger ail [ Not Transportation-Related
Data are 2006. Source: EPA

have all joined the Environmental Protection
Agency’s “SmartWay Transport,” a voluntary partnership aimed at improving fuel efficiency and
reducing greenhouse gas emissions.

Highway Gridlock

Because a freight train can do the work of 280 or more trucks, railroads help fight
highway gridlock. In a very real way, freight rail gives us back one of the most valuable assets
of all — time.

Railroads also reduce the huge economic costs of highway gridlock. Accordingtoa
study released a few weeks ago by the Texas Transportation Institute, highway congestion in the
United States already costs us $87 billion each year just in wasted travel time (4.2 billion hours)
and wasted fuel (2.8 billion gallons). Lost productivity, cargo delays, and other costs add tens of
billions of dollars to this tab.

Relief for highway gridlock is right in front of us — but it’s not on the highways.

Shifting freight from trucks to rail reduces the pressure to build costly new roads and helps cut
the cost of maintaining the roads we already have. A few years ago, the American Association

of State Highway and Transportation Officials (AASHTO) estimated that if all rail freight were

Norfolk Southern Corporation on behalf of the Association of American Railroads Page 8 of 12
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shifted to trucks, it would cost governments an extra $128 billion for highway improvements.
That number is surely much higher today.
Pollution

Moving freight by rail rather than truck significantly reduces emissions, and that means
cleaner air for all of us. In March 2008, the EPA issued — and the rail industry immediately
endorsed — stringent new locomotive emissions standards that will cut particulate emissions by
up to 90 percent and nitrogen oxide emissions by up to 80 percent. The new standards will also
yield big reductions in emissions of other harmful pollutants.
Safety

Encouraging more rail movements would improve safety. Rail freight transport incurs
about 12 percent of the fatalities and 6 percent of the injuries that trucks do per trillion ton-miles,
and the employee injury rate for railroads is half that of trucks.
Passenger Railroading

Freight railroads currently provide the majority of the right of way and infrastructure
necessary to accommodate more than 315 Amtrak passenger trains per day over 43 routes,
carrying an average of 78,500 passengers per day. Indeed, 71 percent of the miles traveled by
Amtrak trains are on tracks owned by freight railroads. In addition, dozens of existing or
planned commuter railroads operate (or hope to operate) at least partially on freight-owned
tracks or rights-of-way. Because America’s economic health and global competitiveness would
suffer if freight railroads were impaired by passenger railroads, great care must be taken to
ensure that there is enough capacity for current and future freight and passenger rail service. An

infrastructure tax credit would help ensure this needed capacity is there.
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Railroad Profitability

Some observers maintain that railroads are doing so well financially that they can afford
to make all the investments in rail capacity that America needs, and that no tax incentives are
required. This view is extremely short sighted.

It is certainly true that the financial health of Norfolk Southern and many of America’s
other freight railroads has improved in recent years (although rail profitability has suffered along
with everyone else’s in the current downturn). Frankly, improved rail earnings should be viewed
as a very positive development. They allow railroads to more readily justify and afford the
massive investments that are needed to keep their track and equipment in top condition, improve
service, and add the new rail capacity that America will need in the years ahead.

And, in fact, Norfolk Southern and America’s other freight railroads are doing their part.
Tn 2008, they spent more than ever before on their infrastructure and equipment. Railroads are
committed to spending massive amounts in the years ahead — if their earnings allow them to —

to help ensure that America has the rail capacity it needs.

Class | Railroad Net income: 2000-2008 Infrastructure and Equipment Spending”
($ billions) Per Mile ($000s)
$9 $240
$8 Rail earnings have $220 ...leading directly r_o
$7 | | increased in recent years... record levels of rail
re-investments.
$6 [ $200
85 $180
$4
$3 $160
§2 $140
$1
50 $120
‘00 '01 02 '03 '04 '05 06 '07 '08
‘00 '01 '02 '03 '04 '05 '06 '07 '08 .
Capital spending + maintenance expenses - epreciation
Source: AAR Class | raiiroads only.  Source: AAR
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But it’s important to not overstate the financial health of the freight rail industry. Even
over the past few years, when the industry has been earning so-called “record” profits, rail
industry profitability has consistently lagged most other industries.

Return on equity (ROE) is a common profitability measure. Based on data from Value
Line (an investment research company), the ROE for the rail industry was 14.0 percent in 2006
and 14.4 percent in 2007. By contrast, the median ROE for the 89 industries (encompassing
some 1,700 firms) that Value Line tracks was 16.2 percent in 2006 and 15.5 percent in 2007 —
significantly higher than the corresponding rail industry figures. In other words, what may have
been the best financial years ever for railroads were not enough to get them even to the halfway
point among all industries. Preliminary Value Line data for 2008 show that railroad ROE might
— for what would probably be the first time in history — have barely exceeded the median for
all industries.

Return on total capital is another common way to measure profitability. By this measure,

even in 2008 railroads were below the median for all industries.

Return on Equity: RRs vs. Other Industries Return on Capital: RRs vs. Other Industries
20% 15%

18% - OMedian All Industries 8 Railroads = OMedian Al Industries 8 Railroads
16% 129 | I— : . S
14%
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10%
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2%
0%

9%

6%
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0%

2003 2004 2005 2006 2007 2008p 2003 2004 2005 2006 2007 2008p
Return on equity = net profit divided by year-end shareholders’ equity Return on capital = (net profit + half of long-term interest) / {shareholders'
p - preliminary Al Industries = median of the 89 industries for which Value equity + long-term debt) p - preliminary Al Industries = median of the 82
Line tracks ROE. Source: Value Line industries for which Value Line tracks return on capital. Source: Value Line
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At Norfolk Southern, and I suspect at all other railroads, we have a “wish list” of desired
investments that is far longer than we can possibly afford. Consequently, we have to choose
which projects to fund. Our fiduciary responsibility to shareholders and capital providers
requires us to focus our limited funds on those projects which we believe are most likely to resuit
in the highest direct financial benefits to our railroad. Railroads are anything but unique in this
regard: it’s the same way for every other public company in every other industry.

While the projects we fund may well provide substantial public benefits — such as
reduced highway congestion, cleaner air, improved safety, and enhanced mobility — from the
point of view of our sharcholders and capital providers, these are secondary to the project’s
financial return. This kind of imposed discipline by the financial markets is necessary and
appropriate in a market economy. It does, however, tend to discourage investments that would
yield significant public benefits but lesser financial benefits to the railroad. A tax incentive
would increase the economic feasibility of rail infrastructure investments that produce public
benefits not directly funded by the marketplace while at the same time creating a stronger basis

for economic growth.

Conclusion

America today has the best freight rail network in the world. Still, it is clear that rail
capacity will have to increase as the economy and population expand in the years ahead. Despite
the current slowdown, the fundamental forces driving the long-term trend toward greater
transportation demand are unchanged. To meet this demand, both public and private investment

in transportation infrastructure will be required. These investments can come none too soon.
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STATEMENT OF BARBARA J. WINDSOR, PRESIDENT AND
CHIEF EXECUTIVE OFFICER, HAHN TRANSPORTATION, NEW
MARKET, MARYLAND

Ms. WINDSOR. Mr. Chairman and Members of the Sub-
committee, thank you for the opportunity to present testimony on
the long-term financing options of the Highway Trust Fund. My
name is Barbara Windsor. I am president and CEO of Hahn Trans-
portation of New Market, Maryland. We are a tank truck company
that moves petroleum products and cement throughout the mid-At-
lantic region.

Today, I appear before you representing not just my company but
also the American Trucking Association where I currently serve as
a second vice chairman.

Mr. Chairman, before I begin my formal testimony, I would like
to express the gratitude of the trucking industry, both the company
owners, but more importantly our drivers, for your past efforts to
provide tax relief for the driver meal deductions. It has meant a
great deal to the industry, and we would like to thank you.

The decisions Congress makes about how to finance the next
highway bill will have dramatic impact on our industry and the
U.S. economy. Over 80 percent of all cargo, as measured by value,
moves by truck. And America’s commercial truckers contribute 40
percent of all taxes paid into the Highway Trust Fund.

As all of you are painfully aware, there are no easy answers on
how we will finance our highway program. ATA believes the best
way to fund the next highway bill remains the fuel tax. Gasoline
and diesel fuel taxes remain a stable source of revenue for at least
the next 15 to 20 years.

The fuel tax has many attributes: It is very inexpensive to ad-
minister, it is well accepted by the public, it is difficult to evade,
it is tied directly to the highway use, and, unlike tolls, is collected
by all miles driven, thereby maximizing revenue collections. ATA’s
members will support increasing the tax on diesel fuel provided the
revenues go to improving the ability to move our nation’s freight.

ATA has requested that there be established a dedicated freight
program to address one of our most critical transportation needs,
and that is congestion relief. Reform of the current program cou-
pled with a vision for the future must occur in order to justify addi-
tional revenues. In short, ATA members are willing to pay for a
value received.

ATA agrees that the private financing of highway infrastructure
will play a role in addressing transportation needs for new roads.
However, we are very concerned about attempts by some states to
carve out the most important segments of the existing interstate
system for long-term leases to the highest bidder. The trucking in-
dustry opposes the imposition of tolls on existing lanes of the inter-
state highway system other than the conversion of the HOV lanes
into the HOT lanes.

Mileage-based taxes are receiving considerable attention as a
long-term alternative to a fuel tax. ATA has reservations about
such fees. Vehicle Miles Traveled, or the VMT taxes, would pose
significantly more problems with respect to tax evasion. Today, fuel
taxes are paid at the rack by around 1,300 facilities owned by ap-
proximately 300 companies. Auditing by the Internal Revenue
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Service, while still a challenge, is manageable. A vehicle-based tax
would cause the number of taxpayers to explode, essentially, every
licensed driver and registered vehicle. A VMT tax also would in-
volve very significant investments in vehicle and road-side or serv-
ice station-based infrastructure. ATA supports the user pay concept
and strongly believes a multi-modal funding mechanism should be
established for multi-modal project eligibility.

Lading taxes, container taxes, custom fees and other freight-re-
lated charges have been mentioned as ways to generate new rev-
enue without directly taxing highway users. However, a close re-
view of the various proposals reveals significant legal and adminis-
trative barriers.

We join with the organizations in calling for the immediate es-
tablishment within the U.S. DOT of a technical working group to
explore the various options and recommend to Congress a feasible
user fee. We also believe that the existing tax refunds and exemp-
tions should be carefully reviewed by this committee as part of the
reauthorization process.

Today, these special carve-outs for off-road use, government
fleets and others are estimated to cost the Highway Trust Fund $1
billion annually.

Mr. Chairman, I would like to conclude now my testimony with
a comment regarding the relationship between the infrastructure
needs and the recently House-passed climate and energy legisla-
tion. As we have discussed, the Highway Trust Fund is funded in
large measure by the federal tax on gasoline and diesel. While we
support that, these taxes are nonetheless a cost of doing business.
However, the climate and energy legislation is likely to signifi-
cantly increase the cost of fuel. This increase could very well jeop-
ardize the ability of the trucking industry to both fund much need-
ed infrastructure needs and absorb these additional costs to fuel
brought about through the climate and energy legislation.

Thank you for this opportunity to testify, and I look forward to
answering any of your questions.

[The prepared statement of Ms. Windsor follows:]
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Mr. Chairman and Members of the Subcommittee:

Thank you for the opportunity to present testimony on long-term financing options for
the Highway Trust Fund (HTF). My name is Barbara Windsor. | am President and
Chief Executive Officer for Hahn Transportation, based in New Market, Maryland, a
specialized carrier that transports petroleum products, aluminum, cement and other
products throughout the Mid-Atlantic region. Today, | appear before you representing
not just my company, but also the American Trucking Associations (ATA)
headquartered in Arlington, Virginia, where | currently serve as Second Vice Chairman.
ATA is the national trade association of the trucking industry. Through its affiliated state
frucking associations, affiliated conferences, and other organizations, ATA represents
more than 37,000 trucking companies throughout the U.S.

OVERVIEW OF THE TRUCKING INDUSTRY

With more than 600,000 interstate motor carriers in the U.S., the trucking industry is the
driving force behind the nation’s economy. Trucks haul nearly every consumer good at
some point in the supply chain. Few Americans realize that trucks deliver neatly 70
percent of all freight tonnage or that 80 percent of the nation’s communities receive their
goods exclusively by truck. Even fewer are aware of the significant employment,
personal income, and tax revenue generated by the motor carrier industry.

Nearly 9 million people employed in the trucking industry move approximately 11 biilion
tons of freight annually across the nation. Trucking annuaily generates $660 billion in
revenues and represents roughly 5 percent of our nation’s Gross Domestic Product.
One out of every 13 people working in the private sector in the U.S. is employed in a
trucking-related job ranging across the manufacturing, retail, public utility, construction,
service, transportation, mining, and agricultural sectors. Of those employed in private-
sector trucking-related jobs, 3.5 million are truck drivers.

The tfrucking industry is composed of both large national enterprises and a host of small
businesses, all of whom operate in extremely competitive business environments with
narrow profit margins. Roughly 96 percent of motor carriers have 20 or fewer trucks
and are considered small businesses.

Truck tonnage is projected to reach more than 13 billion tons by 2020, up from 10.2
billion tons in 2008. By 2020, trucking revenue will exceed $1.1 trillion, a market share
that will represent 84% of goods moved. Absent any increases in productivity, we
estimate another 1.84 million more trucks will be needed to serve the nation’s economy,
a 26% increase.”

Global Insight, LS. Freight Transportation Forecast to... 2020, 2009.

2
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HIGHWAY TRUST FUND REVENUES

The trucking industry is a significant user of the highway system and provides a large
share of revenues used to fund transportation infrastructure maintenance and
improvement. In 2006, commercial trucks paid 33% of state and federal highway user
fees, a total of $37.4 billion.? This included $17.8 billion paid into the federal Highway
Trust Fund, accounting for 45% of HTF receipts. Truck use of the system was
disproportionately low compared fo fees paid. Commercial trucks comprised just 14.4%
of vehicle miles traveled in 2006.°

Commercial vehicles operate on both diese! and gasoline and consequently pay the
24 .4 cents per gallon diesel tax and the 18 4 cents per gallon gasoline tax. Additionally
trucks paid the following in 2006:

= Heavy Vehicle Use Tax (HVUT): Trucks with registered weight of 55,000 pounds
to 75,000 pounds pay a Heavy Vehicle Use Tax of $100.00 plus $22.00 for each
1,000 pounds in excess of 55,000 pounds to a maximum tax of $550,000. This
tax provided $1.4 billion to the HTF.

= Sales Tax: Trucks and trailers pay 12% of retailer’s sales prices for tractors and
trucks over 33,000 pounds registered gross vehicle weight (GVW) and trailers
over 26,000 pounds GVW. This tax provided $3.6 billion to the HTF.

= Tire Tax: Trucks pay a tire tax on tires sold by manufacturers, producers, or
importers at the rate of $.0945 {$.04725 in the case of a bias ply or super single
tire) for each 10 pounds of the maximum rated load capacity of 3,500 pounds.
The tax provided $488 million to the HTF.

THE NEED FOR ADDITIONAL SURFACE TRANSPORTATION FUNDING

The shortage of funding for highways has been well-documented, and it is generally
recognized that current investments fall well short of real needs. Various assessments
have estimated that a/l levels of government must invest between $134 billion and $194
billion annually in order to simply maintain the surface transportation system’s current
level of maintenance and congestion.* An investment of $189 billion to $262 billion is
necessary in order to significantly improve the condition of these systems and meet
congestion reduction goals.® However, spending is expected to cover just 29% to 40%
of these costs.

* The Amcrican Trucking Associations, Trucking Trends 2008-2009 and Federal Highway Administration Highway
Statistics 2006

* Federal Highway Administration, 2006 Highway Staristics.

* Paying Our Way: A New Framework for Transportation Finance. Report of the Nationa) Surface Transportation
Infrastructure Financing Commission, Feb. 2009. NOTE: 2008-2035. All figures in 2008 dollars.

" Thid.
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Federal spending on surface transportation infrastructure aiso falls well short of
projected needs. While the HTF can only support a $32 billion annual program,
between $6Q billion and $87 billion will be needed to maintain the systems and $85
billion to $118 billion will be required to make significant improvements. A shortage of
federal highway funds is particularly worrisome because federal-aid highways carry
85% of all traffic.®

TRANSPORTATION REVENUE SOURCES

ATA recognizes the need for additional revenues to support our nation’s highway and
bridge infrastructure program. ATA also strongly supports the continued reliance on the
federal fuels tax — both diesel and gasoline — as the primary funding source for the
Highway Trust Fund. Consequently, ATA will support an increase in those fuel taxes
provided the revenues go to improving the ability to move the nation's freight. ATA
believes that the current highway program does not meet the needs of either passenger
or commercial transportation. In testimony before the House Transportation and
Infrastructure Committee, ATA has requested that there be established a dedicated
freight program to address one of our most critical transportation needs: congestion
relief. Reform of the current program coupled with a vision for the future must occur in
order to justify additional revenues. In short, the trucking industry will pay for value
received.

While maintaining our support for the federal fuels tax, ATA recognizes that additional —
or in some cases alternative — revenue sources may be needed. Whatever those
sources may be, ATA believes that sources of funding for highways should meet the
following general criteria:

» Minimize opportunity for evasion;

» Inexpensive and simple for government to administer, collect and enforce without
imposing excessive administrative and record keeping burdens on highway
users;

¢ Based currently on readily verifiable measure of highway and vehicle use;

+ Reasonably uniform in application among classes of highway users; and

» Not create impediments to interstate commerce.

FUEL TAX

ATA believes the fuel tax meets all of these criteria. Collection costs for the federal fuel
tax are just 0.2% of revenues.” Steps taken to move the point of taxation of fuel up the

° Federal Highway Administration, Highway Statistics 2007.
” American Transportation Research Institute. Defining the Legacy for Users: Undersianding Strategies and
Implications for Highway Funding, May 2007.
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supply chain have significantly reduced losses due to evasion, although® cpportunities
for revenue generation exist with additional reforms and stronger enforcement and
oversight.® Furthermore, the fuel tax is tied to highway use: the more an individual
drives, the more fuel is burned and the greater the tax burden on the motorist. And
uniike tolls, which apply to the use of specific roads or road segments, fuel taxes are
catlected on alf miles driven, regardless of the type of highway or street, maximizing
revenue collections.

The fuel tax will remain a reliable funding source for the foreseeable future. While a
recent decline in travel caused many to gquestion the sustainability of the fuel tax, on
closer analysis, the Federal Highway Administration (FHWA) found that nearly 60% of
the decline in HTF revenues in fiscal vear 2008 was the result of lower excise taxes on
truck fractors, fires and the heavy vehicle use tax. Much of the downturn was
attributable to a severe downturn in truck sales due to new environmental requirements
for truck engines. The challenge is not fo find a replacement for the fuel tax, but to
design a tax mechanism to augment the fuel tax.

TOLLS

ATA opposes the imposition of tolls on existing lanes of the Interstate Highway System,
other than the conversion of HOV lanes fo HOT lanes. We support S. 1115, the
“Freedom from Tolls Act of 2008", H.R. 1071, the “Keeping America’s Freeways Free
Act", and the elimination of certain toiling authority as proposed by the legislation under
consideration by the Transportation and Infrastructure Committee — the Surface
Transportation Authorization Act (STAA) of 2009. However, ATA recognizes and
accepts the need for innovative financing, including tolling, for expensive new highways
and bridges.

Tolis in general represent double taxation. Truckers pay an average of nearly 50 cents
per gallon in federal and state taxes on the diesel fuel they consume, and they pay
federal excise taxes on the equipment they purchase, on the tires they use, and for the
privilege of using their trucks. The states levy truck registration fees that average nearly
$1,700 a year per truck, and some states impose other highway use taxes as well.
These federal and state taxes apply whenever a motor carrier uses a road — whether
that road is folled or not. Charging tolls cn top of existing highway fees is inequitable,
unfair, and inefficient.

Tolls, uniike fuel taxes, are often easily avoided, by using alternative, less safe routes.
This was most clearly illustrated by the excdus of traffic from the Ohie Turnpike when
toll rates on that highway were increased by 82% in the 1990s. When the Chio
Turnpike increased its truck foll rate to 17.6 cents/mile for 5-axle trucks, the result was

£ 1.8, Department of the Treasury, Office of the Treasury Inspector Gencral for Tax Administration. Final Audit
Report — The Fxcise Files Information Retrieval System Has Wot Been Effcctively Implemented (Audit #
200520030), Oct. 18, 2003,

* Ihid

7y
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massive diversion to alternate routes. The Ohio Department of Transportation found
that a decade after the increase, growth in truck traffic on the turnpike was static, while
truck traffic on parallel roads tripled. ODOT determined that these parallel routes had
much higher accident rates. For example, U.S. 20, which saw a 267% increase in truck
traffic, had a fatal accident rate that was 17 times higher than the Turnpike's rate.’®

When tolls are imposed on a highway, diversion of traffic can have impacts well beyond
the immediate highway corridor or state border. This was clearly illustrated when
Virginia was considering a private-sector proposal to build mandatory-use toiled truck-
only lanes along all 325 miles of Interstate 81 in the Commonweaith. A study
conducted for the Commonwealth'" found that under the toll rates being considered,
more than half of the trucks and at least three-quarters of truck vehicle miles would shift
to alternate routes. Under a conservative toll rate, the study predicted that
approximately 26% of truck miles would shift to routes outside the Commonwealth.
Some of these routes would take trucks through already congested, highly polluted
cities, including Atlanta and Washington, DC.

Continuation of federal authority over tolling Interstate Highways is the only way to
ensure that the impacts of tolls on interstate commerce are accounted for when
determining tolling costs and benefits. ATA strongly supports the provisions of
Chairman Oberstar's STAA that would establish an Office of Public Benefit to oversee
toll fevels and perform an active role in protecting the public interest with respect to tolls
and privatization of roads. We also support the STAA’s proposal to give the OPB
authority to determine whether toll rates on federal-aid highways are just and
reasonable.

Furthermore, while state fuel tax collection costs are one to two percent of revenue, on
major toll roads collection expenses constitute one-quarter to one-third of revenue, 2
Adoption of electronic tolling will eliminate some labor costs, but the capital investment
will take decades to recover. One study found that even on toli roads with a significant
percentagge of users who pay electronically, collection costs were still 12% to 20% of
revenue.” As the number of toll facilities grows, so too do the number of points of
collection, creating an administrative and cash-flow nightmare for trucking companies
who operate throughout the country and are often required to establish accounts with
multiple tolling authorities. A lack of transponder uniformity will also force carriers to
purchase and install multiple transponders.

14 htip://www.dot state.oh.us/news/2004/northernohjotrucktraffic/northern_ohio_truck_traffic_fact.htm

" Reebic Associates, The Impact of Tolls on Freight Movement for 1-81 in Virginia, April §, 2004.

? American Transportation Research Institute, “Highway Funding Analysis: Defining the Legacy for Users,” 2007,
"* Comparative Analysis of Toll Facility Operational Costs, Washington State Department of Transportation, Feb.
22,2007,
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PRIVATIZATION OF TOLL FACILITIES

ATA believes that private financing of highway infrastructure will play a role in
addressing transportation needs for new roads. However, we are very concerned about
attempts by some States to carve up the most important segments of the existing
Interstate System for long-term lease to the highest bidder. \We believe that leasing
existing Interstate System highways to private interests is inconsistent with the efficient
and cost-effective movement of freight, is not in the public’s best interest, and
represents a vision for the Nation's transportation system that is short-sighted and ill-
conceived.

ATA supports S. 884 and S. 885, sponsored by Senators Bingaman (D-NM) and
Grassley (R-1A). S. 884 excludes privatized highways from highway allocation formulas.
Federal-aid highway mileage is included in allocation formulas because it is one
measure of funding need. However, if a state has effectively taken the liability for
maintaining and improving the highway off its books by leasing it to a private operator,
then the state no longer has a need for public funds to finance the costs associated with
the facility. S. 885 increases the depreciable life and amortization period for leased
highways. This legislation is necessary to prevent unnecessarily long leases and to end
a taxpayer subsidy of private corporations who lease highway assets.

While privatization discussions tend to center on the ability to generate capital and up-
front concession revenue, what often gets lost or ignored is the long-term impact of
these deals on highway users. Recent concessions allow tolls to rise significantly more
than had been the case when the roads were managed by the State or focal
government. Private toll road operators do not have the same concerns about the
impacts of toll rates on low-income workers or on the costs to businesses that depend
on the highway for transporting employees, customers, goods or services. Their
primary concern is, justifiably, to maximize the toll road’s profitability within the confines
of the fease agreement and the law.

Supporters of privatization point out that toll rates are unlikely to increase substantially
because drivers will simply migrate to toll-free roads. in some cases, a reasonable toli-
free alternative may be available. On most major toll roads, however, the only
alternative may be a two-lane road with traffic lights and a significant amount of local
traffic. Complicating the situation is a standard practice of including non-compete
clauses in lease agreements, which prohibit or severely restrict improvements to
competing roads. While these clauses have become less egregious over the years,
lessees have a great incentive to become advocates for making alternative routes less
efficient in other ways. For example, a non-compete agreement struck between the
private operator of the E-470 in the Denver area and local jurisdictions resulted in traffic
lights being installed and speed limits lowered on Tower Road in Commerce City in
order to make Tower Road a less attractive alternative to the E-470." ATA supports
Chairman Oberstar's proposal to prohibit non-compete clauses.

 Denver Post. 7ol of E-470's No-Compete Pact: Deal Creates Gridlock by Design, Nov. 9, 2005,
7
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Privatization boosters also point to caps on toll rate increases that have been a
standard part of privatization agreements. However, two major lease agreements that
have been completed in the United States — the indiana Toll Road and Chicago Skyway
— have been accompanied by very large initial rate increases combined with caps on
future increases that by some estimates could exceed six percent annually. Close
examination of these deals reveals the extent of the problem and should serve as
warnings about future privatization efforts. (See Appendix A)

Beyond the concerns over toll rates, there are also questions about whether private toll
road operators will act in the public’s best interest. It is impossible to predict changing
circumstances over the life of a lease, which tends to be long-term — up to 99 years in
duration. Many of the facilities under consideration for private takeover are among the
most critical finks in our freight and military logistics chains.

MILEAGE-BASED FEES

ATA has many concerns about mileage (or VMT) fees. The most oft-cited reason for a
mileage tax is that as vehicles become more fuel-efficient, or as gasoline and diesel are
replaced with alternative forms of energy, the fuel tax will become an unreliable source
of revenue. However, most experts predict that this only becomes a real concern in 15
to 20 years, and even then, most interstate commercial vehicles are expected to
continue to burn diesel fuel. It is also possible that new sources of energy, such as
electricity, natural gas, hydrogen, etc. could be taxed, making the expensive conversion
to a mileage-based tax unnecessary. Documentation from an Oregon mileage tax pilot
program acknowledged that electric vehicles, which cannot be charged the mileage fee
at a gas station, can be assessed a fee based on the amount of electricity used for
recharging. And unless a mileage-based tax is self-adjusting, it will face precisely the
same revenue-raising limitation as today's fuel tax.

There would also be significantly greater potential for tax evasion. Today, fuel taxes are
paid at “the rack” by around 1,300 facilities owned by approximately 300 companies.
Auditing by the internal Revenue Service, while still a challenge, is manageable. A
mileage-base tax would cause the number of taxpayers to explode — essentially to
every licensed driver, with potentially multiple registered vehicles.

GPS-based systems, such as that currently being utilized for trucks in Germany and the
system used in a University of lowa study, rely on on-board technology, which can be
tampered with. Significant effort and expense is required to ensure compliance.
Austria, which uses a dedicated short-range communication (DSRC) system to charge
truck tolls, relies on an extensive and expensive network of overhead gantries, which
read an on-board unit and apply a mileage charge with each pass. Switzerland has a
similar system, but also utilizes GPS. In both cases, as well as in the German system,
the gantries are used to verify that a valid, working OBU is installed.
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Collection likely entails significant capital and operating costs, particularly related to
enforcement. The user faces potentially significant capital costs to purchase and install
the transponder or on-board unit. Costs could be minimized if installed as original
equipment, but near total fleet turnover will likely take 20 years, requiring extensive
retrofitting unless a dual mileage/fuel tax system is adopted. It is clear, however, that
the collection costs to both the user and the tax collector will be far greater than is
currently experienced under the fuel tax system.

ATA is also concerned about the significant interstate commerce implications brought
about by the ability to use differential pricing based on geographic location. States
could very well determine where interstate traffic is prevalent and charge
disproportionately high fees based on geography. This creates the need for federal
oversight and possibly a high degree of federal control.

FREIGHT FEES

The STAA proposed by the House Transportation and Infrastructure Committee would
make $75 billion available over the life of the bill for multi-modal programs, specifically
Projects of National Significance and Metropolitan Mobility and Access. Additionally,
the legislation would continue to fund other programs for which transit and freight rail
projects are eligible. ATA supports the user pays concept and strongly believes that
other modes of transportation should contribute to the Highway Trust Fund if they are to
be made eligible to receive any portion of its proceeds.

ATA supports establishing a muiti-modal funding mechanism for multi-modal project
eligibility.  Bill of lading taxes, container taxes, customs fees and other freight-related
charges have been mentioned as a way to generate new revenue without directly taxing
highway users. ATA believes that it is appropriate to ask the beneficiaries of these
freight project investments to contribute toward covering the costs. However, a close
review of the various proposals reveal significant legal and administrative barriers. We
join with organizations such as the National Retail Federation, Waterfront Coalition and
Retail Industry Leaders Association in calling for the immediate establishment, within
the USDOT, of a technical working group to explore the various options and
recommend to Congress a feasible user fee.

CONGESTION PRICING

One type of tolling is cangestion pricing — charging higher during peak periods to
encourage different behavior, either by traveling during off-peak periods or by choosing
an alternate mode of travel such as public transportation. For the trucking industry, no
alternate mode of transportation exists, and the trucking company’s customers generally
dictate pick-up and delivery times.
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Because of the competitive nature of the industry, many trucking companies find it
extremely difficult to assign tolls to individuat deliveries, thus giving the shipper, no
incentive to change schedules. This makes congestion pricing unworkable for trucking
companies. These conclusions are supported by a report from the Rensselaer
Polytechnic Institute.”® That study found that when pricing was imposed on trucks
entering New York City, only 9% passed the fees on to their customers, and on
average, the increased rates did not recover the total toll cost. The study concluded
that a toll charge of $203 — which must all be passed on to the shipper — is the minimum
price necessary to substantially affect receivers’ willingness to adjust delivery
schedules.

The number of passenger and commercial vehicle drivers who are willing and able to
change their travel patterns may be low. FHWA’s 2006 Conditions & Performarice
Report, for example, determined that the average per-mile charge necessary to effect a
change in behavior among enough passenger car drivers to impact congestion is 20
cents per mile. This is roughly equivalent to a gasoline tax of $4.44 per gailon.

While the London congestion charge is often cited as an example of pricing that works,
the most recent evaluation by Transport for London'® found that congestion is no better
than it was prior to the adoption of pricing. Despite an expansion of the priced zone and
an increase in the congestion charge, traffic conditions in London continue to
deteriorate. New York City recently considered such a "cordon pricing” plan in
exchange for a multi-million-doliar grant from the U.S. Department of Transportation.
The idea uitimately rejected by the state legislature. An evaluation of the initial proposal
submitted by the Mayor showed that pricing would have very little impact on congestion.
Speeds within the pricing zone were projected to increase by just 7%, bringing speeds
from a current average of 8 mph to a new average of 8.56 mph."”

ADDITIONAL REVENUE SOURCES

All existing tax refunds and exemptions should be carefully reviewed by this Committee
as part of the reauthorization process. Today these special carve-outs for off-road use,
government fleets, intercity buses, and others are estimated to cost the HTF $1 billion
annually. ATA would also encourage the Committee to consider eliminating truck
excise taxes on new trucks and tires, and instead charge an equivalent diesel fuet tax.
Truck sales are extremely cyclical, even without recent environmental mandates,
causing associated tax receipts to fluctuate wildly. Incorporating these fees into the
diesel fuel tax would increase the predictability of tax revenues.

1* Jose Holguin Veras. Necessary Conditions for Off-Hour Deliveries, Freight Road Pricing and Alternative Policies
in Competitive Markets, 2007.

" Transport for London. Central London Congestion Charging: Impacts Monitoring, Sixth Annual Report, July
2008.

' City of New York. PlanYC Transportation Technical Report, April 22,2007,
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CONCLUSIONS

ATA urges the Commiltee to consider the impacts of any highway use fee on the users
of the system, and to ensure that all costs, both direct and indirect, are accounted for o
the extent feasible. For example, no examination of toll financing is complete without
also considering the additional infrastructure, energy and envirenmental costs due to
evasion. While ATA is willing to consider support for alternative revenue sources, we
firmiy believe that an increase in the fuel fax — with the additional revenue invested in
prajects and programs that address national needs — is by far the best way to ensure
sufficient funding for highway projects over the near term.

Mr. Chairman, | would like to conclude my testimony with a comment regarding the
relationship between our infrastructure needs and the recently House-passed climate
and energy legislation (H.R. 2454}, As we have discussed, the Highway Trust Fund is
funded in large measure through the federal tax on diesel and gasoline. While we
support that, these taxes are nonetheless a cost of doing business. However, the
climate and energy legislation is likely to significantly increase the cost of fuel. This
increase could very well jeopardize the abliity of the trucking industry to both fund much
needed infrastructure needs and absorh these added costs to fuel brought about
through the climate and energy legislation.

Thank you for the opportunity to testify and | look forward to answering your questions.
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APPENDIX A

INDIANA TOLL ROAD

In 2008, the state of Indiana agreed to lease the Indiana Toll Road to the Macquarie-
Cintra private sector consortium. In exchange for a $3.85 billion concession fee, the
firms can collect the toll revenue and agree to operate, maintain and improve the
highway. Under the agreement, toll rates for a 5-axle truck increase incrementally from
$14.55 to $32.00 in 2010 (all figures assume the truck traverses the entire length of the
highway). On June 30, 2010 the lessee can increase toll rates by 8.2%, the rate of
inflation (CPI) or the annual rate of change in national GDP per capita, compounded
over the previous 4 years. From 2004 to 2005, the increase was 5.4%. Assuming a
conservative 5.5 % annual average increase, the toll rate for a 5-axle truck may
therefore rise by up to 23.9%, or to a rate of $39.64 in 2010. Therefore, toll rates for a
5-axle truck may increase by about 172% over five years if the lessees decide to
maximize toll rate increases.

The impact of Turnpike privatization on users of the highway has been significant. Less
than two years after financial close, toll rates for a 5-axle truck increased by more than
87%, from $14.55 to $27.25. Toll rates on cars paying cash went up by 72%. Over a 2-
year period between September 2005 (prior to privatization) and September 2007 (14
months after privatization) revenue increased by more than 62% despite a four percent
reduction in traffic.™®

Toll rate increases of these magnitudes will inevitably result in diversion of traffic. By
2010, the truck toll rate on the Indiana Toll Road is likely to be approximately 25 cents
per mile, 42% higher than the Ohio Turnpike’s toll rate at its peak. The two highways
are essentially the same route, and have similar alternatives. Therefore, itis
reasonable to expect a level of diversion on the Indiana Toll Road that is at least as
great as was experienced in Ohio.

There is a significant difference between the states that allows one to address these
challenges effectively and forces the other to suffer the consequences. Because the
Ohio Turnpike Commission is a public authority, the Governor and Secretary of
Transportation were able to make changes — including lowering truck toll rates and
increasing speed limits — which attracted a substantial amount of truck traffic back to the
turnpike. Since control of the Indiana Toll Road has shifted from public to private
hands, addressing these types of issues will not be quite as easy, and the lessees will
base all changes in their operations on the potential impacts on their profitability, and
not on the impacts on the public welfare.

Finally, the projected toll rates far exceed what is necessary to raise sufficient money for
the operation, maintenance and improvement of the indiana Toll Road. This means that

1% Macquarie Infrastructure Group. Press Releases October 8, 2006; October 8, 2007.
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toll road users will be forced to subsidize other state functions and enrich toll road
investors, with little benefit to themselves.

CHICAGO SKYWAY

Effective in 2005, the City of Chicago agreed to a concession agreement in which
Macquarie-Cintra would take control of the Chicago Skyway for 98 years in exchange
for $1.8 billion. Concession revenue is to be used primarily to pay off city debt.

Macquarie-Cintra used similar toll escalation caps for both the Indiana Toll Road and
Skyway deals. However, the availability of free alternatives may hold rates down.
Interestingly, the lessee was given the option to increase tolls during peak travel periods
for vehicles with more than 3 axles (i.e. trucks and buses), which they have already
taken full advantage of. However, the concession agreement did not allow them to
impose congestion pricing on passenger vehicles, which comprise the vast majority of
vehicle traffic and cause the bulk of the congestion.

Toll rates will increase by 150% over the first 12 years of the lease and then are capped
at about 6% (based on historical GDP/capita). Most Skyway users are Indiana
residents, so there is little political impact from these increases and little recourse for
users of the toll road other than fo vote with their wallets and use an alternative route if
possible. The toll increases are essentially a commuter tax, with the lessees and the
city, not the payers of the tax, enjoying the benefits of the revenue.

Chairman NEAL. Thank you, Ms. Windsor, for your testimony.
Mr. Picknelly, you testified about the partial exemption from the
federal fuel tax that buses are currently eligible for. What is the
history of that exemption and is it still relevant?

Mr. PICKNELLY. The history is it was enacted in the 1970s dur-
ing the fuel crisis of that decade, and it was designed to encourage
bus rider-ship. It was recognized then, as it still is today, that the
bus is the most fuel-efficient way of moving people. So it enabled
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the bus operators to increase service at lower fares, encouraging
people to take the motor coach versus their own car. I think it is
even more relevant today, Congressman, because we have such a
dependency on foreign oil, and we have global warming, for all of
which the bus is a solution. If more people were to take the bus,
we would be using much less foreign oil. A bus can take 55 people
from Washington to New York City on less than 30 gallons of fuel.
And it is the greenest mode of transportation out there, so I think
today it is even more relevant than it was in the 1970’s.

Chairman NEAL. Thank you. And, Mr. Darbelnet, you testified
that AAA has opposed congestion pricing when no reasonable sub-
stitute has existed as an alternative route, but do you support
priced roads as an alternative to congestion pricing. Can you give
us an example of a priced road and explain why it is better than
congestion pricing?

Mr. DARBELNET. Well, thank you. We are accepting of the fact
that pricing access to roads is a reasonable way of dealing not only
with our need to fund the nation’s infrastructure but also to affect
behavior. What we are very concerned about are situations where
there is no alternative but to take a road for which there is an ad-
ditional charge. So to the extent that we use road pricing or tolling
on new capacity or on parallel capacity, we aslo believe that there
should always be a free alternative.

Chairman NEAL. Thank you. And I am going to relinquish the
chair to Mr. Thompson, only because Speaker Pelosi has requested
that I be in her office for a meeting on the Medicare reimburse-
ment geographic disparity issue. And coming from Massachusetts,
you should know that is a pretty big issue. And I hope I am on the
same side of it that she is.

Mr. Thompson. Mr. Tiberi is recognized to inquire.

Mr. TIBERI. Thank you, Mr. Chairman. We will miss you. Ms.
Windsor, you testified at the end of your testimony that the in-
crease with respect to the issue of the House-passed version of cap
and trade, and I quote, “This increase could very well jeopardize
the ability of the trucking industry to both fund much-needed in-
frastructure needs and absorb these added costs to fuel brought
about through the climate and energy legislation.” Could you elabo-
rate because what you did not talk about was as a trucking com-
pany owner and operator, what sort of impact the legislation and
what you have supported, and that is a gas tax increase, the two
of them combined or just the cap and trade legislation would have
on jobs in the trucking industry?

Ms. WINDSOR. Yes, we have had reservation concerning the cap
and trade. We have spoken to some people, and we have been ad-
vised by one field distributor that it could increase our diesel fuel
as much as 70 to 90 cents per gallon. With a fleet average of 6.2
miles per gallon, that would be an extraordinarily heavy increase
to us on a day to day basis.

As we saw last year, when diesel fuel was $4 per gallon, many
small companies were put out of business because they could not
absorb those exorbitant fees, that on top of the diesel fuel that we
already pay, the taxes.

Mr. TIBERI. What does the average member have in terms of
employees, in the trucking association, what is the average?
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Ms. WINDSOR. I beg your pardon?

Mr. TIBERI. The average member of your association, how many
employees do they have, do you know?

Ms. WINDSOR. Well, the majority of our trucking companies are
20 trucks or less.

Mr. TIBERI. Okay.

Ms. WINDSOR. And, of course, we have the large companies
also, that would be thousands and thousands.

Mr. TIBERI. But the majority are small——

Ms. WINDSOR. Small.

Mr. TIBERI. Operators?

Ms. WINDSOR. Small operators.

Mr. TIBERI. Thank you. Mr. Moorman, I want to just comment,
thank you for your investment in central Ohio, Rickenbacker and
Columbus.

Mr. MOORMAN. It is a great place for us.

Mr. TIBERI. And I have seen firsthand the investments that you
are making and appreciate that. Mr. Kienitz, before you got here,
I don’t know if you heard Mr. Oberstar’s testimony with respect to
the shortfall of $3 billion, and I have read the Administration be-
lieves it is anywhere between $5 and $7 billion. Where do you be-
lieve that disparity is, and do you believe the $3 billion would cover
the shortfall or is it in your opinion $5 to $7?

Mr. KIENITZ. Thank you, sir. The $5 to $7 number was some-
thing we released probably two months ago now, and these are all
sort of projections based on what we think tax revenues will be and
what we think payments out will be. We have been obviously track-
ing that. And I had a long meeting with our budget folks the day
before yesterday to try to nail down this exact question. I think Mr.
Oberstar referred to our current projection. What we do is we re-
port projections of balances of once a week in the Trust Fund from
here out until October. And so the lowest negative number on that
sheet is $1.9 billion. I think he correctly stated that. I think he also
correctly referred to the fact that the mid-year budget adjustment
that happens every August is coming up. The last several of these
have been downward adjustments for the Highway Trust Fund,
and so past history would indicate that we could expect potentially
more of that. And so you are in the two’s and something there.

The only thing is the way that the cash management works in
the Trust Fund is that we get payments twice a month from the
Treasury Department, and we get bills submitted everyday by
states. And so this question of what the weekly snapshot number
is depends entirely——

Mr. TIBERI. So you think the $3 billion would cover it?

Mr. KIENITZ. I do not think the $3 billion would cover it.

Mr. TIBERI. Do you think it would need $5, $6, $7?

Mr. KIENITZ. I think our view is still at a minimum $5 is the
number that is safe.

Mr. TIBERI. You heard Mr. Mica talk about this Vehicle Miles
Traveled tax. What is the Administration’s position today on that?

Mr. KIENITZ. At this point, it is not something we are sup-
portive of at this moment.

Mr. TIBERI. But you could be?

Mr. KIENITZ. I certainly would not want to speculate on that.
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Mr. TIBERI. Okay. How about Mr. DeFazio’s tax that he
talked

Mr. KIENITZ. This is the tax on futures trades. I had an ex-
change with him at a hearing that he chaired last week on this
point. We have our economic team looking at that. I think one of
the issues they are examining is how would the presence of such
a tax change the behavior of folks in that industry. In particular,
whether it push those trades offshore where they are not subject
to taxation by the United States.

Mr. TIBERI. How about the taxing of barrels of crude and im-
ported refined gasoline?

Mr. KIENITZ. Not something that we are supporting right now
that I know of.

Mr. TIBERI. How about indexing the gas tax that he talked
about?

Mr. KIENITZ. Neither that.

Mr. TIBERI. Not supporting that at this point in time?

Mr. KIENITZ. I do not think so, no.

Mr. TIBERI. Maybe later?

Mr. KIENITZ. Once again, I would leave that for later.

Mr. TIBERI. Okay, thank you. Thank you, Mr. Chairman.

Mr. THOMPSON. [Presiding.] Thank you. Mr. Secretary, while
you are on the tax hot seat here.

Mr. KIENITZ. Yes, sir?

Mr. THOMPSON. Can you tell me why you would believe that
the Administration would not be supportive of the miles traveled
tax?

Mr. KIENITZ. I think our view right now is that this summer
is the middle of one of the deepest recessions that has been seen
in this country certainly since I have been in this business, and
maybe in 40 or 50 years, and so now is not the time to do that or
seriously consider that.

Mr. THOMPSON. So that would be your answer to any of the
means by which to increase revenue?

Mr. KIENITZ. That would be my principal answer.

Mr. THOMPSON. On the miles traveled specifically,——

Mr. KIENITZ. Correct.

Mr. Thompson [continuing]. is there a reason that you would put
that in the good policy category or the bad policy category?

Mr. KIENITZ. Personally, I see the attraction of it given the de-
clining yield we get out from traditional gasoline taxes. To the de-
gree that I have discussed with people who are more expert than
I about what the actual implementation of this would be, there
would be a multi-year process of taking the technologies that exist,
that have been tested in Oregon and a couple of other places, fig-
uring out how to scale them, creating back office systems, there is
a lot of work that would go on in doing that. So even if we decided
today full speed ahead, I am not sure that within the next four or
5 years, you are actually able to transition the system over to
something that is so different.

Mr. THOMPSON. Okay, thank you. Ms. Windsor, on the Vehicle
Miles Traveled, do you have any insight as to whether or not you
think that would be a fair way to go?




112

Ms. WINDSOR. We understand that with the passenger cars, it
is something that has been tested and has had some pilot pro-
grams. We know that with the alternative fuels, that gasoline taxes
will erode through the years. Diesel, however, will not because
there are no alternative fuels for our diesel trucks at this point. So
without a pilot program or further study, we feel like that we are
not supporting the vehicles miles tax.

Mr. THOMPSON. Mr. Darbelnet, on your testimony, you out-
lined some principles that you thought we needed to adhere to, one
of which it needed to be fair to all users. Do you have a comment
on the Vehicle Miles Traveled, do you think that would be some-
thing that would be fair to all users?

Mr. DARBELNET. Well, I think it is worthy of consideration,
and we are pleased to see the pilots that have been occurring.
There are obviously some concerns, some of them relate to privacy.
Some of them were mentioned earlier today, and they relate to our
ability to ensure that we are actually collecting everything that we
should, and that we are not exposing ourselves to greater fraud.
But as a concept, the VMT tax is not that far away from what we
currently have. The gas tax is in essence a tax we pay on the basis
of what you assume will be the number of gallons it takes to drive
100 miles.

Mr. THOMPSON. Back to the fairness issue, do you see any
problems with rural drivers versus suburban or urban drivers?
People in the district where I live, they do not have, for instance,
public transportation available to them. The miles that they have
to drive to get to and from work, just because of the remoteness
of the area, are far greater. There are a whole bunch of reasons
why miles driven would calculate up a lot quicker than something
else.

Mr. DARBELNET. Well, it might calculate up more quickly than
something else, but it is not that different from the gas tax that
we currently have, and that people in rural environments today,
with no alternative but to drive their own vehicle, are buying more
gas than people in urban settings where they can decide to take
transit or the bus or their bike. So I do not think there is a great
deal of inequity between the VMT and the current gas tax provided
we address some of the other issues. Where I think we would have
difficulty selling the VMT to the motoring public would be if cer-
tain categories, and I understand the point made by the trucking
industry relative to diesel and so on, but if we found ourselves in
a situation where motorists are paying on the basis of miles trav-
eled and other important segments of the users are not, then I
think we would have difficulty explaining why it is fair.

Mr. THOMPSON. I just did a real quick calculation to drive from
one end of my district to the other. And right now under the cur-
rent situation, I would pay a few dollars, a little over $4 in gasoline
taxes. If we did it by miles traveled, it would be over $20, about
a 380 percent increase.

Mr. DARBELNET. Well, that would appear unfair, but I assume
it is a function of what rate would be establishes for the miles trav-
eled tax. And if the rate was lower, it could equate to what you are
currently paying.
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I would like to make one other point about VMT, and it is that
it removes, and this is not the reason not to consider it, but it re-
moves one of the incentives which exist today for people to buy
more fuel-efficient vehicles. It does not completely remove it but it
mitigates it to some extent because as a taxpayer if I realize that
when I am buying fuel, I am paying not only for the fuel but also
for taxes. If those taxes are removed, the price of fuel hopefully
would decline and the interest I might have in buying a more fuel-
efficient and environmentally-friendly vehicle could be somewhat
m(iitigated as a result. And we need to consider that as we con-
sider

Mr. THOMPSON. Could be reduced, there is no incentive to pur-
chase a more fuel-efficient vehicle.

Mr. DARBELNET. It could reduce the incentive to do so.

Mr. THOMPSON. Thank you. Mr. Heller.

Mr. HELLER. Thank you, Mr. Chairman. Ms. Windsor, I am just
looking at my notes here, and I am trying to figure out if you are
here on behalf of the ATA or as the CEO of Hahn Transportation?

Ms. WINDSOR. Actually, both. I am a trucker and, yes, I am
representing ATA.

Mr. HELLER. Did I understand correctly that the ATA does en-
dorse a gasoline tax increase?

Ms. WINDSOR. Yes, we do.

Mr. HELLER. Is that a decision made by the board of directors
or your actual members?

Ms. WINDSOR. The executive committee has endorsed it because
we believe it is a user fee, yes.

Mr. HELLER. Is there a report, I do not know if it would come
out monthly or quarter, of the amount of diesel that is used in this
country? Someone said a report was coming out recently, I had not
heard of diesel report or volume of diesel use in this country, are
you aware of any report?

Ms. WINDSOR. I am not aware, but I imagine there could be a
report.

Mr. HELLER. Would you anticipate that there would be an in-
creased volume in diesel used in this country in the last 6 months
or a decrease?

Ms. WINDSOR. In the past 6 months, with the new diesel that
we have, it burns frankly much cleaner but we have lost some of
our miles per gallon. It is very clean burning.

Mr. HELLER. Okay, so in your capacity, in your private capacity
as a trucker, you would say you have increased the actual vol-
ume——

Ms. WINDSOR. Yes, yes.

Mr. Heller [continuing]. because of the

%VIS. WINDSOR. Because of the—diesel, the cleaning burning die-
sels.

Mr. HELLER. Thank you. Mr. Kienitz, according to Mr. Tiberi’s
questioning, it is hard to get you on a gasoline tax where the Ad-
ministration is today, where they would be if the economy would
turn around. I am not sure where you are on VMT either, and I
am not trying to push you out in one direction or another but has
the Administration taken any positions on some of the proposals
that Chairman DeFazio discussed today? He had three proposals,
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one is indexing the gas tax and using the money to repay new
bonds, taxing barrels of crude and imported and refined gasoline,
and imposing a tax on transactions in oil futures and options. Do
you guys have any positions on any of those?

Mr. KIENITZ. We are not supporting any new revenue for the
trust fund from a new tax source right now. And so I guess those
three would fall under that. We are certainly examining in par-
ticular the futures trading proposal because it is a complicated
thing to try to figure out what the actual effect would be, but we
have not endorsed any revenue.

Mr. HELLER. Okay, one more question, Mr. Chairman. The new
transportation bill has a new allocation process. It was at one time
82 percent of the current funding went to highways, 18 percent
went to transit. Under the new reauthorization, the proposal is 70
percent for highways, 20 percent for transit and 10 percent for
high-speed rail. Has the Administration taken a position on that?

Mr. KIENITZ. I am not sure which proposal are you referring to
that has that?

Mr. HELLER. I am referring to the 700-page——

Mr. KIENITZ. Oh, the committee draft?

Mr. HELLER. Yes.

Mr. KIENITZ. From the T&I committee. We have been having
discussions with Mr. Oberstar and with his staff about the specifics
of that bill, both its broad outlines and the specifics. We have not
taken a particular position on it, either the pieces of it or the total
thing, but obviously it is a major proposal, and we are hoping to
work with them on it.

Mr. HELLER. Thank you. Mr. Chairman, I yield back.

Mr. THOMPSON. Thank you. Mr. Blumenauer.

Mr. BLUMENAUER. Thank you, Mr. Chairman. I was intrigued,
Mr. Darbelnet, you talked about how when you combine the
changes in the mileage, the efficiency, with the loss of purchasing
power, the average motorist today is paying about half of what
they were 20 or 30 years ago, or I guess it was back in 1993, when
the gas tax and diesel was last adjusted. I am curious, Ms. Wind-
sor, how does that balance work today for the trucking industry?
Have you seen efficiencies in utilization that would make your pro-
portionate cost be that much less?

Ms. WINDSOR. Well, the price of diesel back in the 1990s was
considerably less than gasoline, and that was the disparity between
18 cents and the 24 cents we pay on diesel. Now, diesel is more
expensive than gasoline.

Mr. BLUMENAUER. I guess the question that I would love to
explore with both the trucking industry and AAA is the equity be-
cause what is clear is that, as we go forward, there will be less
being supplied by motorists per each mile driven. I want to know
how that works with the trucking industry. I have been talking to
people who have been talking about super-efficient trucks that are
on the horizon, but I want to be able to understand what that bal-
ance is because it appears to me that the efficiency for plug-in hy-
brids, the alternatives, are much greater for the motoring public,
so that more and more of the burden is going to fall on the trucking
industry unless we do something like Vehicle Miles Traveled. So if
you would help us understand what that disparity is? And I would



115

respectfully request that we have both the AAA and the truckers
help refine that.

Mr. Chairman, I appreciated your line of inquiry about Vehicle
Miles Traveled, and I would just note for the record that that is
entirely dependent on what the rate is. The pilot project in Oregon
has been calculated based on just replacing the current miles per
gallon. So that it was not designed to increase or reduce revenues,
it was just designed to replicate it and test the hardware, test peo-
ple’s reaction to it, and I want to identify with what our witnesses
are saying. That is why the legislation that I have introduced
would extend the pilot project to every state in the union, so that
people in rural, urban, big states, and small states can find out
how it works and help us refine it because it is going to take—I
agree with Mr. Kienitz, it will take four or five or 6 years to actu-
ally implement. Actually, the trucking industry could implement it
much faster because so many trucks have already the monitoring
equipment, but we could not do it system-wide. So I am strongly
urging that we go forward with a plan to be able for people to test
it, to calm their concerns that big brother is watching, although
anybody with a cell phone or a Blackberry has that already, I find
certain irony in people raising that while walking around with a
chip that can be monitored, but being able to really test it and
being able to make sure that we have a user fee in the future that
helps us balance it.

And I would just note for the record, one of the things that could
happen is including an adjustment for the road utilization, which
we cannot do today with the gas tax, and that there is not actually
the same demand with somebody with a small car in rural Mon-
tana going over that road as opposed to somebody with a larger rig
that is in an area where there is more congestion and more prob-
lems. So, unlike what we do now, where they are paying more, we
would have an opportunity to adjust it to attune to the cir-
cumstances.

And I will just conclude, Mr. Chairman, I know we have got
votes coming forward, but I really have appreciated the testimony
that has been broad-gauged, that talks about the need of investing
in the infrastructure, people raising legitimate questions about bal-
ance and fairness and equity that really do need to be resolved,
and looking at the mechanisms that we have got moving forward,
so we do not end up penalizing rail or freight movement or auto
motorists, as we move forward because the stakes are very high.
And I deeply appreciate this opportunity and the witnesses presen-
tation.

I am going to apologize in advance, we have been summoned to
the Speaker’s office, and so I do not know that I will be able to re-
turn for the next panel, I will if it is humanly possible.

Mr. THOMPSON. Because you may not be back, Mr.
Blumenauer, let me just add I appreciate your openness to looking
at the disparity between urban and rural. There are a lot of dif-
ferent factors, not only miles traveled but in rural districts, dis-
tricts such as mine, there are often things you cannot do with a
fuel-efficient automobile. It is very, very difficult to haul a gondola
full of grapes to the winery with a Prius, and stock trailers and
things like that, hauling logs to the mill, it is a tough deal. And
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there are some issues there that we would have to look closely at
to make sure that everybody is treated equally and, as the gen-
tleman from AAA pointed out, that fairness has to be an important
part of whatever we do. So I appreciate your comments.

I want to thank the panelists for being here. I want to apologize
to the next panel for the wait that you are going to have to put
up with. We have, as was mentioned, a series of votes, so it has
been concluded that we will recess the panel until after the last
vote, and then we will come back and resume our work. So, panel
number three, thank you. Panel number four, you have got a little
bit of time to make your way up and settle in. So thank you very
much. The committee stands in recess.

[Recess.]

Chairman NEAL. Let me reconvene the subcommittee. I want to
thank our last panel for their patience, and I want to now call up
our really last panel. First, let me welcome Allen Biehler, secretary
of the Pennsylvania Department of Transportation, testifying on
behalf of the American Association of State Highway and Transpor-
tation Officials.

Next, we will hear from Mr. James Whitty, manager of the Office
of Innovative Partnerships & Alternative Funding at the Oregon
Department of Transportation. We would like to welcome Janet
Kavinoky, director of Transportation Infrastructure at the U.S.
Chamber of Commerce and Executive Director of Americans for
Transportation Mobility Coalition. Next, we will hear testimony
from Mr. Edward Wytkind, president of the Transportation Trades
Department at the AFL-CIO. And, finally, we will welcome a very
patient Don Weaver, vice president of the Weaver-Bailey Contrac-
tors in El Paso, Arkansas and chair of the Associated General Con-
tractors of America.

Secretary Biehler, you are recognized to offer your statement.

STATEMENT OF ALLEN D. BIEHLER, SECRETARY, PENNSYL-
VANIA DEPARTMENT OF TRANSPORTATION, HARRISBURG,
PENNSYLVANIA

Mr. BIEHLER. Thank you, Mr. Chairman, and thanks for invit-
ing us to give comments.

The concerns of the state Departments of Transportation are
pretty basic and pretty obvious, as your opening remarks earlier
this morning, and that is two things: One is the immediate threat
of the Highway Trust Fund insolvency, and then finally the need
to enact a well-funded longer range service transportation author-
ization bill.

I think it is also clear that we would agree that transportation
is a critical engine of the American economy, and it sustains good-
paying American jobs.

SAFTEA-LU, when it was enacted back in 2005, we had hoped
was going to have sufficient revenues to sustain us. We have talked
and heard testimony this morning about how unfortunately that is
not the case, that the revenue income is not meeting the expenses
that are being incurred by the states. At least, the most recent
number we had heard was that the immediate shortfall was in the
neighborhood of $7.5 billion, and that that needs to be transferred
into the Trust Fund simply to cover Fiscal 2009 commitments. If
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the Trust Fund becomes insolvent, significant problems occur for
the states. The states will be saddled with the problem of what to
do next and try to guess if and when the problem will be solved.
And it is a real Russian roulette issue for us, but we would start
taking the only responsible actions that we know how to take,
which is frankly to start suspending ongoing construction contracts,
as well as either delaying or simply putting off issuing new con-
tracts. Ironically, it comes at a time when Congress saw fit to enact
a stimulus bill, which has really helped all of us ramp up, and so
far we have been successful at meeting all of the congressional
benchmark numbers and are moving very quickly to bolster our
construction work, and it would be right at that time when we
would then be facing some interesting constraints in the program.

If, in fact, we do not deal with 2009 and that problem continues
into the next fiscal year, Fiscal 2010, not only will we need an ad-
ditional $7.5 billion for 2009, but the projection is that we will need
an additional $10 billion for 2010. If we do not do that, the 2010
program is projected to drop to $5.7 billion, which is 86 percent less
than projected. And so you can imagine the angst that it gives us.

I can tell you that in the case of Pennsylvania, just to use as an
example, we would have to reduce our current calendar 2009 con-
struction program by 70 percent. So it is a number that is
daunting. And my colleagues around the country would face the
same problems, we just cannot get there. Hopefully, we will agree
that we have just got to avoid that.

As we look forward to a tougher issue, which is the 6 year reau-
thorization bill, we note that obviously the last time user fees were
increased was back in 1993. And despite, again, hoping that our
revenue was going to keep pace with our expenses, that is not the
case. And so we face what we think are the right issues and tough
issues of looking to user fees again as a way to address the future
6 year needs, and coming to grips with that is difficult. However,
we think it is critical. In my long written testimony, AASHTO has
identified a very long menu of options to choose from. We certainly
note, and I know one of the speakers, in fact to my left and to your
right, will be addressing the issue of VMT. AASHTO has looked at
VMT, and looks at it as one of the new methods that we think is
very promising to deal with the tough issues of finding funds to ba-
sically deal with the Trust Fund.

So let me just say in conclusion that both the federal highway
as well as the transit programs face the long-term revenue short-
falls. In addition to pilot testing VMT, which could take years, we
need to look at that mechanism, as well as perhaps a menu of
other options. And, as we have noted, both national commissions,
both the Policy Commission and Revenue Commission concluded
that we really do need in fact to take a substantial step forward
and increase revenues, and we think user fees are the primary
source that we should look for.

Thank you.

[The prepared statement of Mr. Biehler follows:]
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Mr. Chairman, and Members of the Subcommittee, I am Allen Biehler,
Secretary of Transportation for the State of Pennsylvania and President of
the American Association of State Highway and Transportation Officials
(AASHTO). Today 1 am appearing on behalf of (AASHTO), which
represents the departments of transportation in the fifty states, the District of
Columbia and Puerto Rico.

First, I want to thank you, Mr. Chairman, for holding this important hearing
on the long-term measures to finance the Highway Trust Fund. The
immediate threat of insolvency and the impending need to enact a well
funded long-term surface transportation authorization bill will benefit from
the information garnered in this hearing, and for your leadership in working
toward a new, multi-year surface transportation authorization bill to replace
the expiring SAFETEA-LU Act.

Transportation is a critical engine of the American cconomy. Capital
investment in our national surface transportation infrastructure is important
and fundamentally different from other kinds of government operations
spending. Investing in transportation assets that last 50 to 100 years or more
produces economic and societal benefits for many generations to come.
Moreover, it creates and sustains good-paying American jobs.

Established in 1956 to fund the Interstate Highway System, the Highway
Trust Fund is the principal source of funding for Federal investment in
surface transportation infrastructure. Supported by a dedicated stream of
user revenue, the Trust Fund allows Congress to finance surface
transportation programs through the use of contract authority, which allows
for commitments to be made in advance of receipts being received. This
provides the stability and predictability that are essential to the success of
long-term capital investments. States and local governments are then able to
execute long-term planning and multi-year construction contracts based on
that stability and predictability. And over the years, Congress has provided
additional revenue to ensure investments could be continued in keeping with
the needs of the nation.

Today, however, the Highway Trust Fund is in crisis.

In the short-term, the Highway Account of the Trust Fund faces insolvency
before the end of the current fiscal year and the prospect of a greatly reduced
program in FY 2010. In the long-term, the Trust Fund faces an enormous
gap between available resources and the investment needs necessary to
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modernize our national surface transportation systems to meet the challenges
of the 21* Century.

Consequently, we find ourselves at a crossroads. This hearing is an
important step te finding the way forward and to identifying ways to
increase Trust Fund resources in the long-term so that the Trust Fund can
meet the investment needs of the Nation.

AASHTO comes down squarely on the side of continuing a strong Federal
program. AASHTO believes that a strong Federal partner is essential in
meeting our short-term and long-term transportation needs. AASHTO
further believes that the stability and predictability that comes from a robust,
adequately financed Highway Trust Fund is essential.

Today, as we consider these issues I would like to address the short-term
funding crisis facing us and offer some ideas for meeting the long-term
revenue requirements for the Trust Fund.

We must fix the short-term crisis now.

The fiscal year 2009 problem: As you know, Mr. Chairman, spending from
the Highway Trust Fund is exceeding the levels of revenues flowing into it.
When SAFETEA-LU was enacted, it was estimated that Trust Fund reserves
and current cash flows into the Trust Fund during SAFETEA-LU would be
sufficient to fund all of the commitments in highway and transit investments
guaranteed in the bill. But unprecedented high motor fuel prices during this
period and the current severe recession have driven down demand to the
point that Trust Fund revenues will be well below the levels that had been
assumed at the time SAFETEA-LU was enacted.

In September of 2008, when DOT announced that insolvency of the highway
program was imminent, Congress transferred $8 billion back into the Trust
Fund from the General Fund to enable USDOT to honor the commitments
made to the states through October, 2009. That action kept the program
solvent and enabled billions in highway investments to continue.

Unfortunately, recent reports from USDOT indicate that the $8 billion will
not be enough to sustain the program until September 30, 2009. Current
projections now show that insolvency of the highway program is again
imminent. Without an immediate fix, USDOT will not be able to honor the
commitments to the states for all of FY 2009,
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We must transfer sufficient funds into the Trust Fund to assure that USDOT
can honor all of its commitments in FY 2009. We estimate that $7.5 billion
would be necessary to accomplish this task. That is consistent with the
Administration’s estimate. In addition we must also make allowance for
fiscal year 2010 preferably through a long-term well funded bill. But if that
is delayed than we need to add additional cash to the Trust Fund, estimated
to be an additional $10 billion, to ensure investment and job creation
continues.

Failure to act would be devastating to the economic recovery.

If the Highway Trust Fund becomes insolvent in FY 2009, States will likely
suspend new contract awards, halt right-of-way acquisition, and look for
ways to stop on-going construction while maintaining public safety. If
inadequate Trust Fund results cause the highway program to be cut back in
FY 2010 to $5.7 billion, or 86 percent below the current program level,
States will have to again cut back their programs substantially. Given the
severity of the current recession, States will not be in a position to step in
and fill the void. Likewise, the private sector will have to cut back this will
mean cancelled contracts, plant closures and layoffs. Expansion plans will
be put on hold or cancelled.

Stated differently, Congress’ failure to fix the short-term Trust Fund crises
will undermine the economic recovery. The ARRA has recognized the
critical need to ramp up investment in infrastructure to create and sustain
jobs and put in place much-needed infrastructure. Jobs are in fact being
created and sustained. But if there is a dramatic decline in investment due to
the short-term Trust Fund crises, it is likely that much of the important
recession recovery process will be lost. Also lost will be the many important
transportation improvements that will have to be postponed or cancelied.

The Long-Term Funding Needs:

While the current economic downturn has highlighted the crisis condition of
the Trust Fund, this condition has been playing out since fiscal year 2002.
We have consistently been paying out more than we have been taking in and
thus drawing down the balance of the Trust Fund.

User fees were last increased in 1993 and costs have skyrocketed since then.
While it is true that the added receipts that came to the Trust Fund in 1995
and 1998 were from those originally enacted for deficit reduction, they are
not enough to sustain the current program level.

———

Chairman NEAL. Thank you.
Mr. Whitty.
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STATEMENT OF JAMES M. WHITTY, MANAGER, OFFICE OF IN-
NOVATIVE PARTNERSHIPS & ALTERNATIVE FUNDING, OR-
EGON DEPARTMENT OF TRANSPORTATION

Mr. WHITTY. Mr. Chairman and Members of the Committee, on
behalf of the Oregon Department of Transportation, I appreciate
the opportunity to present our findings on the nation’s first test of
a mileage fee collection system designed to replace the gas tax as
our nation’s primary road-funding mechanism.

Oregon’s mileage fee efforts began 8 years ago with a state legis-
lative directive to design a new road revenue system. On the 90th
birthday of the gas tax, pioneered in fact by Oregon, this formerly
reliable source of revenue now faces serious challenges funding our
road system, primarily because of increasing fleet fuel efficiency.
Moreover, the gas tax cannot remain the major source of transpor-
tation funding if national policy seeks to reduce oil consumption in
the transportation sector.

A mileage fee is based on use of the roadways and can be de-
signed and collected in many ways, from the labor intensive paper
and pencil method to hands-free electronic reporting. Each viable
method should receive due consideration.

The nature of the ultimate mileage fee system, however, will de-
pend upon tax policy set by policymakers. In the pilot test, ODOT
installed mileage county transponders in 300 cars of volunteer mo-
torists. The transponder receives satellite signals to electronically-
defined geographic zones for counting miles. A computer within the
car records the total number of miles driven within each zone. The
transponder is passive, not like a navigation unit, and therefore is
unable to track vehicle movements nor store a travel history. When
a motorist pulls up to the gasoline pump for refueling, the system
reads the mileage data from the transponder wirelessly in a way
similar to an electronic toll system. It then connects to a central
computer to calculate the mileage fee. And at the pump, the system
deducts the gas tax from the fuel price and then adds the mileage
fee to the customer’s bill. The motorist does only one new thing, the
motorist pays the mileage fee in lieu of the gas tax, and the trans-
action occurs as quickly as a credit card transaction.

The test was successful. The system was easy to administer, in-
expensive to operate and simple for the motorist. Following the
pilot, 91 percent of the volunteer motorists surveyed said they
would be willing to continue to keep the mileage counting equip-
ment in their car if the system were extended to every gasoline sta-
tion statewide.

The mileage fee seems a worthy alternative to the gas tax but
a few questions remain. One key issue is the rate structure. Oregon
tested a flat rate of 1.2 cents per mile that corresponds with our
state gas tax, but the mileage fee can be tailored to meet policy ob-
jectives in addition to raising revenue. Having a higher rate for
driving during periods of congestion is one possibility. Another is
a graduated rate structure designed to encourage motorists to pur-
chase more fuel-efficient vehicles. A third possibility would be a
higher rate for driving in urban areas and a lower rate in rural
areas.

Policymakers have tremendous flexibility to create mileage fee
rate structures. The system in Oregon used computers after all.
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The mileage fee has the potential to generate at least as much rev-
enue as the gas tax and more depending upon the rate structure
and fee level set. The mileage fee can ensure that revenue levels
do not decline as fleet fuel efficiency improves.

The mileage fee needs further development for adoption. Our
proposal to the Transportation and Infrastructure Committee for
developmental programs is attached to my written testimony.

Oregon wants to undertake a new pilot project, this time based
on an open technology platform, founded on open standards and
protocols, like the Internet, so the motorist chooses the tran-
sponders’ capability and desired levels of privacy protection and ad-
ditional products and services. This may lead to greater public ac-
ceptance, a shorter adoption time line, coverage of all types of vehi-
cles, and the ability to evolve as technology does.

After years of speaking on this topic around the nation and en-
gaging real citizens, I believe that appropriate policymaking and
careful system design can resolve all perceived shortcomings. Tech-
nology will do what policy requires it to do. A mileage fee system
designed to follow public policy set by Congress should be able to
find a sweet spot of public acceptance.

I thank you, Mr. Chairman, for the opportunity to present our
findings.

[The prepared statement of Mr. Whitty follows:]



124

House Committee on Ways and Means

Statement of James M. Whitty
Manager of the Office of Innovative Partnerships and Alternative Funding
Oregon Department of Transportation
Salem, Oregon

Testimony Before the Subcommittee on Select Revenue Measures of the
House Committee on Ways and Means
Long Term Financing Options for the Highway Trust Fund

July 23, 2009

Mr. Chairman, members of the commitiee, for the record my name is James Whitty,
manager of the Office of Innovative Partnerships and Alternative Funding at the Oregon
Department of Transportation. I appreciate the opportunity to present our findings on the
nation’s first test of a mileage fee collection system designed to replace the gas tax as the
principal road funding mechanism. 1 have led and continue to lead all aspects of
Oregon’s ‘Road User Fee Pilot Program from concept through design and field-testing.
Today I will explain what Oregon did and the results, our future intentions and what our
efforts could mean for the nation.

Background. Oregon’s mileage fee research efforts began eight years ago with a state
legislature directive to design a new revenue collection system to replace the gas tax as
the principal way we fund our roadways. On the 90" birthday of the gas tax—first
pioneered in Oregon—we admit the gas tax faces serious challenges in funding our road
system, particularly in the long term.

First, let us give the gas tax its due. After all, the nation built the highway system with it.
The gas tax is casy to pay, incxpensive to collect and raises a lot of revenue, though the
gas tax is now failing because of increases in fleet fuel efficiency. Moreover, the gas tax
cannot remain the major source of transportation funding if national policy seeks to
reduce oil consumption in the transportation sector. Depending on design, the mileage
fee has the potential to duplicate the gas tax’s positive attributes, yet not declinc as the
nation’s vehicle fleet becomes more fuel-cfficient.

A mileage fee can be designed and collected in many ways, {rom labor-intensive paper
and pencil reporting to electronic reporting and payment. The two main collection
options under investigation in the United States involve electronic generation of mileage
data and an electronic collection mechanism. One involves central billing to the home
site. The other involves payment at the place of fuel purchase. Each has its positive and
negative attributes. Most recently, investigators have begun to examine an integration of
these two approaches.
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The Impact of Public Policies. The nature of any future mileage fee system ultimately
must depend upon the {ax policies set by policymakers. To achieve public acceptability,
public policy should drive design of the mileage fee collection system rather than
technology. The following tax policies should receive consideration in structuring a
mileage fee collection system.

o Breadth of charge application among payers. 1f policymakers prefer that the
mileage charging system operate on a user pays basis, the collection system must
capture a broad array of users; indeed, each user of the system must pay directly
for the burden made on the road system.

e Relative fairness among payers. The new mileage charging system must have
the perception of fairness across all user groups. Any subsidy for a particular user
group must be justificd.

o Low relative capital costs for implementation. The capital costs required to
implement the new system must not overwhelm the ability to pay for the system.

e Low relative annual operating costs. To facilitate public acceptance, broad
based taxing and fee charging systems should have low operating costs relative to
the revenue gencrated. This condition takes on added importance if the milcage
charging systemn replaces the gas tax as the primary road funding mechanism
since the gas tax operating costs are extremely low.

o Low relative compliance burden. The system should impose minimal burdens on
payers in the context of effort, cost and complexity. If mileage charging replaces
the gas tax, the method of payment may need to match the simplicity of paying
the gas tax in order to garner public acceptance.

e Minimal relative administrative burden upon the private sector. The system
should impose minimal additional costs on businesses collecting the charge and
forwarding payment to the government collection agency. As an alternative, the
opportunity to earn transaction processing fees may allay the burden of these
additional collection costs. )

o Efficient administration. Government administration of the mileage charging
system should not result in a huge and expensive bureaucracy.

o Effective enforceability. Government administration should be effective enough
for assurance that most motorists actually pay the appropriate mileage charges.
Government auditing costs should be low relative to revenues raised, especially if
policymakers want the new system to replace the gas tax.

o Minimal evasion and avoidance. The system should make tax evasion and tax
avoidance difficult. The system must assure accurate data generation and transfer
as well as appropriate civil and/or criminal penalties for tax evaders.

In Oregon, a task force appointed by the Governor, Senate President and Speaker of the
House—which included four state legislators——made the policy decisions dirccting
system design.  Oregon DOT designed the mileage fee collection system to follow these
policies and resemble the highly efficient gas tax collection system as closely as possible.



126

Oregon’s Road User Fee Pilot Program. In Oregon’s pilot test, we installed mileage-
counting transponders in the passenger vehicles of 300 volunteer motorists. These on-
board transponders consisted of a receiver of satellite signals to electronically define
specific geographic zones and a computer to record the total number driven in each zone.
The transponder was passive—nor like a navigation unit—and unable to tack vehicle
movements nor store a travel history.

Oregon’s mileage fee collection system works in a fairly simple manner. When a
motorist pulls up to a gasoline pump for refueling, the system reads the mileage data from
the transponder wirelessly—in a way similar to an electronic toll system—then conneets
{0 a cenlral computer for calculation of the mileage fee. At the pump, the system
deducts the gas tax from the fuel price and adds the mileage fee to the customer’s bill.
The motorist only does one new thing—the motorist pays the mileage fee in licu of the
gas tax—and charging the mileage fee occurs as quickly as a credit card transaction.

Results for Oregon’s Pilot Program. Our pilot test successfully proved concept and
identified arcas for further refincment. This system proved easy to administer and will be
inexpensive to operate—Iless than one percent of total revenues—because it piggybacks
upon gas tax collections. This payment system is also very simple for the motorist to usc.

Results of Oregon’s Road User Fee Pilot Program

Concept viability. A carefully designed mileage fee system can replace the gas
tax as the principal revenue source for road funding. At conclusion of the pilot
program, 91 percent of the participants surveyed said that they would agree to
keep the on-vehicle equipment in their cars and continue paying the mileage fee
in lieu of the gas tax if the program extended to every fueling station statewide.

Viability of paying at the pump. Motorists can pay the mileage fee at fueling
stations with no difference in payment process for motorists when compared to
the gas tax. Like the gas tax, a collection system can embed the mileage fee
within routine commercial transactions and easily accommodate cash or credit
payments.

Phase in of the mileage fee. The mileage fee can be phased in gradually,
allowing non-equipped vehicles to continue paying the gas tax, while equipped
vehicles could pay the mileage fee.

Integration with current systems. A mileage fee can integrate with two main
existing systems: the service station point-of-sale system and the current system
of gas tax collection by the state.

Viability of congestion and other pricing options. The mileage fee can
electronically establish different pricing zones, cven at particular times of day.
This proves the mileage fee concept could support not only congestion pricing but
also assessment and collection of local revenues and other “zone-oriented”
features.

Minimal burden on business. Mileage fee administration can be automated and
casily integrated into existing transaction processes.

- J
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Questions for Resolution. The mifeage fee scems a worthy alternative to the pas tax,
but some questions remain. One central issue is whether the systerm: design should
facilitate national revenue generation or allow stale adoptions as well. Another is
whether the mileage fec should replace the gas tax or simply augment it. How
legislatures decide these issues will largely affect system design.

Perhaps the top issue is the mileage fec rate structure. Oregon tested a flat rate of 1.2
cents per mile that corresponds with our state gas tax, but the mileage fee can be tailored
to meet policy objectives in addition to raising revenue. Having a higher rate for driving
during periods of congestion js one possibility.

Another possibility is a praduated rate structure designed to crcourage metorisis to
purchase mare fucl-cfficient vehicles. For example, each vehicle could be assigned a
multiplier that would apply against a flat base rate. The multiplier for the highly fiel-
cfficient vehicles could be 1.0 with a much higher multiplier for the least fucl-efficient
vehicles, 'The ahility to creaie rate struclures is highly flexible—the system uses
computers after afl,
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The mileage fee has the potential to generate at least as much revenue as the gas tax and
more depending upon the rate structure and fee levels sel. But mileage fee design can
cnsure that revenue levels do not decline with increases in fleet fucl cfficiency.

The pay-at-the-pump model does not solve every problem. It requires a long timeline to
begin and fully transition because this model relies upon automakers to deeply embed the
transponders within new vehicles. The start would be at least 2 decade away for many
reasens but primarily because automakers have a seven-year development timeline for
new products, Further, the pay-zl-the-pump model does not cover all-electric vehicles.
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Third, as a closed system, the pay-at-the-pump model can evolve only very slowly as
technology improves.

Further Development Advisable. The mileage fee needs further development and
exploration before implementation. There are other ways to collect mileage fees and they
should receive due consideration. There are other ways to create geographic zones—
such as accessing cell towers—-and there are other ways to bill motorists and accept
payment. We have provided a proposal to the Transportation and Infrastructure
Committee describing a mileage fee developmental process and recommending
additional nationally directed pilot projects to solve the remaining issues. A slightly
revised version of this proposal is attached to this testimony.

Oregon wants to undertake a new pilot project, this time based on an open technology
platform founded on open standards and protocols—like the Internet—so the motorist
chooses the transponder’s capability. The motorist would choose desired levels of
privacy protection and additional products and services such as immediate traffic incident
reporting, real time traffic speed data, dynamic travel route time cstimates and parking
availability and many other market-provided options. Motorist choice of transponder and
services may lead to greater public acceptance, a shorter adoption timeline, coverage of
all types of vehicles and the ability to evolve as technology does.

Conclusion, After years of speaking on this topic around the nation and engaging with
real citizens, 1 believe that appropriate policy making and careful system design can
resolve most perceived shortcomings about the mileage fee. Technology will do what
policy requires it to do. With careful consideration and adherence to desired public
policies, this nation should be able to find the sweet spot of public acceptance.
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A Legislative Concept for Creating a
VMT Fee System for Passenger Vehicles

July 2009
INTRODUCTION

Fuels taxes are not expected to be a sustainable funding source for highways and transit
in the future due to significant improvements in fuel efficiency and growth in the number
of alternative fuel vehicles. The Oregon Department of Transportation (ODOT)
developed a user fee concept based on vehicle miles traveled (VMT), which would
ensure that all users pay for their use of the system and prevent revenues from falling.
ODOT proved the feasibility of this concept in a pilot test, and the idea has been
endorsed by a number of blue ribbon panels, including the National Surface
Transportation Policy and Revenue Study Commission and National Surface
Transportation Infrastructure Financing Commission. While other future funding sources
may be available, fees based on the number of miles driven scem to hold the most
potential as a broadly based revenue source for replacing fuels taxes.

Congress should take a number of steps to develop a vehicle miles traveled based fee
system and begin the transition to this funding source when the system is developed. The
next authorization legislation should:

o Set a six-year timetable to substantially complete development of a new system so
it can be implemented in the next authorization cycle.

o Fund rescarch and development cfforts to identify the best collection option and
design the system and technology required to implement it.

o Create working groups within US DOT to develop the systems and an
independent policy oversight body with the responsibility and authority to make
recommendations to Congress.

o Give the Secretary of Transportation authority to require equipment and/or
interfaces be placed in all new vehicles in order to speed transition.

VMT FEE DEVELOPMENT STRUCTURE

Policy Statement

The legislation should include a policy statement specifying that Congress believes the
states and federal government should fully explore transitioning from the gas tax to a
funding system morc directly tied to road use and impact on the road system such as a fee
based on VMT. This statement should also specify that research and development of a
road user fee system based on VMT and other factors should be substantially complete
within six vears after the enactment of the legislation so Congress or any state can make a
decision on whether to implement a VMT fee in the next authorization cycle. In addition,
the statement should specify that steps should be taken to allow implementation to begin
quickly upon a congressional decision on this matter, and US DOT should be encouraged

6
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to proceed with all due speed and to pursue various elements of development
concurrently rather than sequentially to facilitate a more speedy process.

Project Team within US DOT
Congress should direct US DOT to create a technical project tcam to undertake and
coordinate work on implementing VMT based fee systems in passenger vehicles.

The project team would be an interdisciplinary team consisting of US DOT staff and
others outside the department with a membership that would include (but would not
necessarily be limited to) economists, policy analysts, systems analysts, data specialists,
systems integration specialists and experts on fuels tax systems, technology, and other
relevant areas. The project team should be directed to consult with interested parties,
including automobile manufacturers, the fuel and electricity distribution industries, and
other affected stakeholders.

The project team should be directed to immediately begin work on developing standards
and protocols for mileage counting devices so that this technology could be broadly
deployed at the earlicst possiblc date. The project team should also be directed to
immediately begin work on developing and/or reviewing technology and systems options
for transmitting mileage data from vehicles to collection systems.

Policy Oversight Body

Congress should direct US DOT to create an independent policy oversight body with
members  from (but not necessarily limited to) states, metropolitan planning
organizations, automobile companies, the trucking industry, the business community,
pon-governmental organizations, the National Academy of Scicnces, AASHTO and
others. This group would provide leadership over the projcct teams and oversee the
effort, including the distribution of research and development funding. This policy
oversight body should take a form that will give it the ability to operatc swiftly and
efficiently. US DOT and the project team should commence work prior to completion of
formation of the policy oversight body.

Reports to Congress
The policy oversight body should prepare three reports to Congress during the
devclopment period for VMT fee applications to passenger vehicles.

Phase One Report to US DOT and Congress. Within 12 months of enactment of the
legislation, the policy oversight body should review and analyze work completed or
underway within the United States and internationally and issuc a Phasc Onc Report to
US DOT and Congress on various issues related to implementation of a VMT fee
charging system, including:

. Feasibility of implementation
. Identification of potential collection mechanisms
. Capital costs

. System operations costs
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. System risk and redundancy
. Integration with other tax collection systems
. Seamlessness of transition
. Technological reliability and security and mitigation of component
failures
. Retrofitting vehicles and collection mechanisms
. Evasion and avoidance risks
. Collection and enforcement effectiveness
. Privacy protection and audit-ability
. Ease of use by motoring public
. Breadth of payer base
. Transparency and ability to send a price signal
. Adaptability for congestion pricing
. Potential for inclusion of an option for adoption by local government jurisdictions
. Adaptability for environmental pricing and recovery of externalities, including
acting as a carbon tax surrogate
. Optimum system architecture
. Equipment specifications
. Benefit/cost analysis of mileage charging system alternatives, including

comparisons of alternatives that are integrated with existing state, local and
private sector operaling systems, all within the context of likely vehicle market
acceptance factors and public acceptability

. Integration with VII

. Possible phase-in schedule

This Phase One Report should recommend the advisability of replacing or augmenting
the gas tax with a VMT fee. If the policy oversight body recommends replacement of the
gas tax with a VMT fee, this report would develop the outlines of the preferred system
architecture and identify key pivot issues for decision through additional analysis and
research and development activitics.

Phase Two Report to US DOT and Congress. Within 18 months of issuance of the Phase

One Report, the policy oversight body would issue a Phase Two Report. The second

report will determine the feasibility of a transitioning to a VMT fee. This report would:

¢ Make policy recommendations on the key pivot issues that determine system design
and public acceptance;

e Define the collection system for the VMT fee;

¢ Recommend a rate structure for the VMT fee;

« Identify specific research needs;

e Finalize recommendations on systems architecture.

Pilot Program to Test Implementation. Upon release of the Phase 2 report, US DOT
would release funding 1o implement at least one broad-scale pilot project to test each
concept. Pilot project results would be requested within 30 months of release of the
Phase 2 report.
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Phase Three Report to US DOT and Congress. Within 36 months of issuance of the

Phase Two Report and as quickly as possible after the conclusion of the pilot program,

the policy oversight body would issue a Phase Three Report that provides results and

conclusions from the following activities.

e Conduct of targeted state pilot programs for testing, public outrcach and policy
education;

« Conduct of a broad scale pilot program in preparation for ultimatc adoption, building
upon the targeted state pilot program research activity;

¢ Refinement of system technology to commercial viability, including setting final
technology standards and database requiremnents;

o Identification of transition issues and required steps;

¢ Development of a full implementation timeline;

o Development of data to enable congressional staff to advance statements of fiscal
impact for directly related legislation.

This report would also recommend to US DOT and Congress whether to transition from
the gas tax to a VMT fee system. If the policy oversight body issues a positive
recommendation, US DOT should have authority to develop a transition plan including
issuing standards for mileage counting devices and data fransmission/receiving systems
on vehicles and at collection sites. US DOT should also have the authority to mandate
that all new vehicles be manufactured with the required equipment and/or interfaces
within a set period.

RESEARCH AND DEVELOPMENT

Congress should authorize $150 million from the Highway Trust Fund to fund directed
pilot projects and rescarch and development (R&D) activities. Over a six year period,
$25 million would be available annually for distribution by US DOT to priority R&D
activities, including targeted pilot projects to prove or demonstrate the feasibility of
specific system elements and processes, as determined by the policy oversight body.

Upon passage of the legislation, US DOT should issuc a Request for Qualifications for
organizations such as universities, transportation agencies, and private sector firms (or
consortia) who could conduct research under an open-ended contract. US DOT could
select, with input from the policy oversight body. one or more of these organizations to
be available to conduct research as needed on a flexible, rapid basis. US DOT should
also have the ability to issuc competitive grants for various rescarch activities, US DOT
should be encouraged Lo immediately undertake R&D activities upon enactment of the
legislation rather than waiting for issuance of the Phase One Report.

Of the R&D funding authorized for the first year, $15 million should be made available
upon enactment of the legislation, first, for states which have undertaken substantial
VMT fee systems research, development and testing and, second, for states that have
engaged in substantial planning activities for VMT fee development. These states would
work in collaboration with US DOT and the policy oversight body to define a research
agenda to address priority research needs.

———

Chairman NEAL. Thank you.
Ms. Kavinoky.
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STATEMENT OF JANET KAVINOKY, DIRECTOR, TRANSPOR-
TATION INFRASTRUCTURE CONGRESSIONAL & PUBLIC AF-
FAIRS AND EXECUTIVE DIRECTOR, AMERICANS FOR TRANS-
PORTATION MOBILITY COALITION, UNITED STATES CHAM-
BER OF COMMERCE

Ms. KAVINOKY. Thank you, Mr. Chairman and Mr. Ranking
Member, for the opportunity to testify. On behalf of the U.S. Cham-
ber of Commerce and our Americans for Transportation Mobility
Coalition, I am here to ask you to develop a user fee-based funding
and financing approach that would enable SAFTEA-LU reauthor-
ization to move forward without delay.

Infrastructure is unlike many problems where you can wait until
the last minute and write a big check. Capital construction projects
require foresight, years of careful planning and predictable fund-
ing.

Two commissions and many other studies have arrived at iden-
tical conclusions. At today’s level, the revenue sources for the High-
way Trust Fund are insufficient to maintain federal programs at
current services, much less to begin to address significant invest-
ment needs.

Both commissions also reaffirmed that for this reauthorization
cycle, raising enough revenue to maintain current services and to
address needs comes down to one thing: increasing user fees. The
user fee system has been in place since 1956 when Congress dedi-
cated the excise tax on gasoline to pay for construction of the inter-
state highway system. There is no alternative to the federal fund-
ing needed. There is no free lunch and there is no creative option
that is going to fill the gaping hole that has emerged. We will ei-
ther pay for these investments or accept a significantly reduced
federal program.

Essentially, as the Chamber sees it, you have three options: to
cut back programs to fit available funding levels and ship federal
responsibilities to states and local communities; to pay for addi-
tional transportation investment with non-transportation-related
tax increases or deficit spending, which discontinues the user pays
basis of federal transportation policy; or to increase user fees to ad-
dress the well-documented needs for today and tomorrow, which
will support job creation in the short term and provide lasting in-
vestments for the long term.

The simplest, most straightforward and effective way to generate
enough user fee revenue for federal transportation programs is
through increasing federal gasoline and diesel taxes. This fact has
been substantiated and endorsed by a broad spectrum of organiza-
tions, including the Chamber. The Chamber will offer our full sup-
port of a user fee increase if Congress can develop legislation that
realistically achieves a refined federal role, oriented around na-
tional interests, significant program reform, emphasizing perform-
ance management and accountability; improvement in the integrity
of user fees by limiting earmarks and non-transportation spending;
and the establishment of a roadmap for a sustainable revenue
model.

The House Transportation and Infrastructure Committee pro-
posal is a good start towards achieving these objectives. However,
one additional condition of the Chamber support of user fees is
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lacking in the T&I proposal: opening new opportunities for private
investment must be part of this legislation.

In addition to increasing user fees, Congress must provide incen-
tives for states and local communities to exercise a full range of fi-
nancing options to leverage federal, state and local resources, and
to access private capital. Public/private partnerships are not a sub-
stitute for federal revenues, but they do give states and commu-
nities the option to tap the estimated $180 billion in private sector
capital available for infrastructure investment. This can be done
while fully protecting the public interest. And the Chamber would
like to work with Congress to make the necessary changes to the
T&I proposal that will open up these new opportunities.

In conclusion, Chairman Neal, Ranking Member Tiberi and
Members of the Committee, thank you for holding this hearing. I
hope you will consider the business community’s strong interest in
repairing, rebuilding and revitalizing the nation’s transportation
infrastructure as you develop the revenue plan for SAFTEA-LU.
America’s transportation infrastructure cannot fall victim to the
practice of doing what is easy over doing what is right. And it is
not going to be easy to repair our roads, fix our bridges, and return
our avenues of commerce to global competitiveness, but our econ-
omy cannot afford to ignore it any longer.

And so what remains is a matter of political will. This debate,
and particularly the revenue considerations it entails, will never be
convenient. There will never be a good time to talk about how to
pay for transportation, but the Chamber respectfully requests that
you move swiftly to develop the revenue for SAFTEA-LU. Now is
the time to act.

Thank you for the opportunity to testify today, and I will be
pleased to answer any of your questions.

[The prepared statement of Ms. Kavinoky follows:]
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The U.S. Chamber of Commerce is the world's largest business federation,
representing more than three million businesses and organizations of every size, sector,
and region.

More than 96 percent of the Chamber's members are small businesses with
100 or fewer employees, 70 percent of which have 10 or fewer employees. Yet, virtually
all of the nation's largest companies are also active members. We are particularly
cognizant of the problems of smaller businesses, as well as issues facing the business
community at large.

Besides representing a cross-section of the American business community in
terms of number of employees, the Chamber represents a wide management spectrum by
type of business and location. Each major classification of American business --
manufacturing, retailing, services, construction, wholesaling, and finance — is
represented. Also, the Chamber has substantial membership in all 50 states.

The Chamber's international reach is substantial as well. It believes that global
interdependence provides an opportunity, not a threat. In addition to the
U.S. Chamber of Commerce's 112 American Chambers of Commerce abroad, an
increasing number of members are engaged in the export and import of both goods and
services and have ongoing investment activities. The Chamber favors strengthened
international competitiveness and opposes artificial U.S. and foreign barriers to
international business.

Positions on national issues are developed by a cross-section of Chamber
members serving on committees, subcommittees, and task forces. More than 1,000
business people participate in this process.
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Testimony of Janet F. Kavinoky

Director, Transportation Infrastructure
and
Executive Director, Americans for Transportation Mobility

U.S. Chamber of Commerce
July 23, 2009

Before the U.S. House Committee on Ways and Means, Subcommittee on Select
Revenue

Introduction

Chairman Neal, Ranking Member Tiberi, and distinguished members of the
House Subcommittee on Select Revenue Measures, thank you very much for the
opportunity to testify about federal funding and financing options for surface
transportation, including revenue options associated with reauthorization of the Safe,
Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for Users
(SAFETEA-LU).

My name is Janet Kavinoky, and I am the Director of Transportation
Infrastructure at the U.S. Chamber of Commerce and the Executive Director of the
Americans for Transportation Mobility Coalition. The U.S. Chamber is the world’s
largest business federation representing more than three million businesses and
organizations of every size, sector, and region.

Today I am here to ask the House Ways and Means Committee to develop a
funding approach to accompany the policy and programmatic aspects of SAFETEA-LU
reauthorization. SAFETEA-LU reauthorization should be among top Congressional
priorities during these challenging economic times. Now is the time to move on a robust,
thoughtful, and comprehensive plan to build, maintain, and fund a world-class 21st
century infrastructure. There can be no more delay.

Highways and Public Transportation in Context

For far too long, the United States has failed to make infrastructure a priority, relying
on the investments Americans made over 50 years ago to move our nation, and our
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systems are deteriorating rapidly. Lack of attention to these issues has real ramifications
for America’s competitiveness and economic health. Without a full reauthorization,
taxpayers — individuals and businesses — will see no end to these unacceptable costs that
are a result of inadequate infrastructure:

o Congestion costs urban Americans 4.2 billion hours and 2.8 billion unnecessary
gallons of fuel. Total cost: $87.2 billion — a “congestion tax” of $757 per
traveler. (Texas Transportation Institute Urban Mobility Report 2009)

e Driving on rough roads costs the average American motorist approximately $400
a year in extra vehicle operating costs. Drivers living in urban areas are paying
upwards of $750 more annually (The Road Information Program “Rough Roads
Ahead: Fix Them Now Or Pay For It Later,” May 2009)

e On average, about 40,000 people every year are killed on our streets and
highways, with 2.5 million more injured, at a staggering annual economic cost to
society exceeding $230 billion. This is equivalent to a “crash tax” of more than
$800 for every person in the United States. (AAA Urban Safety Report, 2008)

These are costs to individuals. Add to that the increased costs to businesses. Before
the current recession, logistics costs for business climbed for five years in a row, from
2003 to 2008. Higher transportation costs and higher inventory carrying costs — partially
attributable to an unreliable, unpredictable transportation system — pushed logistics costs
to nearly 10% of GDP. (Council on Supply Chain Management Professionals State of
Logistics Report 2008) This nation cannot afford to wait for a solution or to settle for the
status quo.

There is near-unanimity about the problems and the level of needs that the
reauthorization should address. Two Congressionally-authorized, bi-partisan
commissions and numerous think-tanks and interest groups have painstakingly detailed
the current needs and potential solutions to the challenges in extensive reports. The
pictures these groups have painted are consistently bleak and the conclusions they come
to are resoundingly similar: Transportation infrastructure in the United States is at a
critical juncture. If local, state, and national leaders do not start making this issue a
priority and provide adequate funding, commerce will suffer, fatalities will rise,
congestion and pollution with grow unabated, and the United States will find itself further
and further behind its rapidly expanding international competitors.

Freight and Goods Movement

Manufactured goods and cargo move through the United States on a system
primarily consisting of ports, roads, rail, and inland waterways. According to the
National Surface Transportation Policy and Revenue Study Commission, on a typical
day, about 43 million tons of goods valued at $29 billion, moved nearly 12 billion ton-
miles on the nation’s interconnected transportation network. The supply chain is viewed
from initial point of origin to the final destination, with frequent junctures in between.
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To keep competitive domestically and internationally, many U.S. businesses have
developed complex logistics systems to minimize inventory and ensure maximum
efficiency of their supply chains. However, as congestion increases throughout the U.S.
transportation system, these supply chains and cargo shipments are frequently disrupted
and the cost of doing business increases.

Despite the recent economic downturn, the growth in international trade is still
expected to overwhelm U.S. intermodal freight capacity over the next 20 years; domestic
freight volume is forecast to double and international freight volume entering U.S. ports
may quadruple, according to the American Association of State Highway and
Transportation Officials (AASHTO).

According to the Federal Highway Administration’s (FHWA) report, An Initial
Assessment of Freight Bottlenecks on Highways, “if the U.S. economy grows at a
conservative annual rate of 2.5 to 3 percent over the next 20 years, domestic freight
tonnage will almost double and the volume of freight moving through the largest
international gateways may triple or quadruple.... Without new strategies to increase
capacity, congestion...may impose an unacceptably high cost on the nation’s economy
and productivity.”

Labor shortages and increased security requirements born from 9/11 are
compounding these capacity constraints and increasing congestion at key entry, exit, and
throughput points throughout the country.

In Memphis, TN, at a hearing of the National Surface Transportation Policy and
Revenue Study Commission (NSTPRSC), on November 15, 2006, Doug Duncan, CEO
of FedEx Freight and a Chamber member, summed up the freight community’s acute
interest in infrastructure, “I’m afraid if things don’t turn around soon, we’ll begin turning
the clock back on many of the improvements that these supply chains have made and
begin to restrain commerce instead of support commerce.”

Passenger Transportation and Personal Mobility

The fastest growing segment of the economy is the services industry, for which
human capital is essential. Employers rely on transportation systems to connect them to
their workforce, and to connect that workforce with suppliers and customers around the
country and the world. Unfortunately, increasing congestion is disrupting these
important connections and imposing additional costs on the workforce and employers
alike.

State and local chambers of commerce constantly remind us that their
commuunities need transportation choices which in addition to being important solutions
to growing congestion are also a valued element of economic development strategies.
Yet chronic underinvestment in public transportation, such as buses, rapid transit, and
commuter rail systems, is leaving these systems strained under increasing use.

While public transportation ridership is at its highest level in 50 years, with 10.3 billion
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trips in 2007, the U.S. transit systems earned a D+ rating from the American Society of
Civil Engineers. In 2007, Americans took 10.3 billion trips on local public
transportation. From 1995 through 2007, public transportation ridership increased by 32
percent, a growth rate more than double the 15 percent increase in U.S. population and
higher than the 24 percent growth in use of the nation’s highways over the same period.
The Federal Transit Administration (FTA) estimates $15.8 billion is needed annually to
maintain current conditions, while $21.6 billion is needed to improve to “good”
conditions.

The Importance of Transportation Investment to Economic Recovery in the Short-
Run

Economic conditions continued to deteriorate in the first half of 2009 but the pace
of contraction has moderated somewhat. Real GDP is expected to rise in the second half
and bring an end to the recession before yearend. The recent improvement is the result of
a mumber of factors including lower rates of inflation, more stability in credit markets,
continued government stimulus from both monetary and fiscal policy, and a bottoming in
the housing market.

While the recession appears to be ending, there are considerable risks to the
forecast. Credit conditions remain tight for both households and businesses and financial
markets are still stressed. In the labor market, employment declines have remained
sizable and the unemployment rate will continue to rise even as the broader economy
stabilizes. Finally, demand will be positive but sluggish as consumers grapple with recent
declines in household wealth and state and local governments deal with large budget
shortfalls.

The American Recovery and Reinvestment Act included roughly $48.1 billion in
infrastructure investment to help spur job creation and allow states to keep up with key
maintenance efforts during challenging economic times. Although ARRA has been
criticized, the transportation projects are the good news story in the stimulus. Yes, it
takes some time for the cash to flow, but what is often misunderstood is the reimbursable
nature of federal-aid highway and transit programs, which means cash flows are slower
than obligations. As of July 15, DOT has made more than $21 billion (nearly half the
total $48 billion in funds) available to states. More than 6,300 transportation projects
have been approved. For transit projects, $3.2 billion in grants have already been
approved and another $5 billion are awaiting approval. More than 2,700 road and airport
improvement projects, as well as hundreds of transit projects, are under way right now.

While this was a key investment that continues to spend out, the investments in
ARRA should not be considered a substitute for a full surface transportation
reauthorization that will address the long-term needs of the nation’s transportation
system. In fact, the success of the infrastructure spending in the stimulus is largely
predicated on a robust, underlying set of investments through the federal programs. To
bring U.S. infrastructure into the 21* century to support our recovering economy and
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ensure U.S. competitiveness, Congress and the Administration need to move forward
with comprehensive investments through a long-term reauthorization.

Reauthorizing SAFETEA-LU will support direct, indirect and induced
employment and provide long-term economic benefits by helping improve the movement
of people and goods. According to the Department of Transportation, each $1 billion in
federal highway investment accompanied by the state match supports 34,779 jobs. Jobs
supported by investment in infrastructure are not simply confined to the boots on the
ground. Infrastructure projects require materials, heavy equipment, and basic services
provided through surrounding communities, which lead to growth in other key economic
sectors. Each dollar invested in highway construction generates $1.80 of Gross Domestic
Product in the short term, according to Standard & Poor’s DRI and every dollar taxpayers
invested in public transportation generates about $6 in economic returns, reports
Cambridge Systematics.

Twin Engines of Reform and Revenue

Safe, Accountable, Flexible, Efficient Transportation Equity Act, a Legacy for
Users (SAFETEA-LU), the current highway and public transportation authorizing
legislation, expires on September 30, 2009. Tt has been widely criticized for doing littie to
identify or address national needs, was heavily earmarked, and essentially over obligated
available revenues.

National needs have continued to grow as construction, labor, and land costs
rapidly increase, state budgets and credit markets across the county constrict, and federal
revenues fall short of projections due to a drop in vehicle miles traveled. For over two
years, the Chamber and the Chamber-led Coalition, Americans for Transportation
Mobility, have called on Congress to prepare for an on-time reauthorization of
SAFETEA-LU. In testimony in front of several House and Senate committees, the
Chamber has asked both for improvements in the way federal investments are made and
the necessary funding to grow federal highways and transit programs to address needs.

In November 2008, the Chamber’s board of directors approved a set of
recommendations for Congress that have been provided here for you today. In it, the
Chamber outlines high-level objectives the business community deems necessary for a
successful bill. Among the highlights,

s Congress must ensure federal transportation policy, programs, and resources are
oriented around national needs related to U.S. global competitiveness,
international trade policies, interstate commerce, interstate passenger travel,
emergency preparedness, and national defense.

Over the years, these programs have devolved into a political redistribution of
federal dollars, instead of thoughtful investments benefitting the nation as a
whole.
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The programs should continue to emphasize safety and maintenance efforts.

With regard to safety, almost 42,000 people are killed each year on the
nation’s highways, and approximately 15,000 traffic deaths annually are in
crashes where substandard road conditions, obsolete designs, or roadside
hazards are a factor, according to the U.S. Department of Transportation
(DOT). This is unacceptable. The economic cost of traffic accidents in the
United States is estimated to be almost $231 billion each year in added
medical, insurance, and other expenses, which is about 2 percent of U.S Gross
Domestic Product (GDP), according to the U.S. DOT.

There is a clear national interest in ensuring adequate passenger mobility,
particularly in large metropolitan areas. Congress should develop federal policy
and programs that support congestion mitigation and improved mobility in urban
areas by providing incentives for the adoption of strategies and use of technology
that maximize the use of existing facilities, supporting public transportation
capacity, availability and ridership strategies and highway capacity where
appropriate.

Much of America’s economic activity is based in our metropolitan areas. The
100 largest metropolitan regions in the United States account for just 12
percent of the land area but contain 65 percent of the population, 69 percent of
all jobs, and 70 percent of the nation’s GDP. The largest 100 metropolitan
areas also serve the majority of our transportation activity, handling 72
percent of all foreign seaport tonnage, 79 percent of all U.S. air cargo tonnage,
92 percent of all air passenger boardings, and 95 percent of all public transit
passenger miles traveled.

While the U.S. population is increasingly shifting away from rural areas into
massive “megaregions,” ensuring rural connectivity is a vital to the national
interest. The majority of the United States” natural and agricultural resources are
located in rural areas. Further, smaller communities must build and maintain the
full range of infrastructure regardiess of population size.

Congress should ensure improved rural connectivity by providing federal
investment in small communities and rural areas to support connectivity to
major economic and population centers.

Congress should develop a comprehensive freight program to ensure adequate
capacity, reduce congestion, and increase throughput at key highway, rail,
waterway, and intermodal choke points.

The growth in international trade is overwhelming U.S. intermodal freight
capacity. In the next 20 years, domestic freight volume is forecast to double
and international freight volume entering U.S. ports may quadruple, according
to the American Association of State Highway and Transportation Officials
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(AASHTO). Transportation bottlenecks at America’s major ports, gateways,
and trade corridors have significant economic, environmental and energy
implications. The federal government currently does not have a
comprehensive plan to accommodate existing and forecast freight flow.

Given the transportation sector contributes roughly a third of all carbon emissions
and is responsible for the consumption of two-thirds of the nation’s petroleum
resources, any climate change legislation is liable to have significant down-stream
ramifications for transportation users.

The Chamber encourages Congress to consider the preservation of American
jobs and the competitiveness of U.S. industry when devising policy.
Furthermore, any approach to climate change should be international in scope,
should promote the accelerated development and deployment of greenhouse
gas reduction technology, should reduce barriers to developing climate-
friendly energy sources, and should encourage energy conservation and
efficiency.

As the National Surface Transportation Policy & Revenue Study Commission
pointed out in their report last year, under current law, there are 108 transportation
programs catering to a wide range of interests. The proliferation of federal
program categories encourages increased stove-piping and makes it increasingly
difficult to advance overarching objectives and diminishes the effective allocation
of resources.

The Chamber recommends that Congress reorganize and consolidate the
federal programs around specific, overarching national objectives to ensure
that planning is more comprehensive and projects reflect the federal role.

The Chamber also believes that Congress and the administration can do a great
deal more to streamline project delivery. According to the Federal Highway
Administration (FHWA), major highway projects take on average about 13 years
to get from project initiation to completion while project development activities
under the Federal Transit Administration’s (FTA) New Starts program average
more than 10 years. Delayed project delivery creates inefficiencies across the
systems, translates into increased project costs, and can undermine finance plans.

Congress should also work to expedite project delivery by looking at efforts
like the I-35W Bridge reconstruction in Minnesota, which took just over a
year from start to finish, as a model.

The federal government should continue to support research, development, and
application of improved technologies that improve infrastructure design,
construction, maintenance, financing, and operations, and increase safety and
enhance the environmental sustainability of the U.S. highway and public
transportation systems.
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e Finally, with regard to funding and financing, it is time Congress started to
acknowledge that these programs are running on fumes. Both the highway and
transit accounts are evaporating and Congress will soon be faced with a choice: to
cut federal programs and investment drastically or find more revenue to support
these efforts.

¢ Given the federal government currently provides for roughly 45 percent of all
highway and public transportation investments in the United States, it is the
Chamber’s recommendation that you raise more revenue and better leverage
federal dollars by encouraging project financing and delivery approaches that
attract private investment.

The full weight of the Chamber will come behind an effort to increase user fees to
provide the revenue our transportation infrastructure urgently needs, if Congress can
develop legislation that realistically achieves the following:

o A refined federal role, oriented to achieve national interests.

o Significant program reform emphasizing performance management and
accountability to ensure that costs are minimized and benefits are
maximized.

o Improvement in the integrity of user fees by limiting earmarks and non-
transportation spending.

o New opportunities to access private sector funding sources.
o The establishment of a road map for a sustainable revenue model.

The House Transportation and Infrastructure Committee authorization bill, the
Surface Transportation Authorization Act of 2009 (STAA09) is a good start toward
achieving these objectives. Chairmen James Oberstar and Peter DeFazio, and Ranking
Members John Mica and Jimmy Duncan (full committee and Highway and Transit
Subcommittee respectively) clearly grasp that business as usual will not deliver the kind
of transportation system this nation needs to grow and thrive. They have taken a good
first step toward reformulating transportation policy and programs for a 21st century
economy. The bill as written does not meet all of the Chamber’s tests for support -- for
example, it erects serious barriers to private sector investment -- however, the Chamber is
pleased with other aspects of the legislation including the emphasis on reform, focus on
preservation and maintenance, performance-driven safety programs, creation of a freight
focus, and inclusion of investments to address congestion issues in metropolitan areas.
We pledge to work with the committee to craft a bill that the Chamber can support fully.
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Revenue Needs in SAFETEA-LU Reauthorization

Infrastructure is unlike other problems or programs where you can wait until the
very last minute and then write a big check. Capital construction projects require
foresight and years of careful planning. The nature of infrastructure requires a
predictable, sustainable source of funding, whether projects are conducted by traditional
pay-as-you-go approaches or are financed with debt, equity or both.

Congress must face the question of how to provide additional revenues not only to
maintain current services in the reauthorization bill, but to increase investment in order to
address the mounting needs for maintenance, modernization and expansion of the
transportation system. The Report of the National Surface Transportation Infrastructure
Financing Commission (NSTIFC) is, by far, the most authoritative and informative
resource to the Committee on federal funding (revenue) options and financing
mechanisms.

That commission reinforced what the National Surface Transportation Policy and
Revenue Study Commission made clear: at their current levels, the revenue sources for
the Highway Trust Fund are insufficient to maintain federal-aid highway and transit
programs at current levels, much less to begin to address the significant investment needs
totaling $225 billion per year at all levels of government.

The current user fees generate only enough revenue to finance a $35.1 billion of
Federal highway, highway safety, and public transit investments in fiscal year 2010,
which would be a 34 percent cut from this year’s $53 billion funding level. Without
additional revenues, a six-year surface transportation authorization bill could fund only
$236 billion in highway, highway safety, and transit investment — $90 billion less than
the current services level over the next six years ($326 billion). (Committee on
Transportation and Infrastructure, Blueprint for Investment and Reform Executive
Summary).

The NSTIFC also reaffirmed that for this reauthorization cycle, raising enough
revenue to maintain current services and to address needs comes down to one thing:
increasing the user fees on fuels. The “user fee” system has been in place since 1956
when Congress dedicated the excise tax on gasoline to pay for construction of the
Interstate Highway System. This system and the Highway Trust Fund have been a stable
source of federal highway and transit funding for decades and have offered states and
localities the predictability and consistency necessary for capital investment. Fuel taxes
are currently the simplest, fairest, and most effective way to generate additional revenues
to sustain the user-fee funded approach to surface transportation infrastructure
investment. Capital investment requires capital and there is no alternative for the
systemic funding needed at the federal level.

The Chamber believes critical reforms need to be made to these national programs

that result in a more focused, strategic federal investment that cuts wasteful spending,
leverages private investment, and requires accountability. In return, Congress should

11
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provide increased revenue to address national needs. There is no free lunch, no “creative
option” that will fill the gaping hole that has emerged at the federal level. There are three
realistic options to consider, each with a trade off.

Option 1: Cut transportation programs commensurate with available
Sfunding levels by narrowing the scope of federal transportation programs
or by reducing the federal matching share for projects.

Trade-off: Approaches of this type simply shift responsibility to states and
local communities, which will be forced to find other revenue sources to
address transportation needs.

Option 2: Pay for additional transportation spending with non
transportation-related tax increases or deficit spending.

Trade-off: This approach discontinues the “user pays” basis of federal
transportation policy. Instead, surface transportation programs will be
paid for by increasing corporate taxes or by borrowing from future
generations. Most important, this option eliminates the certainty of a
multiyear transportation program and forces it to compete with other
domestic discretionary programs as part of annual budget and
appropriations processes.

Option 3: Increase user fees to address well-documented needs for today
and tomorrow.

Trade-off: The simplest, most straight-forward, and effective way to
generate enough revenue for federal transportation programs is through
increasing federal gasoline and diesel taxes. This fact has been
substantiated and endorsed in recent studies by a broad spectrum of
organizations, including two congressionally chartered commissions and
the U.S. Chamber of Commerce.

What remains is a matter of political will. This debate — particularly the revenue
considerations it entails — will never be convenient. But matters of convenience are not
what Americans ask of their leaders in Washington.

Laying groundwork for the future

The sustainability of the gas tax as the core source of revenue for the Federal
surface transportation program will continue to be challenged by the rise in alternative
fuels and improvement of fuel efficiency across all automobile classes. The Chamber
encourages the Ways and Means Committee to work with the Committee on
Transportation and Infrastructure to include an aggressive program of research,
development and demonstrations to ready a new approach to use fee collection for the
future.

12
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Private Investment

In addition to recognizing the need for increased public funding for infrastructure
projects, the Chamber also insists that Congress provide incentives for states and local
communities to exercise a full range of financing options to stretch federal, state, and
local resources and to access private capital.

Public-private partnerships are not a substitute for federal revenues, but they do
give states and communities the option to tap the estimated $180 billion in private sector
capital available for infrastructure investment. There is an extraordinary opportunity to
unlock years of private sector infrastructure investment by embarking on a common-
sense plan to remove and prevent new legal, regulatory, and legislative impediments that
now stand in the way, which can be done while fully protecting the public interest and
improving the environment.

The federal government should not stand in the way of states and local
communities exercising a full range of financing options that stretch federal, state, and
local resources and access private capital. Unfortunately, the House authorization bill as
currently drafted actively discourages, under the guise of regulation, private investment.

Steps such as making permanent the Alternative Minimum Tax (AMT) exemption
for private activity bonds for airport, water, and highway projects would continue to
make these securities more marketable and would spur private investment. In addition,
the Chamber supports eliminating the caps on public purpose debt. The TIFIA program
can be reformed and expanded. Congress should also consider how a National
Infrastructure Bank could be structured to attract increased private investment in major
infrastructure projects. The success of Build America Bonds included in the ARRA
package should be examined and extension of that concept considered.

In short, the private sector can provide vital capital if Congress and the
administration make facilitating private investment a priority. The private sector is
already responsible for most of the investments in American infrastructure. For example:

* More than 80 percent of America’s energy infrastructure is owned and managed
by the private sector, including dams, pipelines, the electricity grid, transmission
lines, and power generation.

e Nearly all of broadband infrastructure is privately owned and operated.

e Approximately half of America’s drinking water systems and an estimated 20
percent of the wastewater systems are privately owned.

e Freight railroads are businesses, and the private sector also participates in

providing other transportation infrastructure including roads, ports and inland
waterways, airports, and public transit systems.

13
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o Businesses are also key players in the development and application of alternative,
clean energy technologies and efficiency measures and thus, will be critical to
achieving a vision of a green economy.

Encouraging private investment can help address the highway and transit needs of
this country. In order to build on the private sector’s already substantial role in
infrastructure, there must be a concerted effort to provide incentives for private sector
involvement and reduce political risk that stands in the way of private investment by
reform and modernizing the rules and procedures that impact project development,
finance, and execution.

Needs beyond Highways and Transit Infrastructure

Beyond SAFETEA-LU reauthorization there is a full infrastructure agenda that
should be viewed as an opportunity to drive economic recovery and competitiveness—
not pushed to the back of the line of national priorities. The U.S. aviation system is
currently facing a capacity crisis and roughly one-third of the nation’s major roads are in
poor or mediocre condition. The aging inland waterway lock and dam system is affecting
system capacity and reliability — of the 257 locks on the more than 12,000 miles of inland
waterways operated by the U.S. Army Corps of Engineers, nearly 50 percent are
functionally obsolete. By 2020, that number will increase to 80 percent. Ports need to
accommodate a near doubling of cargo volumes by 2020, with some ports facing a
tripling or quadrupling of container volumes moving across their piers.

Aviation

The aviation system, which facilitates business travel, tourism, the movement of
domestic and international goods, and national defense, is a disgrace and has been
operating without a pilot for sometime now. The state of the air traffic control system is
at the heart of America’s aviation woes and modernization must be a national priority.
Congress and the FAA must act to transform the U.S. aviation system to meet the
expected 36 percent increase in fliers by 2015, by expediting air traffic control
modernization and providing the necessary investment to increase national aviation
system capacity through a multi-year federal authorization.

Freight Rail

As the cost of highway freight bottlenecks and congestion has increased, many
have looked to freight rail to carry more freight to relieve truck and highway congestion
and help conserve energy, reduce engine emissions, and improve safety. Shippers, too,
have started looking to railroads to carry more longer-distance shipments, especially as
the costs of truck fuel and labor have increased. Unfortunately, the America’s freight rail
system also has its capacity issues.
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Ton-miles of rail freight carried over the national rail system have doubled since
1980, and the density of train traffic — measured in ton-miles per mile of track — has
tripled since 1980. The railroads have had substantial surplus capacity in the rail network
for many years. This excess capacity has enabled the railroads to absorb traffic growth
with relatively modest additional capital commitments to expand infrastructure.
However, this surplus capacity has now largely been absorbed by two decades of growth
and major increases in rail traffic volumes of the past few years. The railroad industry’s
investment in infrastructure alone will not be enough to handle the 67 percent projected
increase in freight traffic between 2000 and 2020.

The administration and Congress should enact an infrastructure investment tax
credit for the rail industry to help accommodate the projected increase.

Marine Transportation

In November 2007, Congress signaled the importance of investing in the nation’s
water transportation system when it overrode President Bush’s veto of the Water
Resources Development Act (WRDA) of 2007. WRDA set a coordinated federal agenda
to protect the United States from severe weather and flooding and facilitated commerce at
America’s ports and inland waterways. This legislation was long overdue.

New federal requirements, on top of a lack of maintenance and modernization,
have created congestion, impeding the movement of goods through U.S. ports and inland
waterways. Ensuring waterside capacity at U.S. ports is vital to the nation’s economy and
will prove even more critical with the completion of the Panama Canal expansion in
2014. The administration and Congress can reinforce the federal government’s
commitment to investing in the nation's water transportation system by acting
expeditiously to reauthorize WRDA.

What the Chamber Will Do

The Chamber’s efforts on highway and public transportation issues are
spearheaded by the Americans for Transportation Mobility (ATM) Coalition. The
Coalition is a dynamic group representing businesses, labor groups, public transportation
providers, and construction stakeholders throughout the country. To support
Congressional efforts to tackle these challenging issues and provide the funding levels
needed to support our infrastructure, the Coalition launched the FasterBetterSafer
Campaign last year. The Campaign’s goal is to demonstrate the groundswell of public
support for repairing, rebuilding, and revitalizing America’s aging transportation system.
The Coalition has hosted events all over the country to educate the American public and
your constituents about these critical issues and are empowering our growing grassroots
network to help make transportation a national priority.

Many of the communities we visit with already have a good grasp of the problems

and are working to be a part of the solution. Between the businesses that rely on complex
logistics systems to move their goods and public transportation networks to bring their
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employees to and from work, and the laborers, contractors, engineers, materials
providers, there is considerable support for improved and increased federal investment in
the United States’ transportation network.

The ATM and the Chamber will continue to build these networks to ensure you
have all the support you need to move legislation that will make a difference.

Call to Action

For far too long, the United States has failed to make infrastructure a priority,
relying on the investments Americans made over 50 years ago, which are rapidly
deteriorating. Lack of attention to these issues has real ramifications for America’s
competitiveness and economic health. The U.S. economy has been the most competitive
in the world because of its capacity for innovation, higher education system, market size,
corporate ingenuity, fluid capital markets and transportation network. These advantages
have allowed U.S. industries to take a leading role in the global economy providing
products and services demanded worldwide. Transportation has been the foundation of
this success, but it is now becoming our Achilles heel.

The U.S. network of transportation infrastructure — the highways, bridges, public
transportation systems, airports and air traffic control system, rail, infand waterways and
ports — have become woefully inadequate to support the 21st century economy and the
American way of life. As Mike Eskew, former Chairman and CEO of UPS, recently
noted, “While commuters can feel the personal assault of traffic jams and flight delays,
many do not appreciate how congestion affects the movement of the nation’s freight, and
how an over-stressed infrastructure slows delivery times, creates unpredictability in
supply chains and ultimately makes U.S. businesses less competitive and consumer goods
more expensive.” Without question, current investment levels and planning are not
keeping pace with systemic needs.

All the while America’s global competitors surpass our efforts by leaps and
bounds, threatening to leave us in the dust. Decades ago the United States built the best
infrastructure the world had ever known and proceeded to take it for granted. We have
allowed governments at all levels to pile on complex and overlapping regulations,
making it exceedingly time-consuming to build or improve America’s infrastructure.
Americans have learned to live with sub par performance because the deterioration has
been so slow, like a trickle from a pinprick hole in a dam ... roads have slowly gotten
more congested ... potholes have proliferated ... commute times have expanded ...flight
delays have become more frequent ... the power goes out a little more frequently. As
Thomas Friedman recently noted in one of his columns, landing at Kennedy Airport from
Hong Kong is like going from the Jetsons to the Flintstones.

There is near-unanimity about the problems that the reauthorization should
address. Two Congressionally-authorized, bi-partisan commissions and numerous think-
tanks and interest groups have painstakingly detailed the current needs of the national
transportation system in extensive reports. The pictures these groups have painted are
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consistently bleak and the conclusions they come to are resoundingly similar:
Transportation infrastructure in the United States is at a critical juncture. If local, state,
and national leaders do not start making this a priority, commerce will suffer, fatalities
will rise, congestion and pollution with grow unabated, and the United States will find
itself further and further behind its rapidly expanding international competitors.

The reauthorization of America’s surface transportation programs will not be a
simple task and the Coalition recognizes the myriad challenges implicit in such a debate.
However, the consequences of inaction and delay are just too great and the benefits of
moving forward too considerable for Congress to abdicate. The aforementioned
commissions provided hundreds of well-considered recommendations to help guide this
reauthorization process and inform Congress of the appropriate reforms that need to be
made. All the Congressional committees of jurisdiction have held numerous hearings to
consider the best path forward and the House Transportation & Infrastructure Committee
has a draft bill ready to advance for debate. What remains is a matter of political will.
This debate — particularly the revenue considerations it entails — will never be convenient.
But matters of convenience are not what Americans ask of their leaders in Washington.

Conclusion

Chairman Neal, Ranking Member Tiberi, and members of the Committee, I hope
you will consider the business community’s strong interest in repairing, rebuilding, and
revitalizing the nation’s transportation infrastructure as you develop the revenue plan for
SAFETEA-LU reauthorization.

The Chamber will continue to educate and mobilize the American people to and
demonstrate that there is an appetite for increased investment at the federal level.

The law funding our surface transportation programs expires on September 30.
Congress and the Obama administration need to seize this critical opportunity to ensure
America has the best infrastructure system in the world. Now is the time to act.

America’s transportation infrastructure cannot fall victim to the practice doing
what is easy — delaying the tough decisions — over doing what is right. It will not be easy
to repair our roads, fix our bridges, and return our avenues of commerce to global
competitiveness, but our economy cannot afford to ignore it any longer. It is an essential
investment for the future of our country.

The Coalition strongly urges Congress to make this the national priority it should
be. If done right, highway and public transportation reauthorization can help drive
economic recovery and competitiveness while improving the environment and addressing
critical safety needs. The decisions about funding and financing will not be easy, but that
does not mean they should be avoided. The Chamber is pleased that the Subcommittee
on Select Revenue Measures is holding hearings on this issue and we ask that you move
swiftly to develop the revenue title for SAFETEA-LU reauthorization.
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Thank you very much for the opportunity to be here today.
it

Enclosure

18



153

U.S. Chamber of Commerce
Recommendations to Congress Regarding
SAFETEA-LU Reauthorization

Defining the National Interest and the Federal Role

¢ The U.S. Chamber of Commerce believes that federal transportation
policy, programs, and resoutces should support U.S. global
competitiveness, international trade policies, interstate commerce,
interstate passenger travel, emergency preparedness, and national
defense, which are compelling national interests.

Policy Objectives

Therefore, the federal government bears significant responsibility to ensure that
efforts advancing the following policy objectives are prioritized and funded.

Modernization and Maintenance

e Highway, transit, and intermodal assets identified as being in the national
interest should be brought into a state of good repair and modernized.
Congress should outline a comprehensive plan involving federal, state,
local, and private stakeholders to

o define and identify highways, transit, and intermodal assets in the
national interest,

o establish performance measures to guide government investment,
and

o incorporate technology and safety upgrades, including open
standards-based information technology, into modernization,
maintenance and preservation activities to the greatest extent
possible.

Safety

e The U.S. Chamber supports a continued federal role in ensuring a
comprehensive, results-oriented approach to safety through national

19



154

safety goals, performance metrics, and complementary plans to guide
investment.

e Incentives should be provided for applying best practices and advanced

safety technologies and equipment.

Freight Mobility

A national freight transportation program for identifying and funding
federal, state, and metropolitan efforts to ensure adequate capacity,
reduce congestion and increase throughput at key highway, rail,
waterway and intermodal choke points is needed.

The program should include a national freight transportation plan built
on performance measures and should include a comprehensive survey of
key freight corridors and other assets.

A national freight transportation plan should incorporate the
development of new capacity, access routes to major water ports and
airports, access routes to border crossings and international gateways,
operational strategies to improve utilization of existing assets, and
strategic intermodal investments to expedite freight movement.

The plan should guide government project selection and prioritization.

The program should not dilute other federal transportation priorities.

Urban Mobility

e [ederal policy and programs should support congestion mitigation and

improved mobility in urban areas by

o providing incentives for the adoption of strategies and use of
technology that maximize the use of existing facilities,

o supporting public transportation capacity, availability and
ridership strategies where appropriate, and

o supporting increased highway capacity where appropriate.
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Rural Connectivity

e Federal investment in small communities and rural areas should
primarily support connectivity to major economic and population
centers.

¢ Investment should be guided by national connectivity goals, population
density thresholds, and standardized measures of access.

Environment and Energy

e  Our country’s energy goals will only be met by a commitment to
technology innovation and to &/ types of available energy sources.

¢ Climate change policy choices have major economic consequences and
should not be made without adequate opportunity for debate by
lawmakers. Any and all policy decisions relating to the control or
reduction of greenhouse gas emissions should be based on a complete
understanding of scientific, economic, and social consequences, in order
to ensure balanced industrial growth, economic progress, high-quality
living standards, and a healthy environment.

¢ Any and all climate change policy decisions must
o preserve American jobs and the competitiveness of U.S. industry,

o provide an international, economy-wide solution, which includes
developing nations,

o promote accelerated development and deployment of greenhouse
gas reduction technology,

o reduce bartiers to developing climate-friendly energy sources, and

O promote energy conservation and efficiency.

¢ The voluntary use of all forms of public transportation that can be
demonstrated to be energy efficient and cost-effective should be
encouraged in a way that does not restrict individual choice among
competing transportation modes.
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e Strategies for improving air quality in regions of the country that do not
meet federal standards (e.g., NAAQS nonattainment for a criteria
pollutant) must recognize the importance of technological innovation
and modernization of the economic base in achieving environmental
quality, and must not place an undue burden on economic development.

Methodology

Program Consolidation and Accountability

e TFederal programs should be reorganized and consolidated around
specific, overarching national objectives to ensure that planning is more
comprehensive and projects reflect the federal role.

e Project approval and funding should be linked to economic benefits and
performance-based outcomes.

o Performance-based outcomes should be achievable and cost-effective
for consumers and economically practical and feasible for industry.

# States and localities should be allowed to pursue solutions that work best
locally to meet their unique transportation needs. If those solutions are
implemented with federal funding, they should measurably contribute to
addressing national intetests.

Research and Development

¢ The federal government should support research, development, and
application of improved technologies that

o improve infrastructure design, construction, maintenance,
financing, and operations, and

o increase safety and enhance the environmental sustainability of
the U.S. highway and public transportation systems.
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Project Delivery

e The federal government should improve and make consistent the project

review and approval process for all modal investments to ensure the
completion of transportation infrastructure improvements in a timely
and environmentally sound manner.

The federal government must shorten the time it takes to complete
environmental reviews and must support other measures to speed
project delivery once they clear environmental review.

e The federal government should encourage private sector involvement to

help expedité project delivery.

e Life cycle costs should be utilized in federal-aid projects where

appropriate.

Funding

Federal Funding Levels

e Funding levels should be directly tied to fulfilling the federal

responsibility in meeting the national interest.

Current revenue streams atre not sufficient to maintain federal-aid
highway and transit programs at existing service levels, nor will they be
sufficient to meet projected future highway and transit needs.

e Additional revenues are required, and the U.S. Chamber will evaluate

funding levels in relation to proposed policies and programs that support
the national interest and reflect an appropriate federal role.

Federal Revenue Principles

e A user fee-based trust fund, protected by budgetary firewalls, should be

the backbone of federal highway and public transportation investment.

¢ Tunding guarantees, which provide support for stable, long-term capital

planning, should be maintained. General funds supporting transit
programs should be guaranteed.
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e Unobligated revenues should not be allowed to accumulate in the
Highway Trust Fund beyond amounts necessary to meet cash flow
requirements.

e Revenue mechanisms should be structured to ensute that the purchasing
power of revenue sources keeps pace with inflation.

e Congtess should develop a road map for a sustainable revenue model
that maintains an equitable distribution across all system users, provides
adequate and predictable revenue, and is administrable with minimal
overhead.

e TFunding allocations from the Highway Trust Fund should be strictly
assigned only to transportation purposes.

Private Investment and Financing

e The federal government should encourage project financing and delivery
approaches that attract private investment.

e The federal government should expand its role as a financing partner
and a lender of last resort.

e Congress should lift the cap on private activity bonds for highway and
transit infrastructure.

Earmark Reform

e Earmarks can undermine the integrity of federal transportation programs
and should be limited if they

o are not related to, or are only tangentially related to,
transportation infrastructure,

o do not address the goals of federal transportation policy, and
0 have limited or no national benefit.

® Any funds earmarked for specific projects in the next authorization
should be obligated during the authorization period.
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Conditions for Chamber Support of Increased User Fees

¢ The U.S. Chamber would support an increase in user fees if Congress
advances a reauthorization bill that realistically achieves the following:

o]

@]

A refined federal role, oriented to achieve national interests.

Significant program reform emphasizing performance
management and accountability to ensure that costs are
minimized and benefits are maximized.

Improvement in the integrity of user fees by limiting earmarks
and non-transportation spending.

New opportunities to access private sector funding sources.

The establishment of a road map for a sustainable revenue model.

——

Chairman NEAL. Thank you.
Mr. Wytkind.
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STATEMENT OF EDWARD WYTKIND, PRESIDENT, TRANSPOR-
TATION TRADES DEPARTMENT, AFL-CIO, WASHINGTON, D.C.

Mr. WYTKIND. Thank you, Mr. Chairman, for inviting the
Transportation Trades Department, and its 32 affiliated unions, to
present our views on the needs of our nation’s surface transpor-
tation system.

I am pleased to hear the comments from many analysts today
over the course of a very long hearing. And I am pleased to be here
with major segments of the business community making the case
for more investment in our nation’s infrastructure.

We cannot wait another 18 months for reauthorization of this
program, as some would have us do. Americans suffering in this re-
cession cannot wait until 2011 for more good jobs. Our transpor-
tation system and infrastructure are plunging into a state of severe
disrepair and cannot wait 18 months or longer for new invest-
ments. And our national economy, reeling from too many years of
inaction and neglect on this important issue, cannot wait a year
and a half, or as many argue, 2 to 3 years for Congress to work
its will on this critical legislation.

Why the urgency? Well, let’s look at mass transit nationwide.
The systems are hemorrhaging, from Boston to St. Louis, Cleveland
to Portland, Oregon, Atlanta, Miami, statewide in California and
virtually every major urban, suburban and rural area in the coun-
tryi1 Service and job cuts are mounting, and there is no relief in
sight.

Transit is a growth industry. We are witnessing that growth and
yet, as state and local budgets decline in this very difficult econ-
omy, massive budget crises are forcing reductions in investment in
infrastructure, reductions in service, and, unfortunately, the layoff
of many employees. It is no better in transportation construction
nationwide, where the national jobless rate is approaching 20 per-
cent, even worse in many states.

History shows that transportation infrastructure bills are en-

ines of job creation. The economic recovery bill, which dedicated
%48 billion to infrastructure in transportation, was a great first
step but was only a down payment on the massive investments and
the job creation that is so badly needed in this difficult economy.

Look at the snapshot of our infrastructure today. The average
commuter rail passenger coach is 24 years old. Sixty-two percent
are being used beyond their replacement age. Fifty-nine percent of
transit buses need to be replaced within 6 years. More than 20 per-
cent of city roads did not pass the basic test for pavement and ride
quality. And 26 percent of the nation’s bridges are structurally defi-
cient.

Poor roadway conditions are a number one contributing cause of
motor vehicle crash severity, which costs our government, the
American taxpayer, and our healthcare system $12 billion annu-
ally. And if we kick this can down the road, as unfortunately some
would have us do, that can is going to land in a pothole, and we
are going to have a problem dealing with the immense needs of our
nation’s transportation system.

If you look at our passenger and freight rail needs, which the
House T&I Committee bill tries to address, they also have massive
infrastructure needs. Both freight rail and passenger railroad
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needs are tremendous and are not going to be addressed without
a very serious surface transportation bill.

Some are trying to use the crisis in the Highway Trust Fund as
a reason to delay a multi-year bill. The fact is that we must do
both. We must pass the Highway Trust Fund before the August re-
cess, and we must complete the authorization bill in this Congress.
The nation cannot wait for action on either of these priorities.

We know that these are serious times with several critical issues
demanding leadership. Last night, we heard the President make
the case for healthcare reform, achieving energy independence is
also a critical issue, and of course the deep recession weighs on the
minds of Americans. These are issues our members care about as
well, and they understand their importance and they face them ev-
eryday. But the transportation investment gap is also a critical
issue. If we do not make a significant commitment to transpor-
tation now, when will we be able to do it? Without such a commit-
ment we will cause irreparable harm to our economy for years to
come.

We live in a time in Washington where there are other big issues
that Members of Congress are debating and trying to solve, but if
we do not act now, we are worried that the dilapidated state of our
transportation system will continue to choke the U.S. economy.

We must pay for America’s massive transportation infrastructure
needs with dollars, not fairy dust or more hyperbole about the need
to invest in America and its transportation system. There are two
choices: raise revenues or fail to meet this country’s real needs. If
we fail, we also miss the opportunity to put people to work while
the economy continues to bleed jobs. We heard from Mr. DeFazio
about taxing oil securities and we think this is a serious proposal
that ought to be considered because it does two things: it goes after
unsavory oil speculation and goes a long way to fill the gap in our
ailing surface transportation system.

The VMT issue is a very important one. We are going to join in
that debate. Other than dealing with some very basic driver pri-
vacy issues, we think it is a very viable proposal that ought to be
looked at, and we look forward to working with you on that.

Lastly, I would just conclude, the gas user fee is really what we
need to be looking at. The transportation labor movement has en-
dorsed an increase in the user fee tax because we think it is the
only way to deal with this huge investment gap, and we are hope-
ful that in the coming months the Congress will work its will and
adopt such a measure.

Thank you for having us.

[The prepared statement of Mr. Wytkind follows:]
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HOUSE SUBCOMMITTEE ON SELECT REVENUE MEASURES
ON
LONG-TERM FINANCING OPTIONS FOR THE HIGHWAY TRUST FUND

July 23, 2009

On behalf of the 32 member unions of the Transportation Trades Department, AFL-CIO (TTD),
thank you for inviting me to testify on the financing provisions of the federal surface
transportation programs.

These are perilous economic times. The workers that our unions represent face unprecedented
economic risks. Overall, unemployment and under-employment are high, the carning power of
working families is stagnant at best and many economists say the jobless rate is likely to
continue rising for many months.’ In the transportation sector alone, approximately 367,300 jobs
have been lost during this recession? With that backdrop, I commend this Committee for
holding this hearing to consider options for boosting investment in the nation’s surface
transportation infrastructure,

The reauthorization of the federal surface transportation programs, set to expire at the end of
September, offers an excellent opportunity to both create economic growth in the near-term and
to address years of underinvestment in our transit systems, roads, bridges and other segments of
our transportation network. This is our opportunity, quite literally, to build the bridges to a better
economic future.

! Shierholz, Heidi, Jobs Picture for July 2, 2009: Nine Years of Job Growth Wiped Out, Economic Policy Institute,
Washington, D.C. June 2009.

? Total job losses in the transportation sector come from the Bureau of Labor Statistics’ The Employment Situation:
February 2008 and The Employment Situation: June 2009, which measure the change in nonfarm payroll figures
from the beginning of the recession in December 2007 through June 2009. Figures determined by examining
payroll changes from the December 2007 Fstablishment Data and the June 2009 Establishment Data. Industry
sectors used for calculation include transportation and warchousing and manufactured transportation equipment,
excluding manufactured motor vehicles and parts.
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Later in my statement I will specifically address several potential means to raise revenues for the
surface authorization and address the Highway Trust Fund shortfall. This is the essence of our
challenge. We need to repair America’s crumbling infrastructure and prepare our economy for
the challenges that lie ahead. We must find a way to finance Transportation and Infrastructure
Committee Chairman Jim Oberstar’s vision for a new transportation future. But first I would
like to set the stage by addressing the state of the economy from the perspective of transportation
labor. When combined with the historic economic stimulus bill, this authorization would
produce additional jobs in an economy struggling to stem job losses. With all the discussion in
Washington about the need to promote economic recovery, we urge you to consider this
authorization legislation as another chance for Congress to pass a true stimulus bill that puts
people to work in good, family-supporting jobs. After all, every billion dollars Congress and the
President invest in surface transportation will create at least 30,000 jobs.

We need a surface transportation authorization bill today. To move legislation to the President’s
desk, we must have an honest discussion about investing in and paying for our vast
transportation needs. Make no mistake — the costs of delaying this bill are higher than the costs
of passing it. Without a surface transportation authorization, our transit systems will not meet
soaring demand, our highways and bridges will continue to crumble, transportation and
construction unemployment will rise, transporting freight will become more expensive and our
economy will suffer.

Long-term postponement of the surface transportation reauthorization as some have proposed is
a mistake. We simply cannot tell unemployed and underemployed transportation workers to wait
at least 18 months for a crucial jobs bill that history shows will contribute to the economic
recovery. The time to act on a multi-year bill is now.

We understand the concern about revenue shortfalls in the Highway Trust Fund, We share this
apprehension and have confidence that Congress and the President will take the actions
necessary to address the problem. But we reject the notion that pursuit of a long-term
authorization now somehow threatens action to deal with the significant funding shortfalls in the
Highway Trust Fund. We know that Congress will do whatever it takes — at the appropriate time
— to ensure these crucial investment programs do not lapse. And we are mobilizing to urge
Congress and the President to take immediate action to replenish the shortfall in the Highway
Trust Fund before the August recess.

As this Committee considers revenue options for a multi-year authorization bill, we must have an
honest discussion about paying for these important investments. Those on both sides of the aisle
must reach consensus that cheap shots and political attack ads on the gas tax and other revenue
options do a shameful disservice to our nation and undermine our ability to sclve the serious
national challenges we are discussing today. The nation needs a bipartisan truce on funding this
program because inaction places the national economy at severe risk. Americans need leadership
in Washington, not more politics as usual.
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The state of transit systems across the country illustrates this point. Due to state and local budget
shortfalls, service and job cuts are occurring cven as transit is more popular than ever. As we
speak, drastic cuts and layoffs by transit agencics are either being considered or have alrcady
happened. For cxample, the St. Louis Mctro laid off over 550 employees and cut transit scrvice
by 30 perccm,3 while the Cleveland Regional Transit Authority (RTA) plans to cut 300 jobs.4
Meanwhile, as states like California suffer from budget crises, the catastrophic problems faced
by their mass transit systems will only add to the burden. In fact, New York City’s MTA
narrowly averted a doomsday scenario of service cuts and job losses through last-minute fare
increases and tax hikes. To help address this problem, Congress included limited flexibility in
the Omnibus Appropriations bill to allow transit agencies to use some of their capital funds
provided in the cconomic recovery bill for operating needs.  While we strongly support this
provision, it is only a stop-gap measure. We need a permanent solution that provides flexibility
to transit agencies so they can better manage the ebbs and flows of the economy, budgeting and
funding.

Meanwhile, the capital needs of our nation’s mass transit system continue to languish due to
insufficient funding. The condition of transit fleets, stations and critical technologies remain
incredibly outdated. According to the Federal Transit Administration (FTA), over onc-third of
the capital assets of the seven largest rail transit operators — who together serve more than 80
percent of all rail transit riders — arc either in poor or marginal condition” A $50 billion
investment will be required to return thesc capital assets to a state of good repair. b Overall,
cstimates suggest that improving our nation’s transit system will require capital expenditures of
$21.6 2illion annually,” Tn 2008, total capital spending at all levels on transit was only $12.6
billion.

The recession has caused a dramatic downturn in construction employment. Since December
2007, almost 1.3 million construction jobs have been lost.” As of Junc 2009, there are more than
1.6 million unemployed construction workers across the nation.'"  Last month, the
unemployment rate in the construction sector hit 17.4 percent—up 9.2 percentage points since
June 20081, and in Michigan the figure approaches 40 percent. 'These are the worst employment

numbers in any industrial sector. Construction employment is lower now than at any point in 11

? Press Release, “McCaskill Urges Stimulus Money for Transit Programs 10 Include Operational Needs,” Office of
Senator Claire McCaskill, May 12, 2009.
* “RTA needs $9 million to avoid cutting routcs, layoffs,” Cleveland Plain Dealer, March 25, 2009.
Z Rail Modernization Study: Report to Congress Federal Transit Administration, April 2009
Ihid,
7 U 8. Department of Transportation, Status of the Nation's Highways, Bridges, and Transit: 2006 Conditions and
Performance, 2007.
¥ Ibid.
? The Burean of Labor Statistics, The Employment Situation: June 2009,
' Total unemployment for construction workers derived from the Household Data sct of the Bureau of Labor
Sllulics’ The Employment Situation: June 2009
' ibid.
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years.'? Nonetheless, as the condition of our roadways and bridges continuc to deleriorate, the
need to put people back to work could not be more evident. As of 2008, more than 26% of the
nation’s bridges were classified as structurally deficient.” Trom 2005 to 2008 the number of
deficient bridges in urban areas, which are the most traveled and vulnerable, increased by over
2,000."* To significantly reduce the number of deficient bridges will require a $6.5 billion yearly
increasc in spending, trom $10.5 to $17 billion."* Similarly, the Department of I'ransportation
has found that the urbanized portions of the interstalc highway system are also declining in
quality.'® According to the American Association of State llighway and Transportation Ofticials
(AASHTO), an investment of between $132 and $166 billion is needed to merely improve our
highway system — a significant departure from $78 billion most recently allotted by all levels of
government for highway capital improvemcms.17

Freight movement offers a glimpse at our overall economy. Forty percent of American freight is
transported by rail.'® Reports indicate that freight rail busincss is down 25 percent; at least 10
pereent of the industries workers are furloughed. However, when the cconomy does pick up,
meeting the projected demand will require an increase in investment of $3.4 billion per vear."?
Port workers on both the cast and west coast are also suffering in this cconomic downturn. As
inbound and outbound cargo is badly depressed, work hours are being reduced to levels not seen
in years. Our longshore affiliates report that in some West Coast ports volume has fallen to 2003
levels, while volume on Atlantic and Gulf Coast ports is down 25-35 percent. longshore
workers understand that a strong, immediate surface transportation authorization bill will help
expand the economy and will ready our transportation system and economy for the next wave of
growth.

Transportation labor believes the economic recovery bill passed by Congress and the President is
starting to produce real results. By mid June, the Department of Transportation had made $47.5
billion available to states and obligated $20.7 billion.?® Hundreds of thousands of jobs will be
created or saved because of these transportation sector investments. More than 2,000 highway

"2 Summary of Subject Matler, Hearing on the importance of Long-Term Surface Transportation Authorization In
Sustaining Economic Recovery, Committee on Transportation and Infrastructure, Subcomrmittee on Highways and
Transit, July 14, 2009,
:j American Society of Civil Engineers, 2009 Report Card for America’s Infrastructure, January 2009.

1bid.
!* American Association of State Highway and Transportation Officials, Bridging the Gap, July 2008.
18 S, Department of Transportation, Status of the Nation's Highways, Bridges, and Transit: 2006 Conditions and
Performance, 2007.
" American Association of State Highway and Transportation Officials, 7he Bottom Line Report, April 2009,
'® “Freight Railroads: Industry Health Has Improved, but Concerns about Competition & Capacity Should Be
Addressed,” Government Accountability Office, October 2006.
' Figures from the National Rail Freight Infrastructure Capacity & Investment Study, Cambridge Systematics, Inc.,
September 2007, which estimates that freight rail must invest, beginning in 2007, $148 billion over the next 28
years, or approximately $5.3 billion annually. In contrast, a total of $1.9 billion was spent on freight rail in 2007.
The $3.4 billion figure is the difference between these numbers.
2 Summary of Subject Matter, Hearing on thc Importance of Long-Term Surface Transportation Authorization [n
Sustaining Economic Recovery, Committee on Transportation and Infrastructure, Subcommittee on Highways and
Transit, July 16, 2009.
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bridge projects are under way and positive economic effects will continue for an additional two
vears. Amtrak is restoring about 80 rail cars with Recovery Act funds and has hired 400
workers, many of whom were former auto workers. It expects to fill almost 9,000 new job
openings in the next two years.m Fifty percent of the funds for mass transit are now approved or
waiting for final federal signoff. The Federal Transit Administration has awarded $3.4 billion in
360 grgnls. Additionally, 325 grants valued at $3.96 billion are being reviewed and pending
award.””

But the stimulus is not cnough. This nation clearly needs to continue to invest in jobs,
infrastructure and to bolster our fledgling economy. The surface transportation authorization is
one of the most important jobs bills in Congress. Over 12.5 million family wage jobs will be
gither created or preserved by the ‘lransportation and Infrastructure Committec’s surface
transportation authorization.®* One of the main hurdlcs to the passage of this bill arc the
financing provisions we are here to discuss today.

o

Transportation labor and several of the other organizations testifying today have called for an
increase in the gas tax to fund needed improvements to our surface transportation system. This
user fee has not increased sincc 1993, a 16-year period in which onc-third of its purchasing
power was lost as construction costs, freight shipments and passenger traffic skyrocketed.
Increasing this user fee is core to any effort to pay for transportation infrastructure investments.
We know other alternatives will be considered such as a vehicle miles tax, tolling, bonding and
so on. We will work with Congress to review these options but it is important to realize that the
user-based system for collecting funds to support our surface transportation system is failing and
Congress must act to fix it. Unless we act expeditiously to address the fuel uscr fee, congestion
will increase, transit systems will fail to meet soaring demand, bridges will fail, safety will suffer
and unemployment will rise. This decision cannot be delayed any longer as the Highway Trust
Fund and the Transit Account continue to lose purchasing power

Two federal commissions have supported an increase. In March of this year. the National
Surface Transportation Infrastructure Financing Commission called for a 10 cent increase in the
federal gas tax and a 15 cent increase on diesel. Last year, a majority of the National Surface
Transportation Policy and Revenue Commission called for an annual increase of five to eight
cents for five years. These commissions, chartered by Congress, show the way forward. They
provide the only ncar-term solution to our surface transportation funding needs.

Many economists, including those in the Administration, have raised concerns about increasing
the gas tax during this economic downtum. Some have supgested delaying the gas tax increase
for one or two years. Others support triggers so that the increase would kick in after the end of

2 gatement of Amtrak President and CEO Joseph Boardman at a Senate press conference on July 15, 2007,

2 “American Recovery and Reinvestment Act (ARRA),” Federal Transit Administration website,
http:/www.fta.dot.gov/index_9440.html, July 21, 2009.

= Testimony of Rep. Peter PeFazio at the Ilearing on the Importance of Long-Term Surface Transportation
Authorization in Sustaining Lconomic Recovery, Committee on Transportation and Infrastructure, Subcommittee on
Highways and Transit, July 16, 2009.

w
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the recession,  Subcommittee on Highways and Transit Chairman Peter DeFazio has discussed
indexing the gas tax to the construction cost index. He would also use this revenue stream to
issue bonds, which would provide a funding stream in the neighborhood of at least $30 billion
during the early years of the bill. Transportation Labor is not wedded to any one of thesc ideas,
but we do believe they offer concrete, carefully considered solutions to the problems we face.
We encourage Congress to carefully consider these concepts as a means to reach principled
compromise on this important issue.

Mr. DeFazio has offered a new proposal worthy of serious consideration: a transaction tax on
crude oil sccuritics. Under this proposal, crude oil futures contracts would be taxed at a 0.02
percent rate with an additional 0.5 percent tax on crude oil options. This would create a $190
billion revenue stream over six years. Beyond simply providing the necessary funding, this
proposal could also lower crude oil prices and reduce price volatility.  With all the concerns
expressed by Congress about the conduct of oil market speculators, Mr. DelFazio offers an
opportunity to finally reign in the excesses created by rampant speculation, protect the public and
fund vital surface transportation needs.

A variety of innovative financc proposals have been offered to fund transportation and
infrastructure. Whilc we believe that these are important ideas, they arc tangential to the larger
discussion of the gas tax uscr fee. Public-private partnership (PPP) arrangements, the federal
infrastructure bank and other proposals do not offer a solution to the core funding problem. We
will continue to support some of these concepts as a means to supplement direct federal
investment, as outlined below, but they will never offer the primary means of transportation
infrastructurc funding.

PI’I’s arrangements arc likely to be included in the final version of the surface transportation
authorization. We continue to believe that the vast majority of transportation projects arc not a
candidate for this funding mechanism. PPPs simply cannot offer the revenue streams necessary
to finance a national, intermodal transportation system. But PPPs do provide the means to fund
certain types of transportation projects. With any PPP arrangement, we must protcct workers
and taxpayers from onc-sided agrecments that provide long-term benefits to investors without
improving either service or infrastructure. These protections will ensure that PPPs are only
allowed when the public interest is preserved.  Additionally, we call for protections in this
section of the bill for those workers who could potentially be adversely impacted by PPPs.

The vehicle miles traveled (VMT) fec has the advantage of charging a user fee to those who
utilize our roadways, just like the gas tax. In the near future, some believe it may replace the gas
tax as the primary funding source for the Highway Trust Fund. However, by most accounts it
will be years before a VMT system is ready for implementation. A transition period of several
years will be needed to plan such a significant change in funding. During that period we
cncourage Congress to consider protections in order 1o protect the privacy of drivers, including
those with commercial drivers licenses. Additionally, we encourage Congress to exclude or
discount VMT charges for mass transit and over-the-road buses because they contribute to
decreasces in traffic congestion.
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As Congress considers these and other proposals to address financing issues in the next surface
transportation authorization bill, transportation labor urges the application of all appropriatc
labor protections. Worker protections play an important role in any efficient and safe
transportation system. We are pleased to sce the Transportation and Infrastructure Committee’s
commitment to 13(c) transit worker protections and Davis-Bacon prevailing wage requirements.
These protections should apply to all appropriafe federal transportation funding programs. We
look forward to working with members of Congress to ensure this outcome.

Mr. Chairman, thank you for convening today’s hearing to discuss financing mechanisms in the
surface transportation bill. On behalf of transportation labor, I urge you to act on this complex
transportation revenuc issue. We cannot postpone action on this bill for 18 months. Such a long
wail will undermine the job creation benefits in the Recovery Act. And we fear an 18 month
delay could result in a three or more year delay. The nation cannot wait for action on this
legislation — more delay means millions of lost jobs at a time when our economy can least afford
1t

The time has come to act. [ urge you to do so immediatcly.

‘Thank you for inviting us to present our vicws.

———

Chairman NEAL. Thank you.
Mr. Weaver is recognized for testimony.

STATEMENT OF DON WEAVER, VICE PRESIDENT, WEAVER-BAI-
LEY CONTRACTORS, EL PASO, ARKANSAS, AND CHAIR OF
THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA,
WASHINGTON, D.C.

Mr. WEAVER. Yes, Mr. Chairman and ranking member, thank
you all for letting us come today on behalf of the AGC, the Associ-
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ated General Contractors, which is the oldest transportation divi-
sion in the United States. We represent people that build high-
ways, bridges, transit systems and railways. And I think it is kind
of neat that the contractors get to come last. We are the ones out
there building the things and putting the people to work, so we ap-
preciate the opportunity.

We believe the transportation challenges facing the United
States are significant and must be addressed in a prompt and rea-
sonable manner. Increased investment is vital and all options
should be considered. As you heard today, our immediate concern
is the SAFTEA-LU shortfall of $3 to $8 billion, we are not sure,
we have heard all over the road over that. But failure to do that
will render us having to give our employees possibly IOUs for pay-
checks. It is going to be hard for our folks to take those to the gro-
cery store and buy groceries. So anything you all can do to help
bridge that gap before the end of this fiscal year, we greatly appre-
ciate and our employees appreciate.

Congress must also take action to ensure program continuity.
The construction industry makes decisions about investment in
new equipment and retaining and training our workforce based on
long-term goals and needs. Without the knowledge that a contin-
uous and growing market is on the horizon, contractors will not be
able to make investments necessary to train new people and buy
new equipment. This hurts Caterpillar, John Deere and everybody
across the row. Efficiency and productivity increases when we can
project a steady workplace in the future. Enactment of a 6 year
program ensures continuity and therefore must be a priority.

As part of the reauthorization, as you all well know, the Trust
Fund is ultimate paygo. Highway users pay fees that reflect their
usage of the system. The short fall we face in the immediate future
is only a symptom of long-term problems facing the Trust Fund, as
you all have heard today. Revenue has not kept pace with funding
commitments and transportation needs. And as the economic condi-
tions have worsened, revenue has continued to plummet. Signifi-
cant increases in the cost of fuel, more fuel-efficient vehicles and
alternatively-fueled vehicles are all impacting the revenue that
comes from the motor vehicles tax. In addition, construction cost
inflation has added to the Trust Fund woes, causing the buying
power of the federal motor fuels tax to be reduced by nearly 85 per-
cent since the last increase in 1993.

AGC believes that the traditional motor fuels tax is the most effi-
cient mechanism for increasing revenue for surface transportation
in the short term and should be adjusted regularly to account for
inflation and growing investment needs. AGC recommends that
Congress shore up this successful funding method until a better
system can be found and put in place. We recommend raising the
federal gas tax by 18 cents to address the effects of construction
cost inflation that will restore the buying power to the 1993 levels.
In order to keep pace with growing transportation costs, inflation
and construction material prices and reduced income, regular in-
creases in the cents per gallon tax will also be necessary. However,
since increasing the motor fuels tax is not always politically fea-
sible, AGC proposes establishing a Federal Highway User Rate
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Commission to determine annually the federal motor fuels tax rate
to avoid the instability in the annual amount of revenue collected.

AGC also suggests there should be a direct link between im-
ported products and freight movement. Use of a Custom fee rev-
enue will create this linkage. AGC recommends that 5 percent of
current Custom port fees be addressed to the Highway Trust Fund
to help address transportation freight infrastructure.

Increasing the gasoline tax by 18 cents per gallon with an addi-
tional 5 percent of Custom fees dedicated to the Highway Trust
Fund will generate an additional $37.7 billion per year. This in-
crease will allow the U.S. to invest in our highway and transpor-
tation systems at a level that will significantly close the funding
gap that AASHTO identified in their released bottom line report.
Creation of Highway User Commission to regularly adjust the user
rate will keep us from falling behind in investment needs in the
future and take a lot of heat off Congress for increasing taxes.

AGC believes financing methods such as bonding, public/private
partnerships and tolling should also be used, along with the VMT
studies. The two national bipartisan commissions established by
SAFTEA, after examining everything, still came back to the motor
fuels user fee tax as the most viable option we have currently. We
hope that you all would make the necessary tough choices to sup-
port this so that we can keep working and keep improving our
highways and having good employees that are able to get out there
and feed their families.

Thank you.

[The prepared statement of Mr. Weaver follows:]

Prepared Statement of Don Weaver, Vice President, Weaver-Bailey
Contractors, El Paso, Arkansas, and Chair of the Associated
General Contractors of America

Mr. CHAIRMAN. and Members of the Committee thank you for the opportunity
to present testimony on long term financing options for the Highway Trust Fund.
I am Don Weaver, Weaver-Bailey Contractors, El Paso, Arkansas representing the
Associated General Contractors of America. This year I am serving as the Chair of
AGC’s Highway and Transportation Division. AGC is the oldest construction asso-
ciation in the country representing contractors that build all forms of infrastructure,
including: highways, bridges, transit systems, railways, airport terminals and run-
ways, water and wastewater treatment facilities, underground utilities, public build-
ings, multi-family housing, office buildings, military facilities, water resource
projects, energy production and conservation, and the many other structures that
are the backbone of the U.S. economy and provide and ensure U.S. Citizens’ quality
of life. AGC represents more than 33,000 firms, including 7,500 of America’s leading
general contractors, and over 12,500 specialty-contracting firms. Over 13,000 service
pﬁoviders and suppliers are associated with AGC through a nationwide network of
chapters.

Surface transportation in the United States is at a crossroads. Since the enact-
ment of the Safe, Accountable, Flexible, and Efficient Transportation Equity Act A
Legacy for Users (SAFETEA-LU) in August 2005, the interstate highway system
celebrated its 50th anniversary. It was a celebration of the world’s biggest public
works program responsible for providing unprecedented mobility and economic op-
portunities for Americans. This legacy is our duty to maintain, as it is also our duty
to meet the mobility demands of the 21st Century to compete in the global market-
place and provide the best quality of life possible for all citizens. Our charge is
crowded and crumbling; our country is growing and demanding. The challenges are
great: resources are scarcer; energy costs are climbing; construction costs are esca-
lating; and the public’s confidence in its policy makers to address these issues is di-
minishing. This is what we confront at this crossroads.

AGC believes the transportation challenges facing the United States are signifi-
cant and must be addressed in a prompt and responsible manner. This includes a
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long term authorization, a sustainable user fee funded trust fund and a focus on
truly national transportation imperatives. All levels of government, including the
Federal Government, must renew their commitment to the nation’s transportation
sys::iem. To this end, increased investment is vital and all options should be consid-
ered.

Immediate Highway Trust Fund Shortfall

The U.S. Department of Transportation (U.S. DOT) and others have found that
the Highway Trust Fund will fall below the minimum cash level to make daily pay-
ments before SAFETEA-LU expires on September 30, 2009. The Federal Highway
Administration (FHWA) has already notified states that it will begin slowing down
reimbursements to state Departments of Transportation by mid-August if additional
revenue is not provided. With the financial crisis hitting the states particularly
badly (most states, including Arkansas, are constitutionally required to have bal-
anced budgets and they are thus scrambling to make cuts), the states are already
out on a financial limb. Action is needed immediately to fix this problem. To do oth-
erwise would leave the states with the need to float millions of dollars and incur
substantial borrowing costs to meet their contractual obligations or slow down pay-
ments to contractors for work completed. The most recent government estimates
predict a shortfall of $7-8 billion in the Highway Account in fiscal year 2009. AGC
commends the Committee for its leadership last year to avoid a similar funding
shortfall and urges you to act hastily to enact a legislative fix to avoid the payment
slow down later this summer.

Long Term Authorization

Because of the current state of trust fund finances, Congress must take steps to
create certainty in program continuity. The construction industry makes decisions
about investments in new equipment and in retaining and training a workforce
based on its best projection about where the market will be over the long term.
Without the knowledge that a continuous and growing market is on the horizon,
contractors will not make the investments necessary to carry out this program’s ob-
jectives. This is particularly true for small businesses, which typically have less op-
erating capital to invest, thus are more risk-adverse with their capital. This trait
is also magnified by the economic conditions, which make risk reduction a com-
pany’s top priority. This hurts the program as much as it does the industry. Effi-
ciency and productivity increases when contractors can project a steady future mar-
ket in which to work. This helps lower costs, and allows for a better constructed
project because new equipment and improved technology improves the final project.
For these reasons, enactment of a 6-year surface transportation authorization bill
that ensures program continuity must be a priority.

Recovery Act

Continuing the momentum of the Recovery Act investment in infrastructure is
particularly important. Construction spending was less than 25% of the total spend-
ing in the ARRA, but provides some of the best investment opportunities for job cre-
ation and economic growth. AGC studied the economic impact of infrastructure in-
vestment on job creation. AGC’s analysis, in partnership with George Mason Uni-
versity, showed that investment in nonresidential construction adds significantly to
jobs, personal income, and GDP far beyond the hiring that takes place in the con-
struction industry itself. AGC found that $1 billion in nonresidential construction
spending would add about $3.4 billion to Gross Domestic Product (GDP), about $1.1
billion to personal earnings and create or sustain 28,500 jobs. The Recovery Act is
already going a long way towards creating or saving jobs. But, national construction
unemployment is still at 17.4 percent (not seasonally adjusted), compared with the
total private unemployment rate of 9.7 percent. We are in a critical, vulnerable
stage in economic recovery, maintaining program continuity is key to “staying the
course” set by the Recovery Act. Shoring up the highway trust fund and ensuring
a sustainable user fee funded trust fund long term is the best way to keep workers
in construction careers.

Highway Trust Fund

The Highway Trust Fund is the ultimate “Pay-Go” program. Highway users pay
fees that reflect their usage of the system. These fees are credited to the Highway
Trust Fund which is then used to support expansion and improvement to the fed-
eral-aid highway system. This mechanism was successful in providing the funds
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necessary to build the interstate highway system and to continue to expand and
maintain it in recent years. The Highway Trust Fund has also supported the con-
struction and upkeep of other transportation projects, including mass transit.

However, the shortfall that we face in the immediate future is only the symptom
of the long-range problems facing the trust fund. Revenue has not kept pace with
funding commitments and transportation needs, and in the past few years, as eco-
nomic conditions have worsened, revenue has continued to plummet as purchases
of heavy trucks has declined and vehicle miles traveled have diminished. Significant
increases in the cost of fuel, more fuel efficient vehicles, and alternatively fueled ve-
hicles are all impacted the amount of revenue that comes from the motor fuels tax.

In addition to the revenue shortfall, inflation has added to the Highway Trust
Fund’s woes causing the buying power of the federal motor fuels tax to be reduced
by nearly eighty-five percent since the user fee was last increased in 1993. The
chart below illustrates the change in Producer Price Index (PPI) for highway con-
struction inputs compared to the Consumer Price Index (CPI) since October 1993
(the month in which the last fuel tax increase took effect). The highway construction
PPI is a weighted average of the prices of all materials used in highway construc-
tion, including diesel fuel and other inputs consumed by contractors. Both lines are
set equal to 100 in October 1993 to show the cumulative change in prices. The lines
remained very close together until the beginning of 2004, when a series of extreme
price increases began for major highway inputs: steel, diesel fuel, asphalt and even
concrete. The cumulative change through June 2009 in the highway PPI was 85%,
compared to 48% for the CPIL. In other words, an 85% increase in highway trust
fund taxes would have been required to maintain the purchasing power that those
taxes represented in October 2003.

Motor Fuels Tax

AGC believes that the time has now come for Congress to realize that there is
no easy solution for addressing our transportation investment deficit. The level of
investment provided by the Highway Trust Fund should be increased to address
mounting needs. An increase in revenue is necessary just to keep up with inflation
additional funding is also needed to address the backlog of transportation invest-
ment needs. Numerous authoritative reports have come to the conclusion that, for
the foreseeable future, the federal motor fuels tax is the best method for funding
transportation infrastructure investment and that the motor fuels tax needs to be
increased. The 2006 Transportation Research Board (TRB) study, “The Fuel Tax
and Alternatives for Transportation Funding,” concluded that fuel taxes will con-
tinue to be the most viable source of support for the Highway Trust Fund “for at
least the next 15 years.”

SAFETEA-LU established two national commissions to look at the future of the
federal transportation programs and to make recommendations on paying for these
needs into the future. Both Commissions were appointed with bi-partisan member-
ship and included transportation experts and individuals representing businesses
and other users of the system.

The National Surface Transportation Policy and Revenue Study Commission
called for a national vision to “Create and sustain the pre-eminent transportation
system in the world,” and recommended a variety of reforms to improve the delivery
of a transportation system that supports U.S. economic growth. To accomplish this,
the Commission concluded that the United States needs to invest at least $225 bil-
lion annually from all sources for the next 50 years to provide a transportation sys-
tem that ensures strong economic growth. Currently, all levels of government com-
bined are spending less than 40 percent of that amount. To support this initiative,
the Commission recommended that the federal motor fuel tax be increased 5 to 8
cents per gallon per year over the next 5 years, after which it should be indexed
to inflation. This conclusion was reached after an exhaustive examination of all po-
tential funding sources. The commission concluded that the motor fuels tax pro-
vides: low administrative and compliance costs; ability to generate substantial
amounts of revenue; relative stability and predictability; and ease of implementa-
tion.

SAFETEA-LU’s second commission, the National Surface Transportation Infra-
structure Financing Commission, consisted of an entirely different group of individ-
uals from diverse backgrounds, including: economics, finance, industry, law, and
public policy. The Commission came to the conclusion that the current federal sur-
face transportation funding structure that relies primarily on taxes imposed on pe-
troleum-derived vehicle fuels is not sustainable in the long term and is likely to
erode more quickly than previously thought. However, the Commission also con-
cluded that as a nation, we cannot afford to wait for a new revenue system to be
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put in place to start addressing the fundamental investment challenge. After re-
viewing a wide array of options, the Commission concluded that increasing and in-
dexing existing mechanisms is the most effective way to raise the revenue needed
to meet existing needs. The Commission recommended an immediate increase in the
federal gasoline tax of 10 cents, a 15 cent increase in the federal diesel tax, and
commensurate increases in all special fuels taxes, and indexing these rates to infla-
tion.

The federal excise on gasoline is currently 18.4 cents per gallon. Reflecting the
political difficulty of raising taxes, it has been raised only five times since 1956 and
it has not been raised in a transportation reauthorization since 1982 when Presi-
dent Reagan signed the Surface Transportation Assistance Act

AGC Recommendations

Highway user fees in the form of motor fuel taxes have been the primary source
of funding for construction, maintenance, and rebuilding of our nation’s road system
at the state and federal level for the past 80 years. The Highway Trust Fund has
been a model for efficient transportation investment that enjoys significant public
support. Eventually the method for charging the user fee will need to be changed
but for the successor to SAFETEA-LU the existing funding system should be main-
tained and enhanced.

AGC recommends that Congress shore up this successful funding method until a
better system can realistically be put in place. We also recommend raising the fed-
eral gasoline tax by 18 cents to address the effects of inflation since the fee was
last increased.

In order to keep pace with growing transportation costs, inflation in construction
material prices and reduced income, regular increases in the cents per gallon tax
will also be necessary. However, increasing the motor fuels tax is not always politi-
cally feasible. To take this decision out of the political arena, AGC proposes estab-
lishing a federal Highway User Rate Commission to determine biennially the federal
motor fuels tax rate to avoid the instability in the annual amount of revenue col-
lected. The Commission would annually index the motor fuels tax to inflation, pref-
erably to the Producer Price Index for construction inputs. The Commission’s deci-
sion would be final unless overturned by a “Super” majority of Congress.

In the long term, Congress should consider changing the user fee collection model
to a Vehicle Miles (VMT) tax. A VMT tax would be charged to all vehicles using
transportation infrastructure that is eligible for federal funds. Mileage could be elec-
tronically recorded and collected at the gas pump when vehicles are fueled or
through a monthly invoice.

Tolling/Public Private Partnerships (PPP)

Together, tolls and private capital contribute about 4.5 percent annually to the
total revenue pool currently available for U.S. highway program investments. Much
of this revenue is used for debt service. While there is potential to expand the appli-
cation of tolling in the U.S. and to attract even more private capital to highway in-
vestments, objective research suggests these methods alone cannot realistically be
anticipated to raise the amount of revenue necessary to close substantially the exist-
ing highway capital investment gap. As such, while they should be promoted and
encouradged, they should not be overemphasized as solutions to meeting future fund-
ing needs.

States should be granted the option to use tolls on all existing and future inter-
state and National Highway System (NHS) routes. Should a state choose to toll ex-
isting or future routes built with federal revenue, its federal apportionment should
be adjusted to reflect only non-tolled lane miles in the state.

In addition, states should be granted authority to partner with the private sector
to improve and operate interstate and NHS routes. It is also imperative that reve-
nues realized by public entities through the sale of concessions be reinvested only
in transportation infrastructure programs.

Bonding/National Infrastructure Bank

A new bonding vehicle should be created to allow the Federal Government to bor-
row funds for an immediate boost in federal infrastructure investment, such as the
“Build America Bonds” proposal put forth by Senators Ron Wyden (D—OR) and John
Thune (R-SD). Build America Bonds were authorized in the Recovery Act and have
been successfully received by public agencies and investors. Bonding, however, can
only be a supplement to the motor fuels tax, excise taxes, and other existing pay-
as-you-go funding sources. This infusion of additional funds from bonds will provide
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a revenue source to help states catch up with some of their huge backlog of needs
that have resulted for past underinvestment. These funds will also be important in
helping states build mega-projects that are vitally needed but can absorb all of a
state’s funding for many years and, therefore, undermine efforts to address other
transportation needs. The creation of a National Infrastructure Bank could also
serve this purpose and supplement infrastructure investment at all levels of govern-
ment.

However, there is a real concern that extensive borrowing of funds now is mort-
gaging our transportation future. It is important that bonding remain a limited por-
tion of total transportation funding mix. It is also important to create a dedicated
funding source to create the revenue stream to pay the interest on the bonds and
ultimately repay the principle.

Customs Fees

A portion of U.S. Customs revenue should be dedicated to paying bond interest
or to intermodal or trade corridor routes. Since freight movement is an important
national objective, and since the needs here are so great, it is important that an
additional funding source directly related to international commerce be created.
There should be a direct link between imported products and freight movement. Use
of custom fee revenue will create this linkage. AGC recommends that 5 percent of
current customs port access fees be directed to the Highway Trust Fund.

Conclusion

The United States has been under investing in our transportation systems for far
too long and the impact is now being felt in every state and in most towns. With
the interstate system beyond capacity and design life, this underinvestment is cost-
ing U.S. businesses and individual’s time and money.

Providing continued support for traditional funding mechanisms and finding new
financing options is necessary to address this dire situation. Again, AGC believes
the traditional motor fuels tax is the most efficient mechanism for increasing rev-
enue for surface transportation in the short-term and should be adjusted regularly
to account for inflation and growing investment needs. Increasing the gasoline tax
by 18 cents per gallon with an additional 5 percent of customs fees dedicated to the
Highway Trust Fund will generate an additional $37.7 billion per year in revenue.
This increase in revenue will allow the U.S. to invest in our highway and transit
systems at a level that will significantly close the funding gap that the American
Association of State Highway and Transportation Officials (AASHTO) identify in
their recently released “Bottom Line” report. Creation of a Highway User Rate Com-
mission to regularly adjust the user rate level will keep us from falling behind on
investment needs in the future. In addition, AGC believes financing methods such
as bonding, Public Private Partnerships, and tolling should be used to supplement
Highway Trust Fund financing.

AGC encourages the Committee to consider all options as it looks to providing
Congress with the background to make the tough choices that will be necessary.

Thank you for allowing AGC to testify at today’s hearing.

Chairman NEAL. Thank you. Ms. Kavinoky, the Chamber has
been an early and consistent advocate for increasing the gas tax,
and I think that the first time that we met was at the Jefferson
Building at the Library of Congress. I was pleased with the cour-
age that you demonstrated personally and the Chamber’s willing-
ness to step forward. As you have heard today, there is some dis-
agreement here, however, at least at this time. Is there strong sup-
port within your membership on increasing the gas tax, and have
you tested that support at various levels of involvement for a gas
tax increase?

Ms. KAVINOKY. Yes, Mr. Chairman, the position that the
Chamber has taken was voted on by our entire board of directors
last November. It represents a broad array of business interests in
different industries and both large and small businesses. I am sure
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you would find some within our ranks who would disagree, but
that is what happens when you have an organization of three mil-
lion.

We have been around the country talking to Chambers of Com-
merce, everywhere, from California to Georgia, I think. Business
recognizes that if we do not keep investing in our transportation
systems, both highways and public transit, their productivity is
going to suffer and their costs are going to go up.

Chairman NEAL. Would you have a number that you would like
to peg this to?

Ms. KAVINOKY. A number in terms of the overall increase?

Chairman NEAL. A nickel, a dime?

Ms. KAVINOKY. From what we understand, it is going to take
at least 10 cents just to maintain current services. And we know
there are more resources that are needed. I think given the array
of numbers we have heard today and differences of opinion between
Congress and the Administration, if I could humbly suggest it
would be an excellent question to ask the Congressional Budget Of-
fice, to ask exactly what it would take——

Chairman NEAL. We are not on good terms these days.

[Laughter.]

Ms. KAVINOKY. I am sorry. All right, then we will do some
number crunching. Tom Donahue has said publicly several times,
we know we think about 10 cents for current services, and then we
would phase in some additional increases.

Chairman NEAL. Thank you. Secretary Biehler, we have heard
some grim news today about the shortfall of revenue. Can you tell
us how the states are preparing for this potential loss of support
for ongoing construction projects?

Mr. BIEHLER. Well, first, we are praying. And then after we do
that, seriously, obviously we are waiting, we are hoping that the
short-term problem is solved, and we are waiting to see if Congress
takes action. If Congress does not take action, we will start taking
a series of actions. And then very honestly, as I mentioned in my
comments, it will become a guessing game for us because the
guessing game is will we have a short-term solution, meaning one
to simply deal with federal fiscal 2009, or will we have solution
that goes farther? And we will then have to take action commensu-
rate with that kind of a time frame.

In the short term, a number of our states are living very close
to hand to mouth, which means we will start having to curtail our
construction contracts, contracts that are already in place, which
then you get into ridiculous situations where you start paying pen-
alty fees to contractors, you demobilize, you spend money on things
that just do not lead to good infrastructure investment.

If 1t continues into next year, the situation is calamitous. We will
have to shut down our systems. Potentially, if we do not plug the
hole, there will be 86 percent less federal money for our systems.
In Pennsylvania, of all of our programs, of our typical base pro-
gram, about 50 percent of our program is financed with state funds
and the other 50 percent federal. This particular year because we
ramped up for stimulus, as I mentioned, in Pennsylvania, we would
have to take our program next year and reduce it by 70 percent,
our construction program. I am not sure what the numbers will be
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statewide or nationwide. We can get that kind of information pret-
ty quickly if that is useful to the committee, but the bottom line
is we will have severe cuts throughout our whole industry.

Chairman NEAL. Mr. Wytkind, you testified that public/private
partnerships are not appropriate for most transportation projects.
Where do you believe that the best work and what federal guide-
lines would be needed for their success?

Mr. WYTKIND. Thank you, Mr. Chairman, for that question. I
grudgingly became a blogger on transportation issues recently, and
I said in a blog about this issue that public/private partnerships ob-
viously play a viable role in the transportation industry. The pri-
vate sector has always played an important role in the transpor-
tation industry. The private sector employs many of our members.
The real issue is whether public/private partnerships end up be-
coming a distraction from the underlying challenge we have, which
is to fund a huge under investment problem in our surface trans-
portation program.

And if you are going to go forward with public/private partner-
ships, I think the most important thing would be to make sure that
the public interest is protected, that the impacts on employees on
the ground are adequately dealt with so that these kinds of initia-
tives do not allow basically the wholesale displacement of workers
that are currently performing important functions, whether they be
public sector employees or other types of workers. We need to do
the kind of analysis to make sure that we are not pursuing a pub-
lic/private partnership simply because of ideological reasons but be-
cause it actually will solve a transportation challenge, will hope-
fully make a lot of people gainfully employed, and will serve the
people in those communities better than the current system that is
currently in place. I think that is the debate that probably has not
been adequately held in some of these local debates over PPPs.

Chairman NEAL. Mr. Whitty, you have offered some pretty in-
teresting alternatives for the current reliance on the gas tax or fuel
taxes. And your suggestion of an implementation of a mileage fee
really could be a decade away. What do you suggest that we do in
the interim, and what is the status of the Oregon pilot project, and
is it ;’easible to become permanent for the nation at this particular
time?

Mr. WHITTY. Mr. Chairman, the time from now until adoption
of a viable mileage fee is really dependent largely on political will
and process. The technology probably could be implemented in four
or 5 years nationally. So it is a matter of figuring out the system
you want to design, and the policies around it, and then starting
that process.

There are ways to implementation a little quicker than what we
have outlined. And there is a NCHRP paper coming out, I think
in the fall, that will outline some of those quicker ways. But still
we are limited by political will. That is what really stops us from
getting this done fairly quickly.

The Oregon pilot stopped actually was only a year test. We want-
ed to prove concept, and it was not intended to go further. But we
have a second pilot that we think will resolve some of the issues
from first pilot, that we have designed and for which we are look-
ing for funding. When I talk about an “open system,” this second
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pilot will test that. This open system is something that will have
a greater capacity for expansion and growth with changes in tech-
nology and have a better chance for public acceptance. So we are
going to enter phase two as soon as we can.

Chairman NEAL. Mr. Tiberi is recognized to inquire.

Mr. TIBERI. Thank you, Mr. Chairman. Thank you all for com-
ing to testify. Mr. Wytkind, would your organization support an ef-
fort to move—oh, he is back. I am going to ask it anyway. Would
you support a proposal, it is going to be tougher for you to answer
now, to move bike trails, walking trails, beautification projects,
sidewalks out of the Trust Fund and into the general revenue fund
to free up more dollars for other transportation projects?

Mr. WYTKIND. I think I would answer that question the same
way regardless of who is in the hearing room.

Mr. TIBERI. Okay.

Mr. WYTKIND. My view is that the decisions that Congress
made a very long time ago, I would have to go back into the pre-
vious authorizations to find out the exact date of inception, those
kinds of initiatives are always going to be a part of the highway
transit reauthorization. I fully expect, knowing the leadership of
the committee on the House side, and the level of support that
those initiatives have, that they will remain a viable part of this
program. We would not take a position to try to remove them. It
is not something that any of our member unions have ever sought
or have taken a formal position on.

Mr. TIBERI. Thank you. Mr. Weaver, the vehicle mileage tax, 1
think you were here when you heard that discussed, has your orga-
nization taken a position on that?

Mr. WEAVER. We think it is going to be a viable future option.
We do not know that this next 6 year bill, that there is any way
to get it in there, but we think with the mileage going up on the
cars, and I am in a rural state, we have to drive a long way to get
places, the rate of it will have to be—I do not know if it will be
balanced out between rural and urban.

Mr. TIBERI. Right. How about the proposals from Mr. DeFazio,
were you here for those?

Mr. WEAVER. Yes.

Mr. TIBERI. Has your organization taken a position on those?

Mr. WEAVER. We do not have a position personally on the oil
speculative trade. I can just see that going to London, in New York
you can trade oil on multiple—personally, I think we would be
shooting ourselves in the foot because I think it would just be trad-
ed overseas, and we would not get any money out of it.

Mr. TIBERI. Thank you. Ms. Kavinoky, you mentioned the gas
tax issue, and we talked about the CBO. Our staff has done a pre-
liminary review of how much it would cost in terms of a gas tax
increase if the Majority put in the Trust Fund the $50 billion for
high-speed rail and the figure comes to 33 cents, a 33 cent increase.
Would the Chamber support something that high or how high
would you be willing to go?

Ms. KAVINOKY. First of all, I do not believe that the Chamber
would support putting high-speed rail in the Highway Trust Fund.

Mr. TIBERI. Okay.
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Ms. KAVINOKY. I will tell you it is not something we have had
a specific discussion about but knowing our members, I suspect
that would be problematic.

Mr. TIBERI. Okay.

Ms. KAVINOKY. I would have to discuss with our chief econo-
mist how he saw the economy absorbing increases in gasoline and
diesel taxes. I think we would balance all of that though against
the danger of continuing to have the cost from congestion, safety
and environmental costs that it might offset.

Mr. TIBERI. How about the two other proposals, the DeFazio
proposals and the Mica proposal or the Mica thought on a VMT?

Ms. KAVINOKY. We would oppose Mr. DeFazio’s oil speculation
and tax on barrels of oil. As far as VMT is concerned, we have said
we want to see a ground work laid for a future system. I think a
lot of the questions about that system come from not knowing some
of the good answers, and so we support an aggressive pilot program
to expand or to look at that.

Mr. TIBERI. Thank you. Mr. Whitty, on that note, on the VMT,
have you had any experience on issues of privacy being—concerns
with privacy being expressed to you and how have you dealt with
that?

Mr. WHITTY. Perhaps more than anyone else, I think I have.
Concern about privacy largely comes from a lack of understanding,
although I do not begrudge the legitimacy of the issue whatsoever.
For the Oregon pilot, we used a passive device that could pick up
satellite signals. This passive device did not have any signal going
out from it so that anybody could follow it around, there was no
way for this device to allow vehicle monitoring—it was unlike a
navigation unit in that respect. And then we eliminated the GPS
map of a navigation unit so there is no way to identify specific
roadways. All the device did was count miles within coordinates
that were predefined. So the privacy issue seems to be something
where there is a suspicion rather than actual complaint about the
system used in the Oregon pilot. But still, concern about privacy
should be something that if you are designing a new pilot program
for the nation, you have got to take that into consideration.

I think that if the motorists can choose the device from a number
of options, its capability, its level of privacy protection, that we
may be able to get public acceptance because choosing a device
means you choose its capability. And we did not do that in the first
pilot. We said “You have got to take this device or nothing,” and
I think a choice could get us to public acceptance on the technology.

Mr. TIBERI. Thank you. Mr. Chairman, can I ask one final ques-
tion of Mr. Biehler?

Chairman NEAL. You sure can.

Mr. TIBERI. Mr. Biehler, I am from Ohio. I drive into Pennsyl-
vania, and your roads are great, by the way, at least the ones I
drive. You are a donor state like Ohio. Any concerns that we are
not addressing in a T&I bill, the donor/donee state issue for states
like ours, when we are asking our constituents to maybe pay more
and continue to get less?

Mr. BIEHLER. It is going to be a struggle certainly. As part of
an organization, a nationwide organization, our members have that
same concern. I think we need to set up a structure that would de-
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cide what the structure is that is going to properly fund whatever
it is we agree to over the next 6 years. And then we will certainly
face the donor/donee issue. I am hoping that when we get into
things like performance measures and so on, that some of that dis-
cussion gets wrapped into those kind of questions, what do we
want to do, are we going to do special initiatives for special cor-
ridors? Are there nationwide goals that we need to achieve? And
then you can perhaps make sense out of the donor/donee issue. It
is a tough issue for all of us, but the bottom line I would certainly
advocate for additional money no matter whether you were a donee
or donor.

Mr. TIBERI. Thank you. Thank you, Mr. Chairman, for the addi-
tional time.

Chairman NEAL. Thank you, Mr. Tiberi. Mr. Blumenauer is rec-
ognized to inquire.

Mr. BLUMENAUER. Thank you, Mr. Chairman. And I did not
mean to come back and inhibit the cross-section from my friend
from Ohio, but I must say that I do think Mr. Wytkind’s analysis
of the leadership of the Transportation and Infrastructure Com-
mittee, notwithstanding that it is very unlikely that there will be
any change, I would be prepared to argue that it would be not a
very good idea. We have a rather spectacular story that we can tell
about cycling in our community that has actually increased dra-
matically the use of cycling to the point where it is making a de-
monstrable impact on some of our congested corridors, 8 percent
mode split, and it all costs less than one mile of freeway. Those
projects are very labor intensive when you are talking about things
like bike paths and completing street networks, it will put a lot
more people to work than just throwing down a freeway mile, and
they make the system work better. But just dealing with the notion
that the number one cyclist in Congress chairs the committee and
his subcommittee chair is the only former bike mechanic in Con-
g}l;ess, I suspect that that framework is probably going to stay
there.

I do want to explore just a moment though this notion about
donor/donee, which hung us up to a large measure in the last cycle.
If we do not adequately fund the program, then we will be fighting
over table scraps. Is it not true, Mr. Biehler, that the ebb and flow
of transportation funding in some not insignificant measure is a re-
sult of where there are major projects that may be in a community
at any given time, and that these can change over time?

Mr. BIEHLER. Absolutely, sure. Again, I will relate it to the
Pennsylvania experience. But absolutely, we have gone through
quite a change in our approach to our business. But you are abso-
lutely right. We may have huge projects, then those get completed,
and then we are back to dealing with maintaining our system or
in our case, because of the lack of dollars, we have severely cut the
amount of money we are spending on any kind of capacity improve-
ments, from 20 percent 4 years ago to 5 percent today. And only
because we have got such a horrible backlog of preservation needs,
not because we do not want to make rifle strike investments in ca-
pacity.

Mr. BLUMENAUER. And I do appreciate that the four of our
witnesses that are representing major transportation stakeholders
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have all developed policy frameworks that talk about the big pic-
ture, that if we have a national plan that is right-sized, that is
meeting transportation needs, then these over time are going to
even out if we are thinking comprehensively and doing the job
right. And it would be a mistake to take a snapshot for a year or
even 6 years when we are talking about infrastructure that is
going to serve our country for a half century.

One of the concerns though that I have is that there are dra-
matic inequities between—and often these occur within states—be-
tween metropolitan areas. You talk about donor/donee, the much
greater disparities are not so much between states as they are be-
tween metropolitan areas. Metropolitan Dallas, where Texas kind
of hung us up last time, Dallas got 78 cents on the dollar. There
are huge metropolitan areas that are generators of jobs and where
lots of work could be done who are systematically short-changed.
Do any of our witnesses on the panel have any thoughts about hav-
ing some guaranteed resources that go back to the areas where
most of the congestion, most of the jobs, most of the economic op-
portunities are?

Mr. BIEHLER. Perhaps I can start that conversation. In Penn-
sylvania, as we update our 4 year transportation improvement pro-
gram, we deal with all of our MPOs. Pennsylvania has also over
time filled in all of the gaps of rural areas. We now have either
rural planning organizations or metropolitan planning organiza-
tions in every one of our 67 counties. And what we do, what we
have done, Mr. Blumenauer, is we have met with that group and
reached a consensus on how to divide the pie because what we do
is we throw our state capital dollars into the pie along with the fed-
eral dollars and basically distribute the whole slug of dollars. And
we have sat down, we have said, “All right, what are the right fac-
tors to use?” It is pretty tough sledding to try to get a consensus
in a group, but we have been successful. We have now done it, and
each time we have to take the TAP, we go and revisit that. And
so we have talked about what is the population of the area, what
is the VMT in the area, what is the mileage of roads, what is the
status of your bridge system, and on and on and on. I am not sure
it is perfect, but for us it was a way to deal with that very trou-
bling issue, are we putting the fair shares in the right place?

Mr. BLUMENAUER. Mr. Chairman, I see my time has expired,
but I would invite any of our witnesses that have some thoughts
about making sure that in the reauthorization and the funding,
that we guarantee that there is some intra-state equity so that we
do not have “hot spots” or problems with the flow of the federal dol-
lars, maybe some who have not quite done the job that Pennsyl-
vania has.

And I would, Mr. Chairman, just thank my friend, Mr. Whitty,
for being here, for being an extraordinarily valuable resource as we
think about how we deal with funding in the future and look for-
ward to finding ways to answer the questions people have about an
equitable, thoughtful, effective way of being able to provide finance
as we go forward.

Thank you, sir.

Chairman NEAL. Thank you, Mr. Blumenauer. I want to thank
our panelists today for their testimony. I thought it was very help-
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ful on this important topic. You may receive some written follow-
up questions from members, and I hope you will respond promptly
so that they may be included in the record.

If there are no further comments, then this hearing stands ad-
journed.

[Whereupon, at 1:45 p.m., the subcommittee was adjourned.]

[Submissions for the Record follow:]

Statement of Kurt J. Nagle, President and CEO

Thank you for the opportunity to submit this statement for the hearing record.
The American Association of Port Authorities (AAPA) and its member seaports ap-
preciate the time and attention that the House Ways And Means Subcommittee on
Select Revenue Measures is giving to this important issue. Surface transportation
authorization is a critical issue which cannot move forward without the due dili-
gence of this committee.

As part of AAPA’s guiding principles for surface transportation authorization, our
members believe that a combination of funding mechanisms will be necessary to ad-
dress freight mobility needs in the United States. When developing our list of ac-
ceptable funding mechanisms for AAPA’s policy position, we focused on ensuring
that the chosen mechanisms will not disadvantage U.S. exports nor hinder ports in
their ability to remain competitive.

Supported funding mechanisms include:

¢ A share of revenue from customs duties devoted to funding freight mobility
infrastructure improvements

¢ An increase in the gas tax and a future indexing mechanism as recommended
by the National Surface Transportation Policy and Revenue Study Commis-
sion with a percentage of the new proceeds dedicated to funding freight mobil-
ity infrastructure improvements

¢ An increase in the diesel tax, and a future indexing mechanism with a major-
ity of the new proceeds dedicated to freight mobility infrastructure improve-
ments

¢ A portion of any carbon tax or climate change program revenues be made eli-
gible for investments made by freight transportation to reduce its carbon foot-
print

¢ Public-Private Partnerships (PPP) where each sector pays in proportion to the
benefits they derive from the capacity generated by the infrastructure

AAPA applauds Congressman Oberstar’s proposed “Surface Transportation Act of
2009” as it addresses goods movement challenges in ways that will help alleviate
freight congestion on America’s roads, rails and waterways. While surface transpor-
tation authorization is complex and challenging, it is vital that we keep the momen-
tum and focus of Capitol Hill on this important issue. Our current system falls woe-
fully short in supporting current freight transportation demand, and delaying these
long-overdue investments will put our country’s goods movement network further in
jeopardy while eroding our ability to optimally engage the global marketplace. Mov-
ing this process forward as quickly as possible is a national priority that should not
be postponed.

The Role of Port Authorities and the Importance of Seaports

Founded in 1912, AAPA is an alliance of the leading public ports in the Western
Hemisphere. Our testimony today reflects the views of our U.S. members, which are
state and local public agencies located along the Atlantic, Pacific, and Gulf coasts,
thle (:'rireat Lakes, and in Alaska, Hawaii, Puerto Rico, Guam, and the U.S. Virgin
Islands.

Port authorities develop, manage and promote the flow of waterborne commerce
and also act as catalysts for economic growth in their state, county or city. Public
ports own, develop and maintain terminal facilities, some of which are leased to pri-
vate terminal operators. Ports play a crucial role in our national defense. In addi-
tion, U.S. ports handle 99% of this nation’s overseas cargo by volume.

America’s seaports are a critical link for access to the global marketplace. In 2007,
U.S. seaports and marine cargo operations generated nearly $3.2 trillion of total eco-
nomic activity and $212.4 billion of total federal, state and local taxes. U.S. seaports
handle more than 2 billion tons of domestic, import and export cargo annually, in-
cluding food, clothing, medicine, fuel, and building materials, as well as consumer
electronics and toys.
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On average, each of our 50 states relies on 13 to 15 ports to handle its imports
and exports, which total more than $1.3 billion worth of goods moving in and out
of U.S. ports every day. The volume of cargo shipped by water is expected to dra-
matically increase by 2020 and the number of passengers traveling through our sea-
ports will continue to grow. To meet these demands, the American Association of
Port Authorities and its members are committed to keeping seaports navigable, se-
cure and sustainable.

Surface Transportation Legislation

This year’s surface transportation authorization legislation presents an unprece-
dented challenge and opportunity for America. Our transportation infrastructure in-
vestment needs are vast while the traditional sources for funding our system be-
come less sustainable every day. Our freight goods movement system is no excep-
tion. The total cost of congestion to the economy, the environment, and the quality
of life of all Americans is incalculable.

Seaports are the gateways that facilitate American economic prosperity. Ports are
doing their share to ensure that U.S. farmers, manufacturers, businesses and retail-
ers have the transportation infrastructure that they need for global market
connectivity and competitiveness by investing more than $2 billion annually in cap-
ital improvement projects on their terminals. Despite these massive investments by
ports, inadequate infrastructure connecting ports to land-side transportation net-
works and water-side ocean shipping lanes often creates bottlenecks in and around
seaports resulting in congestion, productivity losses, and a global economic dis-
advantage for America.

Public port authorities are dependent on the nation’s surface transportation infra-
structure for the landside movement of goods and military cargo and the facilitation
of cruise passengers. Faced with an inevitable long term projected growth in inter-
national trade, a robust cruise industry and the needs of the U.S. military, public
port authorities will become increasingly dependent on the nation’s surface trans-
portation infrastructure and policies that help facilitate the movement of people and
goods to and through U.S. ports and harbors.

It is essential that Congress recognize the importance of addressing goods move-
ment and port access in its deliberations regarding surface transportation authoriza-
tion legislation. To this end, the American Association of Port Authorities submits
the following principles representing the collective view of U.S. public port authori-
ties. We feel that these principles reflect a prudent way forward toward addressing
freight mobility infrastructure needs in the United States.

Additionally, attached to this testimony is the joint platform of the Freight Stake-
holders Coalition, which AAPA co-chairs, which calls for a national freight program
and stronger federal role. The platform represents the joint recommendations of 17
major shippers and public and private transportation providers working together to
support policies to promote freight mobility in the United States.

National Freight Program

It is critical that Congress place an emphasis on alleviating freight congestion and
provide a mechanism for future investments by implementing a national freight pro-
gram as part of the surface transportation authorization legislation. AAPA supports
the creation of a national freight program that includes funding for projects and cor-
ridors of national and regional economic significance. Project awards should be
based on cost/benefit analysis which considers externalities (including environ-
mental impact) and encompasses all modes. Existing identified and newly proposed
corridors should be eligible for funding through this program.

AAPA supports the American Association of State & Highway Transportation Of-
ficials (AASHTO) recommended State Freight Transportation Program and National
Freight Corridors Investment Fund with the stipulation that port authorities are a
key part in the planning process in both the federal and state level programs. Port
Authorities should be eligible to apply directly for project funds through these pro-
grams.

Funding for Intermodal Freight Connectors

Funding for intermodal freight connectors (highway, maritime, rail) is vital to port
efficiency and cargo mobility. On the landside, the shortcomings of “first mile” con-
nectors to the National Highway System (NHS) and main-line rail networks have
not been adequately addressed in the traditional planning and funding processes of
states and local planning organizations. Ports are areas where roads and rail con-
verge, often at the same grade, causing congestion and delays as trucks wait for
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freight trains to clear intersections. Delays and idling trucks then exacerbate nega-
tive air quality impacts on the surrounding communities. Many of these roads are
in disrepair, have inadequate turning radii, and are generally not fit for the volume
of freight traffic they must endure. For these reasons, connector roads and highway
access infrastructure around ports are often the weak link in the goods movement
network and must be addressed through programs specifically directed at these
issues. Expertise in freight planning at the state/metropolitan planning organization
(MPO) level is the key to the success of these programs at the execution level. AAPA
calls for dedicated freight offices with coordinators, programs, and funds that sup-
port what is devolved down from the federal level.

Investments in Freight Rail

Investments in freight rail will make the system safer and more efficient, improve
environmental sustainability and encourage competitive rail access to seaports. The
federal surface transportation program should provide tax credit incentives for main
line and short line railroads to invest in port access. Legislation should also include
a grant program with a cost-share (federal/railroad) for projects with both public
and private benefits. In addition, the national freight program should define freight
corridors of national significance that are eligible for rail investment. In order to
execute these investments effectively, an increased expertise in state departments
of transportation and MPOs on rail access issues is imperative.

Development of Marine Highways

The improvement and new development of marine highways will alleviate high-
way congestion and improve environmental sustainability. A number of steps will
be required to effectively catalyze the development of a system of marine highways.
Harbor Maintenance Tax exemptions for certain U.S. port-to-port cargo must be en-
acted by Congress. Federal funding support for establishing short sea shipping serv-
ices and incentives for shippers using “greener” modes of transportation would serve
as public and private sector economic incentives to help jump-start marine high-
ways. Establishing a new program similar to the ferry boat discretionary program
and encouraging more utilization of current federal programs such as Congestion
Mitigation and the Air Quality (CMAQ) Improvement Program” to fund projects for
short sea shipping services, would also have a catalyzing effect. Marine highway de-
velopment could also benefit from a reassessment of federal shipbuilding programs
with a focus on how they could support marine highway development. An under-
standing and expertise at the state/MPO level on marine highway alternatives and
bﬁneﬁts is a necessary component in effectively executing programs and projects in
this area.

Program Reform

With regard to program reform, AAPA supports a performance-based approach
which consolidates the existing 108 surface transportation programs into 10 pro-
grams (one of which should focus on freight transportation) as recommended by the
National Surface Transportation Policy and Revenue Study Commission and
AASHTO. AAPA also supports establishment of a multi-modal freight office that re-
ports to the Office of the Secretary at the United States Department of Transpor-
tation.

AAPA supports improving project delivery by addressing environment review inef-
ficiencies and National Environmental Policy (NEPA) redundancies that cause
project delays and cost overruns, including delegating NEPA responsibilities to ap-
propriate state agencies.

Freight Trust Fund

AAPA believes that if a freight trust fund is created under this surface transpor-
tation authorization, it should be fully spent on freight transportation and not used
for deficit reduction. Appropriate projects that are freight-related should still be eli-
gible to compete for other federal funding sources.

While AAPA does not endorse a port cargo fee for freight movement, if Congress
decides to adopt such a fee to pay for freight projects, it must be levied equitably
over all types of cargo including imports and exports and should be structured as
noted below. AAPA is strongly opposed to a fee based solely on containerized cargo,
because it is inherently inequitable. Containers are only one type of conveyance that
utilize transportation infrastructure. Containerized cargo only represents a small
segment of transportation infrastructure users, even in the freight realm. By sin-
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gling out this conveyance for a tax, a disproportionate burden is placed on certain
commodity types and shippers. Non-containerized cargoes, many of which cause
more wear and tear on infrastructure due to heavier weights and larger wheelbases,
would not be required to pay their fair share under this scenario. For these reasons,
AAPA believes that a tax solely based on containerized cargo is not equitable.

If a broader port cargo fee is adopted by Congress, the structure of the fee should
reflect the following recommendations:

¢ for port authority cargo, all revenues collected should be returned to the port
authority where the fee was collected to be used for projects directly bene-
fiting freight mobility;

be levied equitably over all types of cargo, including both imports and exports;
assessed at all international ports of entry (air, land and sea);

provide ports the discretion to “opt-out” from the fee program, and

The fee should not negatively affect the nation’s bulk or break bulk export
products (e.g., grain, coal, paper products), making these commodities uncom-
petitive in international markets.

e o o o

Conclusion

Ensuring congestion-free port access and adequate capacity is critical to maintain-
ing America’s status as a luminary in the global economy. AAPA applauds the work
of this committee towards finding the right mix of mechanisms to fund and finance
the surface transportation programs in this authorization bill. Seaports have many
immediate needs that can be addressed through a timely passage of surface trans-
portation authorization. In addition to the obvious long-term global competitiveness
benefits, funded projects will create jobs and have a positive economic effect in the
immediate term as America navigates its way back to prosperity. Thank you for the
opportunity to include this testimony as part of the written record of this hearing.

FREIGHT STAKEHOLDERS COALITION

2009 Surface Transportation Reauthorization Platform

The Freight Stakeholders Coalition represents shippers and public and private
transportation providers working together to support policies to promote freight mo-
bility in the United States. The Coalition believes that the next surface transpor-
tation authorization bill must maintain a strong federal role and provide for the cre-
ation of a national freight program.

We are unified in our conviction that substantial investment in the nation’s
freight transportation system must be given a high priority in the next authoriza-
tion. Without such investment, the performance of all modes of goods movement will
continue to deteriorate and our country will pay a high price in terms of domestic
prosperity and international competitiveness.

The Federal Government must continue to play a strong and focused role in shap-
ing the future of our nation’s surface transportation policy. The Federal Government
should lead in furthering America’s competitive advantage by developing projects of
regional and national significance which reduce congestion, enhance goods move-
ment, improve the environment, and create and maintain jobs. In addition, freight
mobility should be a key factor in any performance standards established by Con-
gress or the Department of Transportation.

We are committed to working together, with the Congress, the Administration
and other important interests, to develop the public-private consensus necessary to
develop a freight transportation policy and program that will meet the needs of the
nation. The Freight Stakeholders Coalition has agreed to the following principles for
the upcoming surface transportation authorization legislation:

1. Mandate the development of a National Multimodal Freight Strategic
Plan. The next surface transportation authorization should mandate the develop-
ment of a National Multimodal Freight Strategic Plan. The development of this plan
should be led by the U.S. Department of Transportation, in partnership with state
DOTs, cities, counties, MPOS and regional planning organizations, ports, freight
shippers, freight carriers, and other stakeholders.

2. Provide dedicated funds for freight mobility/goods movement. The legis-
lation should provide dedicated funds for freight mobility/goods movement. Dedi-
cated funds should be provided to support capital investment in critical freight
transportation infrastructure to produce major public benefits including higher pro-
ductivity, enhanced global competitiveness and a higher standard of living for our
nation. High priority should be given to investment in efficient goods movement on
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the most significant freight corridors, including investment in intermodal connectors
into freight terminals and projects that support national and regional connectivity.

3. Authorize a state-administered freight transportation program. Con-
gress should authorize a state-administered freight transportation program as a
new core element of the federal highway program apportioned to states.

4. If a new freight trust fund is created, it should be firewalled, with the
funds fully spent on projects that facilitate freight transportation and not
used for any other purpose. Priority should be given to nationally and regionally
significant infrastructure, with funds distributed through a competitive grant proc-
ess using objective, merit-based criteria. Appropriate projects that are freight-re-
lated should still be eligible to compete for other federal funding sources.

5. Establish a multi-modal freight office within the Office of the Sec-
retary. Freight mobility should be a key priority within USDOT. The Secretary’s
office should have staff with freight expertise who can focus on nationally and re-
gionally significant infrastructure.

6. Form a national freight industry advisory group pursuant to the Fed-
eral Advisory Committee Act to provide industry input to USDOT, working
in conjunction with the new multi-modal freight office. The advisory group
should be funded and staffed, and it should consist of freight transportation pro-
viders from all modes as well as shippers and state and local planning organiza-
tions. Despite the best efforts of the agency to function as “One DOT,” there is still
not enough of a focused voice for freight. An Advisory Group would meet the need
for regular and professional interaction between USDOT and the diverse freight in-
dustry, and could help identify critical freight chokepoints in the national freight
transportation system.

7. Fund multi-state freight corridor planning organizations. Given that
goods often move across state lines and involve multiple modes of transportation,
Congress should fund multi-state, multi-modal planning organizations that will
make it possible to plan and invest in projects where costs are concentrated in a
single state but benefits are distributed among multiple states.

8. Build on the success of existing freight programs. There are numerous
existing transportation programs that facilitate freight mobility and are demon-
strably valuable. A new national freight policy should continue and strengthen these
core programs or build on their principles and successes to guide freight program
development if DOT is restructured and/or program areas are consolidated. Exam-
ples of these successful core freight programs are the Projects of Regional and Na-
tional Significance, National Corridor Infrastructure Improvement Program; Freight
Planning Capacity Building Program; Transportation Infrastructure Finance and In-
novation Act, National Cooperative Freight Transportation Research Program; Co-
ordinated Border Infrastructure Program; Private Activity Bonds for Intermodal Fa-
cilities; Capital Grants for Rail Line Relocation Projects; Rail Rehabilitation and Im-
provement Financing (RRIF); Congestion Mitigation and Air Quality Program,
Truck Parking Pilot Program, and Rail-Highway Crossings. Funding for discre-
tionary programs should be awarded through a competitive grant process.

9. Expand freight planning expertise at the state and local levels. Given
the importance of freight mobility to the national economy, States and MPOs should
be provided additional funds for expert staff positions dedicated to freight issues
(commensurate to the volumes of freight moving in and through their areas). All
states should have a freight plan as a tool for planning investments and for linking
to the national freight system.

10. Foster operational and environmental efficiencies in goods movement.
As in other aspects of transportation, improvements designed to achieve long term
sustainability in goods movement are desirable to meet both commercial objectives—
economy and efficiency—and public objectives—energy security and reduced envi-
ronmental impact. Federal policy should employ positive approaches to enhance
freight system efficiency and throughput with the goal of reducing energy consump-
tion and green house gas emissions.

American Association of Port Authorities
Susan Monteverde

American Association of State Highway and Transportation Officials
Leo Penne

American Trucking Associations
Darrin Roth
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Association of American Railroads
Jennifer Macdonald

Coalition for America’s Gateways and Trade Corridors
Leslie Blakey

Council of Supply Chain Management Professionals
Rick Blasgen

Inland Rivers Ports and Terminals Inc.
Deidre McGowan

Intermodal Association of North America
Joni Casey

National Association of Manufacturers
Robyn Boerstling

National Association of Regional Councils
Fred Abousleman

National Association of Waterfront Employers
Paul Bea

National Industrial Transportation League
Bruce Carlton

National Retail Federation
Jonathan Gold

Retail Industry Leaders Association
Kelly Kolb

U.S. Chamber of Commerce
Janet F. Kavinoky

Waterfront Coalition
Robin Lanier

World Shipping Council
Anne Kappel

———

Statement of Leif Wathne, P.E.

Honorable Committee Members,

The American Concrete Pavement Association, founded in 1964, represents more
than 450 member companies involved in the construction and maintenance of our
highway infrastructure—including paving contractors, cement companies, ready-
mixed concrete producers, and suppliers of capital equipment, machines, materials,
value-added products, and services that are used in the construction of concrete
pavement. On behalf of this vital American industry, we encourage you to act swift-
ly to develop a funding source for the multi-year authorization of the surface trans-
portation programs. Such an effort represents a bipartisan opportunity to improve
transportation infrastructure, increase productivity, and create jobs throughout our
economy without adding to our national debt.

Our industry recognizes the importance the surface transportation system has
played (and continues to play) in making America the great nation it is today—our
highway infrastructure is the backbone of our economy and our way of life. It is ab-
solutely critical that we reinvest robustly in this transportation system to deliver
a 21st Century transportation solution that not only strengthens the U.S. economy,
provides stable and well-paying jobs and enhances the quality of life for all Ameri-
cans, but also protects our natural environment.

Furthermore, it is essential to recognize that a failure to authorize a multi-year
reauthorization bill with robust highway transportation investment at this time,
will compromise and possibly negate the significant gains made in job-creation and
economic stimulus by the recently enacted ARRA of 2009.

Finally, it is important to acknowledge that we already know the answer to the
most pressing funding questions. Numerous commissions, committees and expert
panels charged with exploring this issue have all concluded the same thing: The
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only equitable way to generate adequate funding in the short-to-medium term is to
increase and index the federal motor fuel user-fee! While no one enjoys the thought
of increasing fuel user-fees, properly adjusted and administered fuel user fees rep-
resent a responsible solution that the driving public understands. It has integrity.
Further, we plainly cannot afford to endure the pervasive traffic congestion, the
rampant loss of life on our highways and the reduced competitiveness of American
business in the global marketplace! Our future quite simply depends on it.

We encourage the Committee to embrace this opportunity to deliver a responsible
revenue source for America’s next transportation program!

———

Statement of Andrew Maybee, P.E.

Honorable Committee Members,

As a State Association executive who is affiliated with national organizational
members of the Transportation Construction Coalition, I wanted to take this oppor-
tunity to encourage you to act quickly to develop much-needed funding sources for
surface transportation. Our nation’s states are in need of infrastructure funding for
roads and bridges, and moving forward with a new funding bill, in lieu of an exten-
sion of current funding levels, will meet our nation’s needs, provide job growth, and
serve the citizens of the United States.

As funding solutions will be the topic of discussion for some time, it is clear that
the only way to raise adequate funding will be to assess user-based fees and in-
crease the federal motor fuel tax. While no citizen enjoys the thought of higher gas
taxes, our industry understands that in these difficult economic times, job growth
is critical. It has been debated, but proven time and time again that funding of in-
frastructure and road-building projects puts Americans to work!

Providing critical infrastructure construction and maintenance services for our
state and national highway system is the key business for our supplier and con-
tractor membership. Without federal funding, it is a certainty that highway con-
struction and maintenance in Tennessee and many other states would grind to a
halt. This would have a negative impact by resulting in additional job loss, negating
any positive impact in the highway sector from the ARRA funding. It would addi-
tionally put our nation further behind in our long stretch of underfunding our na-
tion’s highways.

The Concrete Paving Association of TN is made up of cement and concrete indus-
try, concrete highway paving contractors, and industry suppliers. The cement and
concrete industry provide nearly 60,000 jobs and over $580M in revenue for the
State of Tennessee. In our state, our industry contributes over $100M in annual
payroll across multiple sectors of the highway construction industry. Thank you for
your interest in this issue on infrastructure investment. Our nation’s roads and
bridges are critically important to the future economic growth and success of our
country. Our industry, our nation and our citizens are depending on your action.

For information on how concrete pavements can meet our nation’s road-building
needs please visit www.pavements4life.org.

———

Statement of Gigi B. Sohn, President, Public Knowledge

Chairman Levin, Ranking member Brady and Members of the Subcommittee,
thank you for giving me the opportunity to submit this statement into the record
in this hearing on behalf of Public Knowledge and the Electronic Frontier Founda-
tion (EFF). Public Knowledge is an advocacy organization that seeks to ensure that
copyright and communications policies promote citizens’ access to and participation
in culture and knowledge. Electronic Frontier Foundation (EFF) is a member based
digital rights organization that focuses on defending free speech, privacy, innova-
tion, and consumer rights. To achieve these goals, the public’s voice should be
present in the formulation of intellectual property laws and policies both domesti-
cally and internationally. We limit this testimony to the intellectual property as-
pects of trade agreements and the process by which they are negotiated.

Introduction

Increasingly, international obligations are influencing U.S. intellectual property
(IP) law and policies. IP chapters of many international trade agreements adopt un-
settled interpretations of U.S. law to the benefit of rights owners and ignore the pol-
icy decisions made in our domestic laws, which promote learning and culture by
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striking a balance between rights of owners and citizens generally. While U.S. IP
industries such as the pharmaceutical industry, the motion picture industry, and
the recording industry have considerable influence in the formulation of these agree-
ments, the American public has very little input in the process. In order to correct
this imbalance and ensure that IP aspects of trade agreements reflect the interests
of all Americans, Congress should facilitate greater public interest input into the
process by which trade agreements are formulated. To this end, Congress should:

1. Clarify that the “fair balance” requirement of the Federal Administrative
Committees Act (FACA) requires that ITAC 151, or any future IP-related
ITACs, represent the interests of everyone affected by the IP aspects of trade
agreements, including non-business interests.

2. Amend the Trade Act to ensure that the USTR’s power to close meetings and
documents to the public does not result in all such meetings and documents
relating to intellectual property negotiations being closed by default.

These changes would ensure that trade agreements will represent not only the in-
terests of intellectual property owners but also American citizens generally.

1. Congress should clarify that the “fair balance” requirement of the
FACA means that tier 3 industry trade advisory committees should rep-
resent interests of all affected, including non-business interests.

The USTR and executive agencies charged with administering industry trade ad-
visory committees (ITACs) currently follow the policy of excluding non-business in-
terests from representation on tier 3 committees.2 As a result, ITAC 15, which deals
Wit};3 intellectual property issues, overwhelmingly represents the interests of IP own-
ers.

Perhaps because of this, intellectual property chapters of many U.S. trade agree-
ments have tended to ignore the interests of the public and assume international
obligations that are harmful to them. For example, the U.S.-Australia Free Trade
Agreement (FTA) requires the U.S. and Australia to grant to copyright owners the
exclusive right “to authorize or prohibit all reproductions, in any manner or form,
permanent or temporary (including temporary storage in material form) . . . .”.4
The U.S. Copyright Act does not extend protection to temporary instances of a work
that are of a transitory nature, and U.S. courts are divided as to how non-transitory
reproductions must be to implicate the rights of copyright owners.5 If temporary or
transitory reproduction were considered a right granted to copyright owners, Inter-
net Service Providers (ISPs), internet based services such as webcasters and online
music stores, and consumers would all be exposed to liability for copyright infringe-
ment during the course of routine activities.

Like the U.S.-Australia FTA, the proposed Anti-Counterfeiting Trade Agreement
(ACTA) raises the specter of eroding consumer rights and subjecting ISPs to unjusti-
fied burdens in order to prevent copyright infringement. The USTR has announced
its intention to negotiate, as part of ACTA, provisions to counter Internet-based in-
fringements of copyrights. In public comments filed with the USTR, content indus-
try groups such as the Motion Picture Association of America (MPAA) and the Re-
cording Industry Association of America (RIAA) have called for ACTA to contain
measures that would require ISPs to reveal information of customers accused of
copyright infringement, suspend Internet accounts of customers accused of repeat
infringement, and require ISPs to filter their networks for infringement.6 These
measures rely on ISPs and copyright owners making infringement determinations
without judicial intervention and thus threaten consumers’ privacy and due process

1ITAC 15 is the tier 3 Industry Trade Advisory Committee that deals with IP issues.

2GAO, International Trade: Advisory System Should be Updated to Better Serve U.S. Policy
Needs, GAO-02-876, p. 63 (Washington, D.C.: September 24, 2002),(“GAO Report, 2002”); ITA
International Trade Administration, Dept. of Commerce, Become a Trade Advisor, http:/
www.ita.doc.gov/itac/become_an_advisor/becomeanadvisor.asp.

3With the exception of one public health representative, all of the members of ITAC 15 rep-
resent IP holders.

4U.S. “Australia Free Trade Agreement,” Article 17.4, January 1, 2005, available at: http://
www.ustr.gov/trade-agreements/free-trade-agreements/australian-fta/final-text.

5Compare MAI Systems Corp. v. Peak Computer Inc., 991 F.2d 511 (9th Cir. 1993); and Ad-
vanced Computer Services of Michigan, Inc. v. MAI Systems Corp., 845 F.Supp. 356, 362-364
(E.D. Va. 1994) with Cartoon Network LP. v. CSC Holdings, 536 F.3d 121, 127-131 (2d. Cir,
2008); CoStar Group Inc. v. Loopnet, Inc. 373 F. 3d 544, 551 (4th Cir. 2004).

6 Greg Frazier, Motion Picture Association of America, Re: Request For Public Comment on
The Anti-Counterfeiting Trade Agreement (ACTA), March 20, 2008, available at: http:/
www.publicknowledge.org/pdf/acta/mpaa-20080320.pdf; Neil Turkewitz, Recording Indsutry As-
sociation of America, Anti-Counterfeiting Trade Agreement: Request for Public Comment, March
17, 2008, available at: http://www.publicknowledge.org/pdf/acta/riaa-20080317.pdf.
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rights. While representatives of the MPAA and the RIAA, as members of ITAC 15,
have the ability to influence the design of these provisions, consumers do not.

In order to ensure balance in the views expressed by ITAC 15, consumer and pub-
lic interest advocates should be included in its makeup. The law does not explicitly
exclude public interest perspectives from the committee, and the legislative history
of the Trade Act and the FACA, both of which govern ITAC 15, actually support
their inclusion. In enacting FACA, which applies its “fair balance” requirement to
trade advisory committees,” Congress intended to end industry domination of advi-
sory committees.® Similarly, in enacting certain amendments to the Trade Act in
1979, Congress expressed its intention to broaden the interests represented on tier
2 and tier 3 committees to include, among others, public interest representation.?

Although Congressional intent is clear, the language of the Trade Act does not
provide sufficient guidance about how the “fair balance” requirement should be ap-
plied. Consequently, as the GAO report noted,!© judicial decisions on this issue do
not establish conclusively that FACA’s “fair balance” requirement applies to tier 3
trade advisory committees.!!

In the absence of clear direction in the Trade Act, the USTR 12 and the Depart-
ment of Commerce, which are responsible for administering certain ITACs, contend
that tier 3 committees “are not generally open to non-business interests.” 13 In order
to give effect to its intention and to promote public interest, Congress should clarify
that FACA’s “fair balance” requirement extends to all tier 3 advisory committees.
Such clarification would facilitate appointment of public interest representatives on
the tier 3 ITAC that deals with intellectual property issues a euro;” ITAC 15.

Public interest representation at the tier 3 level is essential in addition to public
interest representation on the tier 1 and tier 2 committees. As the 2002 GAO report
noted, the tier 1 committee may not have any influence on the tier 2 and tier 3 com-
mittees.14 Furthermore, tier 2 committees have been less active than tier 3 commit-
tees.15 Also, tier 1 and tier 2 committees are general policy committees that will not
be able to provide focused public interest perspective on specialized areas such as
intellectual property. Therefore, a significant public interest presence on ITAC 15
is essential to ensure that the USTR promotes IP policy that is beneficial to all
Americans.

In order to be effective, public interest representatives should not be relegated to
a small minority whose views are ignored by the committee.1® While the USTR can-
not be expected to adopt the views of public interest representatives and has discre-
tion in appointing members of tier 3 committees, Congress should seek to avoid ex-
treme imbalances in committee composition by providing adequate direction to the
USTR. Further, there would be greater accountability within ITAC-15 discussions
if the USTR adopted the practice of responding to all written suggestions, as well
as requiring that more written consultations occur within the consultation process.1?

Public interest participation would not cause many of the harms that detractors
claim it would. For instance, many industry representatives on tier 3 committees
claim that non-business representation would prevent Members of the Committees
from providing candid advice for fear that non-business representatives would re-

7Federal Advisory Committee Act (5 U.S.C. App. §5(b)(2)) (1994).

8 Northwest Ecosystem Alliance v. Office of the United States Trade Representative, 1999 U.S.
Dist. Lexis 21689, 20 (W.D.Wash.1999).

9 GAO Report, 2002, supra note 2, at 60.

10 GAO Report 2002, supra note 2, at 3.

11 Compare Northwest Ecosystem, supra note 8 (finding that the “fair balance” applied to a
tier 3 committee and ordering appointment of members representing non-business interests)
with Center for Policy Analysis on Trade and Health v. Office of the United States Trade Rep-
resentative, 540 F. 3d 940 (9th Cir. 2008)(holding that the “fair balance” requirement is not jus-
ticiable because it is not clearly defined).

12]TA International Trade Administration, Dept. of Commerce, Become a Trade Advisor,
http://www.ita.doc.gov/itac//become_an_advisor/becomeanadvisor.asp.

132002 GAO Report, supra note 2, at. 63.

14 GAO report, 2002, supra note 2, at. 7 (noting that the trade act does not establish any for-
mal relationship among tier 1, tier 2 and tier 3 committees and does not authorize the first tier
to exercise any control over the other two); Id, at. 25 (noting that although the Trade Act and
FACA do not forbid it, the USTR and the Dept. of Commerce do not routinely consult a cross-
section of committees concerned with a particular issue.)

15GAOQ, International Trade: An Analysis of Free Trade Agreements and Congressional and
Private Sector Consultations under Trade Promotion Authority, GAO-08-59, p. 55 (Washington,
D.C.: November 7, 2007)(“GAO Report, 2007”).

16 GAO Report, 2002, supra note 2, at 41.

17]d. at 28, (noting that many advisory committee chairs complain that written suggestions
from their committees do not elicit a response. Also noting that predominance of oral advice
causes problems in tracking and distributing committee advice).
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lease sensitive information to the public.1® This argument either overlooks the fact
that all members of tier 3 committees are bound to keep committee information se-
cret, or suggests that the advisory committee process should be based on an as-
sumption that non-business representatives are somehow less trustworthy than
their commercial counterparts. Industry representatives also claim that too many
differences of opinions within a committee would prevent the committee from pro-
viding clear advice to the USTR.1® While clarity is essential, it is not necessarily
compromised by presentation of nuanced views that account for interests of all con-
cerned, including the public.

2. The Trade Act should clarify that the USTR’s discretion to close docu-
ments to the public should not result in a default rule of secrecy.

IP aspects of some trade agreements, including the ongoing ACTA negotiations,
are shrouded in excessive secrecy. Members of the public have no access to informa-
tion concerning the need for the agreement, how it would benefit or harm them, and
the specific proposals that are under negotiation. Although the USTR has made
available to the public a summary of the ACTA negotiations, this summary does not
shed any light on the actual nature of the agreement. Furthermore, it undermines
the credibility of USTR’s stated intention to seek greater public input.

The USTR has offered several justifications for this excessive secrecy. First, the
agency claims that secrecy is an accepted policy in trade agreements. Second, it
claims that secrecy allows exchange of views in confidence and facilitates the nego-
tiation and compromise that is necessary to reach agreement on complex issues.
Neither of these reasons justify excluding the public from discussion of issues that
could have harmful consequences for them.

That secrecy is accepted policy does not, in itself, mean that it is also in the public
interest. Further, it is not the policy in many multilateral intellectual property ne-
gotiations. For instance, the U.S. negotiated the WIPO Copyright Treaty and WIPO
Performances and Phonograms Treaty in the open. While secrecy may permit ease
of negotiation, it does not necessarily facilitate the best outcome. While revealing
certain information, such as U.S. negotiating positions before they are tabled before
the negotiating partner, may in certain situations be counterproductive, the same
concern does not extend to all information.

Intellectual property issues do not fit neatly within trade agreements. Yet chap-
ters on intellectual property have been part of trade agreements since the GATT ne-
gotiations. The justifications for secrecy that may apply to traditional trade aspects
such as tariffs do not apply to intellectual property issues. Opacity in formulating
IP aspects of trade agreements can only harm the interests of consumers.

The USTR should release information such as meeting dates, times and agendas;
industry studies or other presentations made available to the USTR urging adoption
of certain provisions in agreements; and draft negotiating texts after they are tabled
before negotiating partners. These examples are not exhaustive and merely suggest
certain steps towards greater transparency. Release of such information would allow
the USTR to benefit from the expertise of members of the public. Further, it would
be in accordance with provisions of the Trade Act that require the USTR to seek
input from members of the public.20 Ultimately it would lead to adoption of negoti-
ating positions that reflect the interests of all Americans.

Lifting the veil of secrecy over IP aspects of trade agreements will become increas-
ingly important if, as the parties to this testimony expect, the IP industries abandon
multilateral IP forums like WIPO for agreements such as ACTA. While we believe
that the proper forum for an agreement like ACTA is WIPO or a similar multilat-
eral forum, if ACTA is to proceed as a trade agreement, it should be subject to the
kind of transparency and public input that would attach to a multilateral IP treaty.

Conclusion

We urge Congress to implement the recommendations made above.
Thank you for giving Public Knowledge an opportunity to submit this testimony.
We remain at your disposal to answer any questions.

18 GAO Report, 2002, supra note 2, at. 43; Hearing on the Trade Advisory Committee System,
Before the Subcommittee on Trade of the House Committee on Ways and Means, 111th Congress,
(June 21, 2009) (Testimony of Brian T. Petty, Chairman, ITAC 2).

19 Hearing on the Trade Advisory Committee System, Before the Subcommittee on Trade of the
House Committee on Ways and Means, 111th Congress, (June 21, 2009) (Testimony of Timothy
Hoelter, Vice President, Government Affairs, Harley-Davidson Motor Company).

20 See 19 U.S.C.A. §2155 (2006).
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Statement of the National Transportation Policy Project (NTPP)

Mr. CHAIRMAN. and Members of the Subcommittee,

We are pleased to have the opportunity to submit this statement of the Bipartisan
Policy Center’s National Transportation Policy Project (NTPP). As the co-chairs of
NTPP, we recently completed a 2-year effort with a wide range of business, aca-
demic and civic leaders, calling for U.S. transportation policy to be more perform-
ance driven, more directly linked to a set of clearly articulated goals, and more ac-
countable for results. Our principle message to this committee is that achieving crit-
ical national goals will require not only a comprehensive consolidation and restruc-
turing of current programs based on clear performance metrics, but also a funda-
mental new approach to funding. Our report -Performance Driven: A New Vision for
U.S. Transportation Policy concludes that revenue issues in the upcoming legisla-
tion to extend and reform the nation’s surface transportation system will involve
more than just identifying revenue sources to fund programs. Financing mecha-
nisms play a central role in the performance and outcomes of our nation’s transpor-
tation system. The NTPP report calls for the adoption of better national user-based
financing mechanisms, echoing the conclusions and recommendations of a number
of reports, studies, and Commissions. The evidence is clear that the extent to which
system costs are transparent to system users has direct effects on both performance
of the system and the level of investment required.

This statement highlights two important elements of our NTPP report germane
to you as the revenue raising committee:

(1) Recommended funding principles
(2) Immediate actions on funding mechanisms

A recurring theme of both elements is that revenue needs to be linked to system
performance, and thus solutions should favor direct, user-based fees. While we did
not make recommendations for specific revenue measures, we identified a number
of areas where immediate action is needed” largely by the revenue-raising commit-
tees of Congress. These include moving towards user-pay financing mechanisms, as
well as research and planning to enable a smooth transition of our nation’s present
transportation financing system to one that is supported by national user-pay fund-
ing mechanisms.

BACKGROUND:

For many years the motor vehicle fuel tax provided a stable and growing source
of funding for federal transportation investments. This federal tax, however, has not
kept up with growth in road use, construction costs, and system needs. As a result,
resources available in the Highway Trust Fund are increasingly falling short, which
in turn has triggered transfers from the general fund. This situation is clearly
unsustainable. Overall gasoline consumption is down due first to high oil prices ear-
lier this decade and now because of the economic recession. A combination of in-
creased vehicle fuel-economy standards, the introduction of electric and plug-in hy-
brid vehicles, and mandated expansion of biofuels can be expected continually to re-
duce oil demand. This is obviously beneficial for many reasons, but it also leads to
declining receipts from fuel taxes, assuming the level of those taxes is unchanged.
All of these developments combined expose flaws not only in the stability of the gas
motor vehicle fuel tax as a funding source, but also in its long-term sustainability.

The current fuel tax is also inadequate in the sense that it does not charge users
anything close to the full costs associated with their use of the transportation sys-
tem. It does not accurately reflect the full environmental, health, energy, security,
and congestion costs of individual transportation choices. If such costs were accu-
rately priced they would affect users’ decisions about a range of relevant issues,
from where to live, when to commute, and what type of vehicle to drive. The failure
to send accurate price signals leads to inefficient levels of consumption if prices are
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too low, the result will be excess demand.! For example, diesel and heavy vehicle
tax levels that fail to approximate the relative damage and costs imposed by heavy
commercial vehicles will contribute to deteriorating road conditions by under pricing
the full costs of their use and thus prompting more truck travel. Oregon’s pilot mile-
age-based pricing program demonstrated that as drivers became more aware of the
true costs of using the roads they reduced their travel even when incurring no addi-
tional costs.2

Another problem with current funding mechanisms is that they impede the dis-
tribution of funds on a mode-neutral basis because most of the revenue is generated
from road vehicles via fuel taxes and other vehicle fees. This is a problem for metro-
politan programs because, despite some funding flexibility, projects are forced into
either “highway” or “transit” categories even though highway and transit systems
work best in concert. This is an even more severe constraint for freight projects,
which are unlikely to be funded absent an unbiased assessment that considers all
mode choices and gives the ability to partner across modes.

Present financing mechanisms to support the nation’s highway and transit pro-
grams are unsustainable and in need of significant reform. The problem is not just
a growing funding shortfall resulting from the fact that the current fuel tax and
other taxes that support the highway and transit trust funds have not been in-
creased or pegged to inflation. Rather, the central flaw of existing financing mecha-
nisms is that they provide a poor signal to users about the costs they impose on
the system (and the benefits they receive). In other words, how we raise money for
transportation is itself an extremely important policy decision quite distinct from
the decision about how much money needs to be raised. Thus, reform of current fi-
nancing mechanisms should be central to any effort aimed at making effective U.S.
transportation policy that is more performance-based.

RECOMMENDED FUNDING PRINCIPLES

The question of how to raise revenue was not the primary focus of NTPP’s efforts.
We were primarily concerned with spending it effectively. However, we recognized
the critical importance of the funding issue because how revenue is raised relates
directly to system performance. NTPP recommends that future efforts to address the
need for new transportation revenue-raising mechanisms be guided by the following
core principles: 3

¢ Revenue currently collected is insufficient to maintain, much less improve,
system performance

¢ Public revenue collection can enhance the performance of the system when
users understand and more directly bear the full costs of the infrastructure
they use

Allow us to amplify these central principles:

Revenue is Insufficient to Maintain or Improve Performance

Adequate and sustainable funding is an essential dimension of putting in place
a true performance-based transportation system. Obscuring the true costs of main-
taining, operating and updating our transportation network is not in the national
interest.* As a new national program is defined, the primary roles and responsibil-
ities of different levels of government in maintaining, operating and improving the
performance of our infrastructure must become more transparent. This will solidify
the federal role in funding programs that further specific national interests.

Proposals to increase revenues are frequently opposed as “double taxation” or re-
sisted with complaints that users have “already paid”. Bold political leadership is
needed to bring the reality to light in this area. Federal highway spending (and tax-
ation) per mile travelled has actually fallen by nearly 50 percent since the Highway
Trust Fund was established in the late 1950s. Moreover, because the fuel tax is not
indexed to inflation, its purchasing power has declined by 33 percent since it was
last increased in 1993. As population has grown and trade has expanded, basic in-
frastructure has deteriorated. At the same time, the lack of transparent user-based

1Sorenson, Paul, et al. “Moving Los Angeles” Short Term Options for Improving Transpor-
tation.” RAND Corporation. 2008.

20regon Department of Transportation. “Oregon’s Mileage Fee Concept and Road User Fee
Pilot Program Final Report.” 2007.

3We note that our recommendations in this regard align closely with conclusions reached by
both the National Transportation Policy and Revenue Study Commission and the National Sur-
face Transportation Infrastructure Financing Commission.

4“Using Pricing to Reduce Congestion”, 2009, http://cbo.gov/doc.cfm?index=9750.
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financing perpetuates individual and commercial decisions that do not take into ac-
count the full public costs imposed by each transportation choice.

A wide variety of circumstances have combined continually to weaken the link be-
tween transportation funding (primarily via the gas tax) and the costs imposed and
benefits received by system users. The failure to “price” economic, environmental,
and social externalities of travel has contributed to unsustainable development pat-
terns and a lack of awareness of, or concern for, energy consumption, emissions, and
congestion impacts.

Favor Direct, User-Based Fees

Taxes and fees are currently the two primary means used to raise revenue for fed-
eral transportation infrastructure. While the motor vehicle fuel tax generates sig-
nificant revenues at low administrative cost, its reliability as a proxy for transpor-
tation-system use has decreased dramatically. In an age of increasing fuel efficiency,
growing numbers of hybrid-electric vehicles, and increased use of alternative fuels,
payment of that tax bears a diminishing relationship to actual use of the system.
In contrast, where users pay directly for their infrastructure use, they receive more
timely and accurate signals about the full range of costs they impose and the bene-
fits they receive. Ideally, user fees should capture diverse elements of use including
miles traveled, time and place of travel, vehicle weight or number of axles, vehicle
fuel efficiency, contribution to congestion, and emissions.?

Raising federal transportation revenue from a more complete and accurate na-
tional system of user fees can advance a range of national interests and benefits
including:

¢ enhancing equity across all users;

¢ promoting consistency with energy and environmental goals by ensuring that
transportation users bear the true cost of energy and environmental impacts;

¢ reducing congestion and increasing the reliability of travel times;

¢ promoting more accurate user-based signals with respect to investment prior-
ities; and

¢ reducing capital needs as users internalize cost impacts and rationalize their
use of the system.

A robust user-pay system would free up alternative resources to allow state or
metropolitan programs investment in modes or specific user groups for which 100
percent direct user-pay funding is not feasible and to advance specified social and
environmental goals. The user-pay principle should be at the core of any short-term
increases in existing taxes and/or fees, as well as in the development and structure
of any new revenue sources and mechanisms put in place for the long term.

RECOMMENDATION FOR IMMEDIATE ACTION ON FUNDING MECHA-
NISMS

While we recognized that our call for a comprehensive restructuring of all federal
programs will take years to achieve, several critical revenue-related principles could
and should be applied in the near term. These include the following:

Set a high bar for any use of general funds for transportation infrastruc-
ture

The first and most obvious reason to set a high bar for any use of general funds
for transportation infrastructure is that every dollar of additional spending out of
general funds at this time represents additional borrowing and thus exacerbates the
already extreme deficit problems and fiscal challenges the nation is now and will
continue to confront in coming years. Second, even before it is feasible to transition
fully to a user-pay system, numerous opportunities exist to raise revenue for near-
term transportation needs in ways that make system costs more transparent, send
more accurate price signals to users, and thus promote more efficient use of the sys-
tem. Examples are system fees and road tolls. Relying on general funds obscures
the true cost of the transportation system to users and does nothing to either pro-
mote efficient use of the system or to advance critical societal objectives.

5Transportation Research Board. “Fuel Tax and Alternatives, Special Report 285. 2006.
www.TRB.org/publ/sr/sr285.pdf.
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Minimize departures from user financing

Until new and long-term sustainable revenue mechanisms in the form of user-
based fees can be implemented, short-term revenue-enhancing measures are likely
to be put forward to cover the costs of increased federal support for transportation
even to maintain levels set in SAFETEA-LU.

NTPP recommends that any action by Congress to generate additional revenue for
transportation:

¢ advance the user-pay principle
¢ be targeted toward rewarding performance on system preservation and ex-
pansion projects

Be transparent in establishing new financing mechanisms

Issuing new federal bonds or establishing a national infrastructure bank both
need to be recognized as forms of borrowing. The use of general taxpayer funds
should be limited to programs which demonstrably generate nationally significant
and broadly based public benefits. The operations of any new financing entity need
to be clear, specific, and transparent regarding actual revenue sources and bene-
ficiaries. Such an entity should also apply rigorous quantitative performance metrics
covering the range of national interests that need to be balanced, and strive to align
funding sources with the beneficiaries of federal investments. Finally, establishing
a new financing entity must not be seen as a substitute for moving aggressively to-
ward transportation infrastructure supported to the maximum extent possible by
well-designed user-based fees.

Implement a mode-neutral freight fee

A well-targeted program to address critical freight bottlenecks and improve trans-
port efficiency along critical freight corridors, networks, and connectors is vital. The
soundest basis for infrastructure investments that improve the performance of the
entirely private existing freight system is a user-based freight fee. The fee structure
should reflect the range of the freightnetwork and the burden each mode imposes
on public infrastructure, as well as the relative fuel efficiency and/or greenhouse gas
emissions of different modes of freight transport. Revenues from the fee should be
applied to projects that have clear benefits for freight transport, including transport
on the privately owned system.

Charge transportation users the costs of their carbon emissions and recy-
cle those funds into transportation investments

Effective pricing of transportation-related carbon emissions is needed to com-
plement other transportation-related policies on energy and the environment, such
as fuel efficiency standards and alternative fuel programs. Further analysis is need-
ed to ensure that the right incentives are in place to motivate users to reduce car-
bon emissions from transportation. This is particularly urgent given evidence that
the transportation sector has been one of the fastest growing contributors to overall
carbon emissions. While a petroleum based tax may not be an adequate proxy for
road use, it is an appropriate proxy for pricing the externalities associated with car-
bon emissions and energy security.

Just as transportation needs to bear an appropriate share of the cost of control-
ling and reducing greenhouse gas emissions at a national level, an appropriateshare
of revenues generated through a carbon pricing should go toward transportation in-
frastructure investment and operations that produce carbon reduction benefits.

Help states and local governments develop sustainable funding sources

While NTPP supports a well defined federal focus on nationally significant infra-
structure, there is also a national interest in supporting and incentivizing state and
local governments to develop sustainable funding sources for locally significant in-
frastructure investments. It is clear that achieving national performance goals for
the transportation system will require states and local governments to have the
ability substantially to increase revenues needed for infrastructure investments.

Accordingly, the Federal Government should help ensure state and local capacity
to develop sustainable, equitable, and performance-enhancing revenue streams.
States and localities have a wide range of transportation investment and revenue-
raising options at their disposal. While the Federal Government should not be in
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the business of prescribing specific state and local strategies,® it can remove impedi-
ments and support efforts to use creative financing tools at state and local levels.”
Three concrete steps the Federal Government can take in this regard are:

Reduce restrictions on road pricing. Performance and environmental goals are
likely to be most cost-effectively achieved with greater use of variable pricing on
congested roadways. The Federal Government should removerestrictions to insti-
tuting such policies on the nation’s roadways, with appropriate limitations.

Support efforts by states to implement direct user charges. Direct user-fees, such
as a mileage-based charge, can improve system performance and represents a crit-
ical tool for states and metropolitan areas to supplement or eventually replace tradi-
tional revenue sources. Support should be provided to states or groups of states pi-
loting new comprehensive user-based fees.

Expand TIFIA credit support. With the removal of restrictions on pricing, the
TIFIA program should be expanded to allow for loans that are paid back with vari-
able pricing tolls on national highways. TIFIA should adopt performance metrics
proposed in the NTPP report to aid in the assessment of projects.

Lay the Groundwork for a Sustainable Funding Source

Transitioning to a performance-based surface transportation system that is
equipped to address 21st century challenges requires a timely and evidence-based
transition to a user-pay funding mechanisms. This means research must begin me-
thodically to test, evaluate and resolve various issues that are likely to arise in the
course of such a transition.® Concepts must be considered and encouraged that
would establish a system, which at the earliest possible date, can become the back-
bone of national revenue collection.

For instance a funding system that uses in-vehicle, on-board GPS units could
charge differentially for mileage in high congestion zones or for travel during more
congested times of day. The system could also apply different fees based on vehicle
fuel economy and emissions. Such a tailored alignment of fees to distinct costs will
send proper price signals to users, thereby reducing congestion, emissions, and fuel
consumption. This is important because, while there is a growing support for a
“mileage-based” system or VMT fee such a fee will only provide accurate cost signals
if it is adjusted for vehicle fuel economy. Similarly, a mileage-based fee would have
to account for the fact that not all miles are equal. Mileage-based fees that vary
based on congestion provide incentives for drivers to shift to off-peak periods, con-
solidate trips, use less congested routes, use alternative modes, or telecommute.
They also can be tailored to avoid penalizing rural drivers who travel long distances
on relatively empty roads. A corollary benefit of increasing the transparency of costs
is that capital investment decisions will be guided by quantitative signals of in-
creased demand for physical capacity.

Over a longer time horizon, a vehicle-based revenue system may offer additional
efficiencies and dramatic new safety benefits if it is integrated with developing pro-
posals for integrating “smart road-smart car” technologies. The platform of on-board
GPS technology is already being applied to advanced innovations with automatic
crash prevention. Other applications are being adapted to provide diverse consumer
services including routing, vehicle optimization, and payment of a range of services
such as parking, registration and weight, or emissions-related fees.

Because a vehicle-based fee would likely be collected from individual drivers, how-
ever, the implementation of such a system presents numerous transition and oper-
ational challenges. For example, efficiently linking a nation-wide user fee system
with state and local revenue collection, publicly tolled facilities, and private opera-
tors, will require that a host of issues be addressed. The most commonly cited con-
cern is the privacy protection of users. These specific challenges will require time
to work through, which is why the NTPP calls for immediate action to begin laying
groundwork for a future system.

6 Government Accountability Office. “Highway Public-Private Partnerships: More Rigorous Up-
Front Analysis Could Better Secure Potential Benefits and Protect the Public Interest.” Sep.
2008. GAO-08-1149R.

7Government Accountability Office. “Highway Finance: States’ Expanding Use of Tolling Illus-
trates Diverse Challenges and Strategies.” June 2006. GAO-06-554.

8 National Surface Transportation Policy Study and Revenue Commission. “Transportation for
Tomorrow.” 2007. Back up and technical papers: http:/transportationfortomorrow.org/
final_report/technical issue_papers.aspx; See in particular papers 5A-06 re container charge;
5A-15 re PPPs; 5B-03 re financing options for freight and intermodal facilities; 5B—05 re phas-
ing in new fees.
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Concluding Remarks

This is a period of extraordinary opportunity for revitalizing America’s surface
transportation system. Existing systems are dated, in many cases strained to or be-
yond capacity, and increasingly fall short of delivering transportation services at the
level of quality, performance, and efficiency the American public demands. Current
funding mechanisms and revenue sources are not sufficient to maintain existing in-
frastructure, let alone provide the investments needed to expand and modernize our
transportation systems. Available resources are typically distributed without any
sense of national priorities. Bold federal leadership and immediate action is needed
to develop, test, and implement new, more direct and more complete ways of linking
revenue collection to system use and impacts.

As the NTPP report outlines and as we have discussed in this testimony, trans-
portation investments should not be funded using general funds, assistance must be
offered to states and local governments to enable them to establish sustainable
funding sources for transportation projects, and our nation’s transportation system
should be funded by user-based fees that are sustainable and tied to system use.
The way in which transportation revenue is raised and the extent to which system
costs are transparent have direct effects on both the performance of the system and
the level of total investment needed.

Thank you for considering this statement. We welcome future opportunities to
support the work of House Ways and Means Select Revenue Measures Sub-
committee, and ask that you draw upon the work of the National Transportation
Policy Project as you develop legislation that ensures adequate funding of our na-
tion’s transportation infrastructure.

O
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