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FEDERAL, STATE AND LOCAL PARTNERSHIPS
TO ACCELERATE TRANSPORTATION BENE-
FITS

THURSDAY, MARCH 11, 2010

U.S. SENATE,
COMMITTEE ON ENVIRONMENT AND PUBLIC WORKS,
Washington, DC.

The Committee met, pursuant to notice, at 10:03 a.m. in room
406, Dirksen Senate Office Building, Hon. Barbara Boxer (Chair-
man of the Committee) presiding.

Present: Senators Boxer, Inhofe, Carper, Lautenberg,
Whitehouse, and Voinovich.

OPENING STATEMENT OF HON. BARBARA BOXER,
U.S. SENATOR FROM THE STATE OF CALIFORNIA

Senator BOXER. Welcome.

Is Mr. Kienitz here? Why don’t you take your seat. Thank you.

Welcome, everybody. Last month, Secretary LaHood came to Los
Angeles as part of his Surface Transportation Reauthorization Out-
reach Tour. Together we held a town hall meeting in L.A., where
we heard from city, county and local officials and other interested
parties from throughout California about issues we should consider
as we work on the next surface transportation authorization bill,
MAP-21. That stands for Moving Ahead for Progress in the 21st
Century.

Today’s hearing focuses on one of the ideas that was raised at
that town hall: finding ways the Federal Government can build
upon and encourage transportation investments made at the State
and local level across the country and ways in which the benefits
of those investments can be accelerated.

For example, in 2008 the citizens of Los Angeles County—was it
county or city, Mayor? County. The citizens of Los Angeles County
approved a half-cent sales tax dedicated to transportation invest-
ments. This measure will generate an estimated $40 billion over
the next 30 years.

Mayor Villaraigosa, who I am so pleased has joined us today,
suggested to me and to others that if the Federal Government
could help Los Angeles complete a portion of the transportation im-
provements approved by the voters over 10 years rather than 30
years, then our constituents could enjoy the benefit of their trans-
portation investments sooner, and many more jobs would be cre-
ated in the short term.
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I am a strong supporter of investments in transit as a crucial
part of a transformational transportation policy. I want to thank
Mayor Villaraigosa for bringing the Los Angeles 30/10 initiative to
my attention.

I support the 30/10 initiative. I look forward to working with the
mayor, my colleagues here in the Senate, and the U.S. Department
of Transportation to find ways to help not only Los Angeles but
also communities across this Nation.

I think, Senators, if we can get this done, it is going to send a
very strong signal to the citizens that if they step up and are will-
ing to pay even a small amount over time, that that investment
will pay off in the early years. It is a simple idea, it is a crucial
idea, and I am all for it.

I want to thank Roy Kienitz, Under Secretary for Policy at the
U.S. Department of Transportation, for being here today, as well
as all of the witnesses on our second panel.

Today’s witnesses will discuss the Federal programs currently
available to assist States and local governments with transpor-
tation investments as well as examples of how some States are
partnering with private investors to provide additional investment.

I look forward to hearing suggestions as we develop this idea and
as we develop MAP-21. I am hopeful we will hear today that there
are some programs already in effect that could step in and begin
this 30/10 project, because it would be very helpful for us to just
get started.

With that, I want to call on my colleague and friend, who has
been such a supporter of transportation programs in this country,
Senator Voinovich.

OPENING STATEMENT OF HON. GEORGE V. VOINOVICH,
U.S. SENATOR FROM THE STATE OF OHIO

Senator VOINOVICH. Thank you, Madam Chairman. I would like
to thank the witnesses for being there today and for your hard
work and leadership on highlighting the need for increased invest-
ment in our aging transportation infrastructure.

Having served as a mayor, county commissioner, a member of
the metropolitan planning organization in Cleveland, NOWACA,
Governor, now Senator, I understand the different needs, concerns,
and responsibilities that each level of government brings to bear on
the challenges we face as communities and a Nation, and I really
appreciate each of you being here today to discuss your vision and
needs for the next reauthorization bill.

With the next bill we have an opportunity to not only improve
and repair our crumbling highways and bridges but to spur our
economy at the same time, and that is why I encourage the big
five—the National League of Cities, Conference of Mayors, NGA—
to come together and reach consensus on what they want to see in
this reauthorization bill. And Mayor, it would be very important
that you work with them to make sure that they come back with
the recommendations that would respond to the kinds of things you
are going to be talking to us about today.

It is no secret that the Nation’s transportation needs greatly ex-
ceed the investment at all levels. We authorize two commissions in
SAFETEA-LU, and they came back—the National Surface Trans-
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portation Policy and Revenue Study Commission—and they called
for investments of at least $225 billion annually, and right now,
when you take the Federal money and the State money and the
local money, we are doing about 40 percent of that.

I believe the next reauthorization bill will provide fundamental
and needed reforms to our system, projects of regional and national
significance, consolidate programs, streamline project delivery, im-
portant. And I am happy to see a witness from the Bipartisan Pol-
icy Center. I spoke before your group a couple weeks ago, and I am
pleased to hear that you are advocating for our national transpor-
tation system.

Jobs. I think that we all know that the unemployment in the
construction industry and transportation is about twice as bad as
it is in the rest of the economy. In my State, we have had 35,000
people who are not working that are in the construction industry.

We also, I think, know that we are going to get a bigger bang
for our buck if we move on this quickly because of the fact that peo-
ple are hungry today, and our bids in Ohio are coming in at about
10 to 12 percent less than they did a couple years ago. So it means
we are going to get more for the money that we invest. And the
other thing is that we are going to pay for it.

Mr. Kienitz, I am very interested in your thoughts on that; and
the mayor, I am very interested in your thoughts. I read your
paper, and it is very impressive. There ought to be some way that
we can encourage people to take on more responsibility. So I think
that is something that we need to fold into this.

Environment, I think, again, you know, I don’t know if we have
weighed the measure of reducing greenhouse gases from some of
the proposals that are there. It is fantastic. So it is another benefit.

And last but not least, bipartisan—something that maybe the Re-
publicans and Democrats can do this year that would be well re-
ceived by the American people. And I think certainty. I think really
what we are concerned about today is there is a lot of uncertainty
out there. People aren’t sure where we are going, and they are
holding back because they are not sure whether they are going to
get a job or they are going to keep their job.

And if we were able to move forward with this reauthorization
and fund it robustly I think we would take a large segment of the
economy of the United States and give it certainty, and I think
that would then start to flow into other areas where we have un-
certainty.

So I am looking forward to the presentations today.

Is it Mr. Kienitz, is it?

Mr. KIENITZ. Kienitz, sir.

Senator VOINOVICH. I wish that the day you came here and testi-
fied that we were recording what you had to say, because it was—
some of the people behind you I thought got a little uncomfortable.
But you did a fantastic job of outlining why it was that we needed
a multi-year reauthorization of this bill to provide the certainty
that is needed throughout this country, particularly for State gov-
ernments that are right now holding their breath and trying to fig-
ure out where we are going.

Thank you, Madam Chairman.

Senator BOXER. Thank you so much.
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Under Secretary, please proceed.

STATEMENT OF HON. ROY KIENITZ, UNDER SECRETARY
FOR POLICY, U.S. DEPARTMENT OF TRANSPORTATION

Mr. KiENITZ. Thank you. Sir, I will try not to scare the people
behind me quite so much today and yet still be helpful.

Obviously, thank you, Chairman Boxer, for having us here, and
Senator Voinovich, good to see you.

I guess what I would like to do is talk about, first of all, some
of the tools that DOT currently has that might be able to help very
large transportation projects with loans or other types of credit as-
sistance, but also about some tools that we don’t yet have that
might be best suited to what we think is probably an emerging
area of need here.

Before I go into that, though, I would like to talk a little bit
about Los Angeles. As you know, Madam Chairman, I was out
there a couple weeks ago with Secretary LaHood, at your invita-
tion, to hear about the needs of that region, and we met with the
mayor in some depth, discussing his ideas for the 30/10 plan, and
I think both the Secretary and I viewed that as a very valuable
trip, and once again, thank you for hosting us.

I know the mayor will describe the political forces that came to-
gether to create this long-term revenue stream in that region by a
vote of the people, but the central issue here is really as the cash
flow goes out over a great number of years, and I think the mayor
has correctly identified a situation that will allow the projects to
all be built, but not at the time in which they are needed. Everyone
who has ever driven in L.A. knows that I think more and better
transit in that region is a must, and the sooner it is in place the
better.

But I also think Los Angeles is probably not the only place that
is pursuing a whole program of projects of this kind, rather than
just individual spot investments. Just off the top of my head, I
know that Denver, Salt Lake City, and Seattle are also in a similar
situation where they have a network proposal that they have made;
it is broken into individual pieces for the purpose of implementa-
tion, but their goal is really to create an entire network. And even
with dedicated taxes it is decades until the program can be fully
built out, and that means it is decades that the people have to wait
to get the benefits of the program.

So we have some tools to help in these cases, and they are useful,
but they are designed to work on a project by project basis. The
first of these is the TIFIA program, which this Committee had a
major role in creating a dozen years ago, and it provides loans up
to one-third of the cost of a major transportation infrastructure
project.

Its first utilization really was in the world of toll roads, and it
has done well at that, but it is increasingly being looked at also as
a major capital source for transit projects. I can tell you that in this
Administration one of our goals is to make sure that that program
is truly multi-modal in practice as well as in theory. It has always
been multi-modal in theory, but we are trying to also make it
multi-modal in practice.
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And T will say, as an example, TIFIA recently provided a $171
million loan to the Transbay Transit Center project in San Fran-
cisco, which is a major hub that is going to connect the city and
the peninsula with the rest of the State.

Denver Union Station is a project of a similar kind where TIFIA
might also be useful.

But unfortunately the TIFIA office is currently evaluating pro-
posed loans and loans that are expected to close in the near term
that will consume a large portion of its available funding sources.
Even if that were not true, TIFIA is just not sized to deal with
something of the magnitude of what is being proposed in Los Ange-
les. It could be adapted to help with that, or it could offer a first
step in a multi-step process, but right now that is probably all it
could do.

Another option is the TIGER program, which I know the Sen-
ators are familiar with. It can offer grants but also support for
TIFIA loans to, once again, a wide variety of projects—highways,
transit, and others. As such, added increments of TIGER funding
are one way, for example, to add more money to the supply avail-
able to TIFIA without going over and above the current appro-
priated level. So that could potentially be a tool for making funds
available to this purpose.

The competitive nature of the TIGER program has led a lot of
project sponsors to get creative, and in particular bring a much
higher level of local resources to the projects being proposed so that
they can compete better than you tend to see under the formula
program, and that could make it in some ways a good fit for the
Los Angeles experience where there are so many local resources.

But once again, magnitude may be an issue. Although we were
able to fund many valuable projects in the first round of TIGER
funding, the average grant size was $30 million, and $30 million
sounds like a lot of money, but in Los Angeles you know they are
talking about $40 billion, and that amount of money, I am not sure
it really moves the needle in what they are trying to do.

Third, of course, I would refer you to the President’s 2011 budg-
et, which proposes $4 billion for what we are calling a National In-
frastructure Innovation and Finance Fund, and this can be viewed
as a new iteration of the original infrastructure bank proposal. And
once again, this would create funds to invest as grants or loans in
projects of regional or national significance.

These three programs—TIFIA, TIGER, and the proposed new In-
frastructure Fund—could be used to help Los Angeles get started,
but once again, even these are all project based programs. As such,
to get started, to take that first step, we will need to work with
the mayor and the MTA in Los Angeles to identify which projects
potentially could be accelerated first, their state of readiness, and
the other routine information that DOT needs to have whether we
are advancing something through a grant or a loan.

We have obviously begun initial discussions on this; we have re-
ceived some materials from them, and then this is going to need
to continue so that we can try to discern if there is a pathway to
move forward here. We have become, I think, much more famil-
iar—certainly Secretary LaHood has—about the various proposals,
be they the Regional Connector or the Crenshaw Line or Subway
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to the Sea, so now we are going to need to get down into the details
to figure out where the best pathway might be.

That said, it is not clear that any of these programs, either exist-
ing or as currently proposed, can fully support the vision that has
been articulated. This is both due to the structure of what is pro-
posed and its sheer size. Full Federal support for an effort of this
size may need to be directly addressed in the reauthorization of
surface transportation programs, and obviously we pledge to work
with you, Chairman Boxer, and the entire Committee on that to
see how we can as a group best support not just Los Angeles but
regions all over the country that are trying to take big steps for-
ward in transportation.

Once again, thank you for the opportunity. I am happy to stay
for questions.

[The prepared statement of Mr. Kienitz follows:]
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STATEMENT OF
ROY KIENITZ
- UNDER SECRETARY FOR POLICY
U.S. DEPARTMENT OF TRANSPORTATION

BEFORE THE
COMMITTEE ON ENVIRONMENT AND PUBLIC WORKS
UNITED STATES SENATE

HEARING ON
“Federal, State and Local Partnerships to Accelerate Transportation Benefits”
MARCH 11, 2010

Chairman Boxer, Ranking Member Inhofe, and Members of the Committee:

I am pleased to appear before the Committee today to discuss activities of the U.S. Department
of Transportation that facilitate Federal, State and local partnerships to accelerate major
transportation projects around the country.

My testimony will focus primarily on three innovative approaches to transportation investment
that either currently support this objective or could support it. However, bcfore discussing these
approaches, I would like to discuss some of the challenges that we face in responding to the
tremendous demand for transportation investment that we encounter around the country, even
with the innovative tools that are currently available.

On Friday, February 19, I traveled with Sccretary LaHood to Los Angeles. While there,
Secretary LaHood and I had the opportunity to meet with Chairman Boxer, Mayor Villaraigosa
and other State and local leaders to learn about the Los Angeles “30/10” program, an ambitious
multi-billion dollar initiative to accelerate 12 major transit projects so they can be built in 10
years instead of 30.

The 30/10 program includes the Westside subway extension, the Regional Connector light rail in
downtown, the Green Line connection to LAX and extension to the South Bay, the Foothill
Extension of the Metro Gold Line, the Crenshaw corridor transit project, the Expo light rail line
on the Westside Phase 2, the San Fernando Valley 405 Corridor Connection, the Orange Line
Canoga Extension, the West Santa Ana Branch Corridor, the San Fernando Valley North-South
Rapidways and the Eastside Extension to El Monte or Whittier. A total of $5.2 billion is
available for the program from the locally approved Measure R and other sources, but additional
funds will be required from the private sector, the Federal Government and other partners.
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The 30/10 program may well be at the vanguard of transit planning and system development;
similar programmatic approaches to solving regional transportation challenges are likely coming.
In this model, plans are assembled for many projects and all of the projects are accelerated.
Denver, Colorado, is another good example of a major city that has developed a full transit
capital program comprised of multiple major projccts and is approaching project development
and delivery in an accelerated fashion, rather than project-by-project.

The Department’s most significant discretionary transit capital program, the New Starts program,
typically evaluates and funds projects on a project-by-project basis, but could be adapted to
evaluate and fund a system of projects in an integrated way. The Department is ready to support
ambitious local initiatives like the 30/10 program, which would compete on their merits with
other projects in the funding queue based on project justification, local financial commitment and
the rcadiness of the sponsors to initiate the project.

The Department has additional resources to help deliver some of the individual projects that
make up integrated system projects. We are working on solutions in Denver and look forward to
working with Los Angeles, too. My testimony is going to focus on three of the Department’s
most innovative programs, or proposals, that are available to help deliver the projects in Los
Angeles, as well as other major transportation projects.

First, one of the Department’s most successful programs over the last decade has been the
Transportation Infrastructure Finance and Innovation Act of 1998 (TIFIA) program, which
provides credit assistance for major transportation projects around the country. The program
offers direet loans, loan guarantees or lines of credit for up to a third of a project’s eligible costs,
with favorable repayment terms that make financing cheaper and encourage co-investment.

Second, the Department’s Transportation Investment Gencrating Economic Recovery (TIGER)
Discretionary Grant program, authorized under the American Recovery and Reinvestment Act of
2009, provided a unique and unprecedented opportunity for the Department to encourage multi-
jurisdictional and/or multi-stakeholder planning, and leverage substantial co-investment from
public and private sector partners. The vast majority of the TIGER projects involved multiple
levels of planning and/or multiple layers of funding.

Lastly, President Obama’s budget for Fiscal Year 2011 provides $4 billion for a new National
Infrastructure Innovation and Finance Fund (the I-Fund), which will invest in high-value projeets
of regional or national significance. The I-Fund would have flexibility to choose projects with
demonstrable merit from around the country and provide a variety of financial products — grants,
loans, or a combination - to best fit a project’s needs.

TIFIA, TIGER and the I-Fund respond to the difficulty States and local governments face in
funding major projects of regional or national significance through traditional formula fund
programs on a pay-as-you-go basis. By encouraging multi-jurisdictional and multi-stakeholder
planning at the regional and national lcvel, and by encouraging substantial levels of co-
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investment from a variety of public and private sector partners, these programs are reshaping the
landscape for investment in major transportation projects.

Transportation Infrastructurc Finance and Innovation Act (TIFIA)

The TIFIA program provides credit assistance for up to one-third of the eligible costs of
qualified surface transportation projects of regional and national significance. Eligibility is open
to large-scale, surface transportation projects—highway, transit, railroad, intermodal freight, and
port access—with cligible costs exceeding $50 million. TIFIA credit assistance is available for
State and local governments, transit agencies, railroad companies, special authorities, special
districts, and private entities.

The primary goal of the TIFIA program is to usc Federal funds in a way that promotes new and
innovative models for more efficiently financing and managing large transportation projects (e.g.
Public-Private Partnership agreements), catalyzes regional or national planning efforts, and
attracts substantial private and other non-Fedcral co-investment for critical improvements to the
Nation's surface transportation system. The program achieves this goal by providing a number
of flexible and favorable financing terms to help fill market gaps in financing plans. Because
TIFIA is a Federal credit program and because it requires co-investors for at least two-thirds of
project costs, TIFIA is also able to drive total investments that are a multiple of the actual
Federal budget resources the program consumes.

While TIFIA has proven to be an extremely useful tool for financing toll roads and other user-
backed transportation projects, it is also considering capital investment programs in other modes
that are traditionally less reliant on user fees, such as transit. For transit projects, sales taxes
and/or other revenue streams related to transit-oriented development can be leveraged to repay
project financing sources.

For example, most recently, TIFIA provided a $171 million loan for the Transbay Transit Center,
a major passenger transportation hub connecting San Francisco with other Bay Area
communities and the rest of California. This is the first transit center of its kind, a “Grand
Central” terminal connecting local, regional and national travel options, to be financed with a
direct TIFIA loan, and represents a milestone in the program’s development. The TIFIA loan for
the Transbay Terminal Center reflects the variety of ways the Department can use innovative
programs to demonstrate efficient transportation infrastructure financc and execution around the
country.

The TIFIA office is evaluating loans expected to close in the near tcrm that may consume a large
portion of its current resources. A full year appropriation for FY 2010 (based on FY 2009
funding levels) would make more funds available to fund additional projects.

Project sponsors submitted thirty-nine letters of interest for FY 2010 credit assistance in response
to the March 1, 2010 deadline established in a Notice of Funding Availability. The letters of
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interest represent a range of different project types, including six transit projects, thirty-one
highway and bridge projects, and one freight intermodal project. Project sponsors requested
almost $13 billion in TIFIA credit assistance to support over $41 billion in total project costs,
significantly more capacity than TIFIA’s budgcet resources can support.

TIGER Discretionary Grant Program

The TIGER program represents one of the Department’s most ambitious efforts to date to
leverage Federal investment. The program catalyzed local, regional and National planning and
facilitated substantial co-investment by the public and private sectors to help deliver 51 major
transportation projects across the country. Among the factors that make this program a success
are its ability to fund the full host of surface transportation projects (not just particular modes)
and its ability to provide this funding to any State or local project sponsor. The program’s
flexibility allowed it to fund an unprecedented number of innovative and creative projects that
the Federal Government would otherwise find difficult if not impossible to fund.

For cxample, the TIGER program allowed the Federal Government to invest in major freight rail
and maritime port initiatives spanning multiple states and involving multiple stakeholders. This
is unique, as the Federal Government does not have any other single program authorized to make
similar investments.

One initiative will invest in freight rail capacity projects on a major corridor running across
Ohio, Pennsylvania, West Virginia, and Maryland, providing substantial new capacity and
enhanced efficiency for goods movement from the East Coast to the Midwest. Similarly, the
TIGER program is investing in the CREATE program of freight rail projects in Chicago, and in
intermodal freight rail facilities in Alabama and Tennessee. The CREATE program is an
extremely well-coordinated effort among Federal, State, local and private stakeholders to
streamline freight movement through Chicago, arguably the most significant freight bottleneck in
the country. The investments in Tennessee and Alabama arc the first pieces of a much broader
initiative to improve freight capacity and efficiency from the Gulf Coast to the Mid-Atlantic, a
major goods movement corridor currently underserved by freight rail.

The TIGER program provides funds for the public benefits of these projects — increased freight
rail capacity and efficiency, reduced emissions and fuel consumption, and the potential to reduce
highway maintenance costs and congestion. The TIGER funding also provides a powerful
incentive for the relevant States and the private railroads to engage in comprechensive regional
and National planning and invest their own resources to leverage the Federal investment. Each
of these investments is matched with significant State, local or private funds, which will provide
a substantial portion of the overall investment.

The competitive nature of the TIGER program also helps spur cooperation among a variety of
project sponsors and encourages them to leverage as many sources of funding as they can muster
to demonstrate that they can make Federal dollars go further. The TIGER program is also
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funding a number of intermodal passenger transit facilities, which require extensive planning
among local and regional transportation providers and users, and may integrate funding from
multiple sources.

The Department also used the TIGER program to provide four “TIFIA Challenge Grants.” For
these four projects, major highway projects in Arkansas, Colorado, South Carolina and North
Carolina, the Department offered the applicant a $10 million grant, or the opportunity to use the
$10 million as budget authority to support a larger investment in the form of a TIFIA loan. For
the project sponsors, a TIFIA loan may be a unique opportunity to catalyze an innovative
financing strategy that had not previously been considered, or thought feasible.

For the Department, providing TIFIA Challenge Grants is a first step in a new direction. The
Department aims to get the best possible return out of each Federal investment it makes, and is
excited about the opportunity to proactively work with sponsors on major infrastructure projects
that demonstrate significant transportation benefits. The Department has many resources
available to support co-investment in these projects, including technical and professional staff
with relevant experience in innovative financing, and can help develop creative solutions for
getting projects done.

National Infrastructure Innovation and Finance Fund (I-Fund)

President Obama’s Budget for Fiscal Year 2011 provides $4 billion for the new I-Fund, which
would give the Department additional flexibility to support high-value projects of regional or
national significance. The I-Fund would allow the Department to select projects with
demonstrable merit from around the country and provide a variety of financial products — grants,
loans or a combination — to best fit a project’s needs.

The I-Fund signals a shift in the Federal Government’s model for transportation investment and
would allow the Department to expand on current practices in the TIFIA and TIGER programs
that encourage collaboration among, and co-investment by, non-Federal stakeholders, including
States, municipalities, and private partners.

Conclusion

The Federal Government has many programs that facilitate and encourage State, local and
private co-investment in transportation projects. Of particular note are the TIFIA program, the
TIGER Discretionary Grant program and the proposed National Infrastructure Innovation and
Finance Fund. These programs reflect an acknowledgement that the Federal Government needs
to take a more active role in supporting major transportation projects with targeted grants and
credit assistance.
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The Department’s experience over the last year with TIGER and TIFIA is that competitive
national programs facilitate creative and innovative approaches at the State and local level to
leverage substantial revenue for major transportation investments.

Thank you again for the opportunity to discuss these important matters. I would be pleased to
answer any questions you may have.



13

Environment and Public Works Committee
March 11, 2010 Hearing
Federal, State, and Local Partnerships to Accelerate Transportation Benefits

Follow-Up Questions for
Roy Kienitz, Under Secretary for Policy
U.S. Department of Transportation

Senator Barbara Boxer

QUESTION 1: I think we both recognize the need to strengthen the Department of
Transportation’s programs to better address proposals like Los Angeles' 30/10 initiative. What
are the best ways to help Los Angeles under existing programs, even if that assistance is not
comprehensive?

ANSWER:

Los Angeles should consider the following programs.

o The Transportation Infrastructure Finance and Innovation Act (TIFIA) credit
assistance program.

o The TIGER Infrastructure Investment (TIGER II) Discretionary Grant Program
Build America Bonds

o Private Activity Bonds, if part of the plan will be advanced though a private
developer

o The FTA New Starts Program

QUESTION 2: You mentioned in your testimony that project sponsors submitted 39 letters of
interest for almost $13 billion in TIFIA credit assistance for fiscal year 2010, but the program
only has approximately $110 million available annually. Based on such high demand, is this a
program this committee should consider expanding as part of its reauthorization efforts?

ANSWER:
s Yes.

¢ The DOT estimates, based on an historical average, that $110 million in budget authority
can support roughly $1.1 billion in credit assistance, meaning that the letters of interest
submitted for FY 2010 represent demand that is 12 times larger than this year’s supply of
budget authority.

¢ The demand for TIFIA credit assistance, as shown by the FY 2010 letters of interest,
demonstrates great State and local interest in project financings -~ specifically Federal
loans, loan guarantees, and lines of credit -- to deliver transportation infrastructure,

¢ The Administration’s FY 2011 Budget proposal addresses this demand by requesting $4
billion for the National Infrastructure Innovation and Finance Fund (I-Fund), which
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would provide Federal credit assistance as well as grants for meritorious projects of
regional and national significance.
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Senator Bernard Sanders

QUESTION 1: There has been a great deal of talk and interest, from the Administration and
from some Senators, about establishing a national infrastructure financing entity or program,
now known as the I-Fund. There have been concerns raised that such an entity would require a
good deal of federal general fund dollars but not directly benefit rural areas.

How would you design such a program to make sure it covered all of America, so that
communities not near a toll road or interstate project would benefit from that investment?

ANSWER:

e We are considering the inclusion of a range of credit assistance and grant programs under
the Infrastructure Investment Fund (I-Fund) such as the TIFIA program, the Railroad
Rehabilitation and Improvement Financing (RRIF) Program, the Private Activity Bond
Program and the New Starts Program.

o These programs would be able to finance programs in rural areas.

o Loans, including loans for projects in rural areas, would not be limited to toll road
projects. Loan payment mechanisms other than toll revenues, such as availability
payments, can be suitable for projects in rural areas.

QUESTION 2: Rep. Oberstar, in his transportation authorization bill, would create a new office
in the Department of Transportation to protect state and localities from bad privatization deals,
What would each of you recommend that the Congress do to make sure that communities are not
taken advantage of by the financing partner if it becomes generally allowable to partly privatize
infrastructure built with public money?

ANSWER:

« It might be useful to analyze the state of the practice for various privatization deals in a
systematic way.

e In general, States and communities are responsible entities well attuned to their financing
needs, constraints, and risk profiles. But it would be helpful to better disseminate lessons
learned from both good and bad deals so that States and localities can make informed
decisions.

¢ States and localities can, do, and should hire financial advisors to help them look after
their interests,

* Should Congress authorize the Department to establish the [- Fund, we believe that the
office that has responsibility for the [-Fund should have the capability to work with the
States to develop best practices for privatization transactions.
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Senator James. M. Inhofe

QUESTION 1: According to DOT, the maintenance backlog is over $600 billion and growing;
and I'm sure the re-authorization of SAFETEA won't come close to meeting this needed level of
funding. Given these overwhelming needs and limited resources, how do we get states to
increase their investments and bring more private capital to the table?

ANSWER:

» Programs like the TIGER Discretionary Grant Program, the Transportation Infrastructure
Finance and Innovation Act (TIFIA) credit assistance, and the Railroad Rehabilitation &
Improvement Financing (RRIF) Program can encourage greater leveraging of State, local
and private funding.

s States may wish to consider public-private partnerships to advance projects, working with
existing DOT programs that can work with public-private partnerships such as the TIFIA
credit assistance and private activity bonds.

» Finally States may wish to consider the implementation of livability and congestion
pricing projects, both of which can reduce future capital needs.

QUESTION 2: In an effort 1o leverage greater transportation, do you think we should consider
lowering the federal share for projects and also creating some type of mechanism to provide
additional funding to states that commit more of their resources to transportation investments
(such as creating a new formula factor or new incentive program)?

SWER:

o We had great success in leveraging investments from partners at all levels of government
and the private sector through the TIGER Discretionary Grant Program. The TIGER 11
Discretionary Grant Program will do the same.

» This model may be more effective in terms of encouraging leveraging than adjustments
to the federal share.

QUESTION 3: Clearly this Administration has made a habit of speaking very broadly about
their legislative priorities, looking to Congress to fill in the specifics. We heard from Secretary
LaHood last week that you plan to release principles in the next 90 days. Do you anticipate
sending up details on desired policies, funding levels, and financing mechanisms or will this be
more vague talk about livability and other broad undefined concepts?

ANSWER:

Secretary LaHood has committed to releasing principles for a reauthorization bill by early
summer in order to lay out a framework for reauthorization and engage in more substantive
conversations with our partners on Capitol Hill. We hope to use the time between now and the
end of the year, when the current extension of the surface transportation program runs out, to
make progress in developing long-term legislation.
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QUESTION 4: It appears that one of the Administration's major transportation goals is the
creation of a national infrastructure bank, separate from the traditional highway program, which
would be funded by general treasury revenues. What does your proposal for such a transportation
fund bring to the table that would not be accomplished by an enlarged TIFIA program and larger
multi-modal discretionary programs?

ANSWER:

o The Administration has proposed a $4 billion National Infrastructure Innovation and
Finance Fund (I-Fund) in the FY 2011 Budget.

e The fund could include a variety of credit assistance programs such as TIFIA, RRIF, and
private activity bonds, as well as grant programs like the New Starts Program and the
TIGER Discretionary Grant Program.

e The fund would provide one-stop shopping to support high-value projects of regional or
national significance.

o Applicants would work with the I-fund to receive a coordinated financing package of
grants and loans, rather than working separately with program managers in several parts
of DOT.

QUESTION §: It has been almost 16 years since the federal-aid program authorized the use of
state infrastructure banks (SIBs), which enabled states to use federal funds to capitalize revolving
loan funds for transportation projects within each state. Since then only a handful of states have
taken advantage of this program. Why do you think this valuable tool has yet to catch on?

ANSWER:

» Although more than 30 states have established SIBs, extensive utilization of this tool has
been uneven. The most notably active States, such as Arizona, Florida, Ohio and Texas,
typically direct SIB assistance to relatively small projects that have assembled funds from
multiple sources. South Carolina has by far the largest SIB; its focus is on large projects.

» The lack of institutional acceptance among States, rather than any legislative obstacles,
appears to be the biggest challenge facing the increased utilization of SIBs. The DOT
seeks to facilitate the exchange of best practices, so that experienced States can share
successful examples of accelerated delivery of both highway and transit projects.

QUESTION 6: In your statement you indicate that one of your top priorities is to "help promote
more livable communities through sustainable surface transportation programs.” What exactly does
that mean? You mention that the benefits are "improved traffic flow, shorter trip lengths, reduced
vehicle-miles traveled, safer streets for pedestrians and cyclists, lower per-capita greenhouse gas
emissions, reduced dependence on fossil fuels.” But given our current revenue stream for
transportation, which depends on increased vehicle miles traveled and increased purchase of fuel,
vehicle miles traveled and discourage the increased purchase of fuel? Will you be submitting a
proposal for a new funding mechanism that is not tied to fuel use?
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ANSWER:

One of Department of Transportation’s top priorities is to encourage the implementation of
livable communities. A livable community is defined as an area with multiple modes of
transportation, different types of housing, and destinations located close to homes. In many
cases, that is simply a matter of getting the federal government out of the way of local priorities.

It is general knowledge that the funding system for transportation faces great challenges and
needs reform. Our current program relies on funding through the gas tax and the Senator,
rightfully, points out the paradoxical situation in which we find ourselves, where congestion
relief and system efficiencies are good for the American people but bad for our budget. But
certainly, the solution is not to keep people bottled up in traffic or traveling further to meet their
daily needs. One thing that has become clear through the experiences of communities that have
focused on livability is that it saves money. The comprehensive planning undertaken in Salt Lake
City, Utah saved the region$4.5 billion over 10 years.

This is an issue that will be addressed in our principles for reauthorization.

UESTION 7: The DOT published clarifying language in the Federal Register on December
3™ with new statutory selection criteria that will now be used to evaluate potential projects
considered for TIFIA financing. A component of this new criterion is the clarification in the
“environmental” criteria which now requires an evaluation of a project’s sustainability and
elements that achieve a state of good repair. In addition, DOT also clarified the National and
Regional significance criterion to include a consideration of livability, economic
competitiveness, and safety. Would you please answer the following questions in reference to
these changes:

ANSWER:

o The TIFIA statute [23 USC 602(b)] directs the Secretary to establish criteria for selecting
among projects applying for TIFIA credit assistance. The statute also describes eight
criteria that must be considered.

¢ The December 3 Notice of Funding Availability (NOFA) explains how the DOT will
interpret the eight statutory criteria, indicating our desire to give priority to projects that
have a significant impact on desirable long-term outcomes for the Nation, a metropolitan
area, or a region.

o  While the NOFA provides guidance as to how DOT will interpret the TIFIA selection
criteria, the criteria themselves have not been changed. Both the criteria and the
regulatory weights assigned to each criterion remain the same.

The following seven questions and answers address specific issues regarding the TIFIA selection
criteria clarifications announced in the December 3 NOFA.
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QUESTION 8: Does DOT have a definition of sustainability, state of good repair, and
livability as it pertains to the clarifications of the two general criteria areas of environment and
National and regional significance? If so, can you piease provide those definitions?

ANSWER:

o Characteristics of sustainability included: improving energy efficiency, reducing
dependence on oil, reducing greenhouse gas emissions, and reducing other transportation-
related impacts on ecosystems.

e Characteristics of state of good repair include: improving the condition of existing
transportation facilities and systems, with particular emphasis on projects that minimize
lifecycle costs and use environmentally sustainable practices and materials.

Livability will be a specific consideration (as will economic competitiveness and safety) with
which to evaluate the extent to which the project is nationally or regionally significant, in terms
of generating economic benefits, supporting international commerce, or otherwise enhancing the
national transportation system. Characteristics of livability include: providing transportation
options that are linked with housing and commercial development to improve the economic
opportunities and quality of life for people in communities across the United States.

QUESTION 9: Can you please explain the difference between "livability” and FTA's definition of
Transit Oriented Development?

ANSWER:

Transit-Oriented Development (TOD) refers to the development of real property near public
transportation to improve accessibility. TOD refers to neighborhood-scale, compact, mixed-use
development within walking distance of public transportation and is a key element of livable and
sustainable communities.

Livability is how a community is designed — including the layout of the roads, transit systems,
bikeways, and walkways — which has a huge impact on the quality of life of its residents. A
livable community is one with multiple transportation choices, different types of housing, and
destinations located within an easy distance of homes, In many communities — especially in
rural regions — there may be no transit, but accessibility to a number of destinations and having
multiple forms of transportation with which to get there will enrich the livability of the area.

QUESTION 10: Can you please provide a list of projects, as examples, that were chosen by
DOT in the last (5) years for TIFIA financing, that would have received a lower score for not
meeting the following new criterion: sustainability and livability?
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ANSWER:

o The projects that submitted FY 2010 letters of interest will form a unique cohort. The
projects within this cohort will be evaluated against each other, rather than an ideal
standard.

» Given our previous experience with TIFIA project selection, the DOT expects that few if
any projects will score highly on all the selection criteria.

o  Other than creditworthiness, a low score on any individual criterion will not preclude a
project selection, nor has it ever prevented previous projects from being selected for
TIFIA credit assistance.

QUESTION 11: Within the general criterion of National and regional significance, what
objective criteria will be used to calculate the benefits and weights of livability, economic
competitiveness, and safety?

ANSWER:

» As noted above, the projects that submitted FY 2010 letters of interest will form a unique
group. The projects within this group will be evaluated against each other, rather than
against an ideal standard.

s To perform this evaluation, DOT staff will identify the project within the group that best
satisfies the specific objective, and then rate the remaining projects relative to this leading
example. It is therefore difficult to provide a specific list of criteria that a project must
include in order to score well, but generally:

o To score well on livability, projects will need to provide transportation options
that are linked with housing and commercial development.

o Projects that score well on economic competitiveness will improve the long-term
efficiency and reliability in the movement of people and goods.

o A good safety project will improve the safety of U.S. transportation facilities and
systems and the communities and populations they impact.

QUESTION 12: Within the general criteria of the extent to which a project helps maintain or
protect the environment, what objective criteria will be used to calculate the benefits and weights
of sustainability and achieving a state of good repair?
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ANSWER:

¢ As noted above, the projects that submitted FY 2010 letters of interest will form a unique
group. The projects within this group will be evaluated against each other, rather than
against an ideal standard.

¢ As noted above, DOT staff will identify the project within the group that best exemplifies
the specific objective, and then rate the remaining projects relative to this leading
example. It is therefore difficult to provide a specific list of criteria that a project must
include in order to score well, but generally:

o To score well on sustainability the project will need to improve energy efficiency,
reduce dependence on oil, reduce greenhouse gas emissions, and reduce other
transportation-related impacts on ecosystems.

o Projects that score well on achieving a state of good repair will improve the
condition of existing transportation facilities and systems, with particular emphasis on
minimizing lifecycle costs and using environmentally sustainable practices and materials.

QUESTION 13: Can you please further explain how the term state of good repair qualifies as
an element of explicit consideration for a project that helps maintain or protect the environment?

ANSWER:

® As stated in the NOF A and noted above, state of good repair will be a specific
consideration with which to evaluate the extent the project helps maintain or protect the
environment.

o Characteristics of state of good repair include: improving the condition of existing
transportation facilities and systems, with particular emphasis on projects that
minimize lifecycle costs and use environmentally sustainable practices and materials.

e Deteriorating transportation assets often impose environmental costs, both directly and
indirectly. For example, a bridge in poor condition may be subject to traffic restrictions
that reduce its capacity and require diversion to less appropriate routes. An unreliable
transit system may lose ridership to less environmentally-friendly modes.

QUESTION 14: Within the general criteria of the extent to which a project helps maintain or
protect the environment, can you please explain how the addition of the term state of good repair
is considered a clarification to criteria that has been used in environmental impacts analysis for
past TIFIA applicants?

ANSWER:
Although the DOT did not expressly consider the state of good repair in previous TIFIA

evaluations, the concept is embedded within every evaluation of environmental maintenance and
protection,
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A fundamental point of departure for any environmental analysis is the “no build” alternative,
which posits that the least environmental impact would come from maintaining the current
system without expansion. Explicit consideration of state of good repair acknowledges this
position, and previous TIFIA projects have exemplified it.

o The Washington Metropolitan Area Transportation Agency (WMATA) Capital
Improvement Program (CIP), which received a $600 million TIFIA loan guarantee,
provided a mid-life refurbishment of the long-term assets that form the backbone of this
transit system.

o The Replacement of the Cooper River Bridges, for which the South Carolina DOT
received a $215 million TIFIA loan, provided Charleston with a new long-term asset that
maintained a crossing over the city’s harbor. It replaced two severely deteriorated and
increasingly unsafe structures.

DOT strongly believes that maintenance of our existing infrastructure is every bit as vital as its
expansion, and that TIFIA credit assistance should be a tool for achieving this objective.
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Senator George R. Veinovich

QUESTION 1: Last week, Secretary LaHood said that the Administration plans to release
principles in the next 90 days. When do you anticipate sending the EPW Committee details on
desired policies, funding levels, and financing mechanisms for the next reauthorization bill?

ANSWER:

Secretary LaHood has committed to releasing principles for a reauthorization bill by early
summer in order to lay out a framework for reauthorization and engage in more substantive
conversations with our partners on Capitol Hill. We hope to use the time between now and the
end of the year, when the current extension of the surface transportation program runs out, to
make progress in developing long-term legislation.

QUESTION 2: In terms of allocating resources, | have heard from my municipalities and other
members, that flexibility is needed for states and localities? What do you recommend?
What type of performance measures should we use to hold them accountable?

ANSWER:

Under the TIGER program, we were able to offer unprecedented flexibility in terms of funding
projects that are difficult to fund under our current program and in encouraging multi-
Jurisdictional cooperation and public-private partnerships. It may be a model for breaking down
silos and offering greater flexibility. We will be examining these issues as we prepare
reauthorization principles.

QUESTION 3: Currently, MPOs only make programming decisions for STP funds. Does it
make sense to give MPOs more programming authority for other federal highway programs?

ANSWER:

It is important to clarify the programming process under current authority. Metropolitan Planning
Organizations (MPOs), in cooperation with States and transit agencies, make the initial decisions
to program projects involving all categories of 23 U.S.C and 49 U.S.C. Chapter 53 funds into the
Transportation Improvement Programs (TIPs). The MPOs, in cooperation with the State(s) and
any affected public transportation operator(s), develop a TIP for the metropolitan planning area.
The TIP must be approved by the MPO and the Governor.

Once listed in the approved TIP, projects are selected for funding award by a process that varies
with metropolitan area size. In metropolitan areas not designated as Transportation Management
Areas (TMAs) with less than 200K population, projects programmed to use title 23 USC funds
or funds under title 49 USC Chapter 53 are selected for implementation by the State and/or the
public transportation operator(s) in cooperation with the MPO from the approved metropolitan
TIP (except for Federal Lands Highway program projects). In metropolitan areas designated as
TMA’s (more than 200K population), all 23 U.S.C. and 49 U.S.C. Chapter 53 funded projects
(excluding projects on the National Highway System (NHS) and projects funded under the
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Bridge, Interstate Maintenance, and Federal Lands Highway programs) are selected for
implementation by the MPO in consultation with the State and public transportation operator(s)
from the approved TIP and in accordance with the priorities in the approved TIP. Projects on the
NHS and projects funded under the Bridge and Interstate maintenance programs are selected by
the State in cooperation with the MPO, from the approved TIP.

In the TIGER program, MPOs, cities, counties, States and other entities all competed for funding
and often submitted applications jointly. This may be one of the ways to encourage innovation
and inter-jurisdictional cooperation. We will be examining this issue as we prepare
reauthorization principles.

QUESTION 4: Can you elaborate on Department of Transportation's view of the federal-
regional- local partnership, specifically on the role of local elected officials?

ANSWER:

In the TIGER program, applicants that had demonstrated high levels of partnership with
neighboring communities, regional bodies, States, and Federal partners received preference.
Furthermore, TIGER gave local elected officials the chance to put forth their innovative ideas
and compete directly for Federal funds. Through programs like this, the Department can
encourage and support such innovation, leadership and cooperation.

QUESTION §: Given this Administration's policy objectives place a heavy emphasis on local
implementation, how are you prepared to support our communities through the MPO process?

SWER:

The MPO and emerging Regional Planning Organization (RPO) processes can be utilized to look
at how people and good move without regard 1o artificial jurisdictional boundaries. At the same
time, such comprehensive, regional analysis can be complex and difficult to fund. To assist in
addressing these challenges, the President’s FY 2011 budget includes a request for $200 million
for capacity building in transportation planning agencies at all levels. This funding would be
available to support better data collection, transportation demand model upgrades, and other
tools that are important to understanding the interaction between transportation, economic
development, housing and other infrastructure investments and needs. In coordination with the
$150 million for regional planning requested for HUD’s Office of Sustainable Communities,
these can be powerful tools for supporting community investment at a time when funding for
such activities is very hard to find.

QUESTION 6: 1 have heard Secretary LaHood discuss livability as a priority of the
Administration. Can you provide me with a definition for livability? And, how do you suggest
that we pay for this new priority?

ANSWER:
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A livable community is one with multiple transportation choices, different types of housing, and
destinations located within an easy distance of homes. This accessibility to a number of
destinations improves quality of life while lowering cost of living.

We pay for failing to address livability and the interaction between various Federal infrastructure
programs. By increasing capacity of regional governments to do comprehensive planning, we
will be saving the highway trust fund billions of dollars - much like the way comprehensive
planning by Envision Utah saved $4.5 billion in avoided infrastructure costs over 10 years for
them. To forego an investment in communities that will yield this type of financial savings over
time would be shortsighted and fiscally irresponsible.
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Senator David Vitter

QUESTION 1: Please discuss some of the challenges the Department of Transportation is
facing in enhancing current partnerships with states?

ANSWER:

The Department faces the challenge of limited State and local funding for transportation to
leverage Federal funding as well as limited capacity for the sort of comprehensive planning and
benefit-cost analysis that result in better investment choices and make them more competitive in
grant programs like TIGER.

To assist in addressing these challenges, the President’s FY 2011 budget includes a request for
$200 million for capacity building in transportation planning agencies at all levels. This funding
would be available to support better data collection, transportation demand model upgrades, and
other tools that are important to understanding the interaction between transportation, economic
development, housing and other infrastructure investments and needs. In coordination with the
$150 million for regional planning requested for HUD’s Office of Sustainable Communities,
these can be powerful tools for supporting community investment at a time when funding for
such activities is very hard to find.

QUESTION 2: How are the current challenges with state budgets and the economy affecting
DOT programs?

ANSWER:

In general, State and local governments have been able to come up with necessary funding to
match Federal transportation programs including funding under the Recovery Act. In the case of
TIGER Discretionary Grants, the degree of non-Federal funding was one of the important factors
that made projects more competitive.

Additionally, great savings can be found through strong comprehensive regional planning, good
data and modern transportation demand models. However, these are often the most difficult
things to fund during budget crises. The Department is trying to address this through its FY
2011 budget proposal for $200 million in grants for capacity building at transportation agencies.



27

Senator BOXER. Well, I just want to thank you for that, because
you are such a positive person, and you are giving us some hope
here that we can get started as we work on this longer-term project
of the reauthorization.

I know Senator Lautenberg would like to make an opening state-
ment. It would be appropriate now if you would like to do that.

OPENING STATEMENT OF HON. FRANK R. LAUTENBERG,
U.S. SENATOR FROM THE STATE OF NEW JERSEY

Senator LAUTENBERG. Thank you. I appreciate it, Madam Chair-
man. And my Republican colleague, who will be missed when he
leaves here, I am glad to share the hearing with him.

Forgive me for a moment, Madam Chairman. This is kind of mo-
mentous for me because I had kind of a health siege, and things
worked out very, very well, and just as an indication of support
from my team, David Gardner and two other members of my staff
shaved their heads as I lose my hair. So it is solidarity all the way,
and I thank you for the opportunity to get personal for a minute,
personal and up front, by the way.

Madam Chairman, my home State of New Jersey is situated at
the crossroads of some of the most traveled paths for moving people
and goods in the country—the New Jersey Turnpike, the Garden
State Parkway, the northeast rail corridor, plus a major seaport
and airport—and there is no doubt that transportation is the life
blood of my State and our country.

Our transit system is the largest statewide transit system in the
country, our workers are the third highest users of public transpor-
tation in the country, and the George Washington Bridge, which
connects our State to New York, is the busiest crossing in the
world. I think there is a poll that exists that says how long will
you have to wait to cross this incredible bridge. It is just an indica-
tion of what it is that we need to do with our transportation sys-
tem.

This hearing is critical because of the focus on the essentiality
of Federal, regional, and State partnerships joining together. And
if we really want to do more than fill potholes and fix traffic lights
and actually tackle the enormous transportation challenges we
face, we have no choice. We have to work together.

Right now the construction of a brand new tunnel under the
Hudson River is moving forward in New Jersey. It is the largest
transit project in the country, and it came to life because the Port
Authority of New York and New Jersey, and local, State, and na-
tional leaders joined forces and created a plan to cut traffic, reduce
pollution, and put people to work. When the tunnel is finished, it
will take 22,000 cars a day off the roads. What is more, when com-
pleted this tunnel will create 44,000 new jobs—permanent jobs. In
the meantime work on the tunnel will generate 6,000 construction
jobs a year. We are ready to go to work.

The Hudson River tunnel is a terrific example of what can be ac-
complished when we all work together, and it should be a model
for future transportation investments.

But as important as these partnerships are, they are not a sub-
stitute for a national transportation policy, and that is why Senator
Rockefeller and I have introduced the bill that moves us into a new
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direction. Our bill establishes clear, measurable goals for our na-
tional transportation system. This national policy will pave the way
so that we can ease traffic, save lives, break our dependence on for-
eign oil, help clean the environment, repair our crumbling infra-
structure, and build the cutting edge transportation systems of the
future. That is a win-win-win-win.

The truth is we have to get beyond the status quo. Simply build-
ing more highways—while critical—will not solve our Nation’s
transportation problems. It will not make us more competitive, and
it will not prepare us for the economy of the future. We have to
make substantial investments in mass transit, passenger rail and
high speed rail. At the same time, we also must modernize and ex-
pand our freight rail service.

I want to thank the witnesses, Madam Chairman, for coming
today. I look forward to hearing their views, and we listen with in-
terest to Mr. Kienitz on how we can work together to rebuild our
country, expand our economy, and create jobs, and I thank you
very much.

Senator BOXER. Thank you so much, Senator Lautenberg. We are
so glad to see you.

Senator Inhofe.

OPENING STATEMENT OF HON. JAMES M. INHOFE,
U.S. SENATOR FROM THE STATE OF OKLAHOMA

Senator INHOFE. Thank you, Madam Chairman.

The members of the Committee know this, but some in the room
may not, there is a conspiracy going on, actually. It is between the
Armed Services Committee and this Committee. Because every
time we have a hearing I find I have to be down there, and I am
second ranking on that. So I apologize for that because this is so
significant.

I believe our Federal infrastructure spending is one of our very
primary concerns, second only to defending America. That is just
my personal feeling. Given our enormous needs, however, it is just
difficult to imagine that the next highway bill could ever meet all
of them if we follow the traditional way.

I remember how successful we were, Madam Chairman, back in
2005, and yet what we passed didn’t really even maintain what we
had already.

SAFETEA was a 38 percent increase over TEA-21 and was one
of the largest non-defense spending measures ever passed. But as
I have often said, it wasn’t enough money to even maintain the ex-
isting roads and bridges, let alone improve them. We can’t expect
to spend our way out of this crisis with Federal dollars alone; we
need a true public-private partnership if we are going to accom-
plish something, and that is the reason that we are having this
hearing today.

One of the most frequently discussed ways to leverage non-Fed-
eral investment is through public-private partnerships and with
the State and local governments entering into an agreement to
transfer risks to the private sector and raise private capital. This
is a way to unleash an enormous amount of private money, espe-
cially from pension funds. Investors are attracted to private-public
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partnerships because they offer stability over long periods of time,
often 75 or 95 years.

I must point out that although these long-term concession agree-
ments can work, as evidenced by the Indiana toll road, there are
many different applications of these partnerships that we are just
beginning to understand. We can no longer overlook this financing
source to help address our problem.

So, in addition to the private sector playing an active role in a
project, there are always Federal Government ways that we can
lower borrowing costs. These include capitalizing State infrastruc-
ture banks, increasing opportunities for bonding, and Federal loan
programs.

So we have tried some things that have worked to varying de-
grees in States like Indiana and Virginia and Texas, and I think
we need to. We recognized this problem back in 2005 when we did
our reauthorization bill, so we had a commission that was formed
to explore all these other opportunities. I wasn’t satisfied with the
product that came out of it, but perhaps from this point forward
we can find something better. We are going to have to do some-
thing about our crumbling infrastructure in America, and particu-
larly in Oklahoma.

[The prepared statement of Senator Inhofe follows:]

STATEMENT OF HON. JAMES M. INHOFE,
U.S. SENATOR FROM THE STATE OF OKLAHOMA

I believe in Federal infrastructure spending and see it as one of the primary pur-
poses of Government. Given our enormous needs, however, it is difficult to imagine
that the next highway bill could ever meet all of them if we follow the traditional
way of paying for transportation. According to the Administration, our backlog of
deferred road and bridge maintenance is $600 billion and growing. Clearly, we need
to think about how we can do things differently. Not only do we need to get the
most for our Federal highway dollar, but we also need to encourage State and local
governments and the private sector to invest as much as possible in roads and
bridges.

SAFETEA was a 38 percent increase over TEA-21 and was one of the largest non-
defense spending measures ever passed. But as I've often said, it wasn’t enough
money to even maintain our existing roads and bridges—let alone improve them. We
can’t expect to spend our way out of this crisis with Federal dollars alone; we need
a true public-private partnership if we are going to accomplish what needs to be
done.

One of the most frequently discussed ways to leverage non-Federal investment is
through public-private partnerships, or PPPs. With PPPs, State or local govern-
ments enter into an agreement to transfer risks to the private sector and raise pri-
vate capital. This is a way to unleash an enormous amount of private money, espe-
cially from pension funds. Investors are attracted to PPPs because they offer sta-
bility over long periods—often 75 or 95 years. I must point out that although these
long-term concession agreements can work, as evidenced by the Indiana Toll road,
there are many different applications for PPPs that we are just beginning to under-
stand. We can no longer overlook this financing source to help address our infra-
structure funding shortfall.

In addition to the private sector playing an active role in a project, there are ways
the Federal Government can lower borrowing costs. These include capitalizing State
infrastructure banks, increasing opportunities for bonding, and Federal loan pro-
grams, such as those made possible by the Transportation Infrastructure Finance
and Innovation Act (“TIFIA”) program. To date, all of these have been initiated at
the State or local level.

I am interested in hearing from our witnesses today on how changing the struc-
ture of the Federal program can encourage more transportation investment at the
State and local level.

I look forward to the testimony.
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Senator BOXER. Senator, you know, as we often say, this is one
area where we really see eye to eye, and that bodes well for the
country, and I think we can all unite around this notion that a
great country needs a great infrastructure.

Now, Mr. Under Secretary, again, I appreciate your testimony
very much, it is a can-do type of testimony; it is not we can’t do
this and we mustn’t do that. So I really appreciate your laying out
the programs that exist today that could leverage the funds. As
Senator Inhofe said, that is crucial here.

Now, here we have a confluence of interesting issues. We have
Los Angeles County, whose people voted to tax themselves, and it
is a 30-year program, 30-year program of $40 billion. So that is
done, and those funds will come in. And as the mayor will so elo-
quently testify, these projects are needed much sooner than 30
years from now. So how do we work together, given that that
source of funding is real? As we say, we can take it to the bank,
to the infrastructure bank because it is real.

Then the other issues are, as Senator Voinovich said, we are at
a time now where the costs have gone way down due to the reces-
sion and for bad reasons. You know, the construction industry is
hurting, so the costs are coming in—how much did you say, Sen-
ator Voinovich, how much lower are some of the costs coming in?

Senator VOINOVICH. Ten to 12 percent.

Senator BOXER. Ten to 12 percent. So it would be foolish that we
have this opportunity now to save these funds, that we just didn’t
speed up this whole idea.

And by the way Los Angeles is now what we are talking about,
but I think this is an issue for Oklahoma and everywhere else.
Where the locals or the private sector are willing to come up to the
plate we ought to have a way to accelerate it; Federal Government
gets paid back.

I wanted to just probe on the current programs, because you said
that TIFIA will lend a third of the cost of the project and that the
problem with it is that it is not funded at a high enough level.
What is the funding of TIFIA?

Mr. KIENITZ. I believe the annual appropriation has been in the
$100 million to $200 million range. Now, what that covers is the
subsidy cost, as we call it, so you figure you can offer assistance
that is 8, 10, 12 times that amount.

Senator BOXER. Good. In other words, it scores at $100 million
to $200 million, but in essence it is much more than that.

Mr. KIENITZ. A billion, billion and a half, depending on the qual-
ity of the repayments that are pledged.

Senator BOXER. OK. So that is a program that essentially allows
for a billion to a billion and a half loans for specific projects, which,
by the way, I think is fine. I mean, they know what they want to
do, and they have specific projects. We are not going to give money
for some non-specific project.

Mr. KIENITZ. Right.

Senator BOXER. I don’t think I could go home and support that.
So that is a program where—let me just ask you this. If we were
to simply just—I don’t know what it is authorized at.

Do you know, Bettina, what it is authorized at, TIFIA?
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If we were able to authorize it at a higher level and fund it at
a higher level, theoretically, would we be able to take care of Los
Angeles? Let’s just say we are able to fund it way up.

Mr. KiENITZ. Right. I would say, as a matter of theory, yes. What
has happened is that the tightening of credit markets in the last
2 years has led to a huge spike in demand for TIFIA resources.
TIFIA used to be a program where they would provide $100 million
or $200 million a year in authority, and we were lucky if, any given
year, that was actually used, and there were lots of carryover
funds. Now that the municipal bond market and other private mar-
kets are tight, we have recently sent out a solicitation for possible
interest for TIFIA loans in 2010, and a huge number of people have
responded to that.

Senator BOXER. Right. But that is why I am saying if we were
able to dramatically increases the funding——

Mr. KIENITZ. Yes.

Senator BOXER [continuing]. Given the situation, or to say if a
local government, a State government came to us with a plan for
private sector involvement, local government involvement, State
government involvement—I mean, I am a person who doesn’t like
to have to write new laws if we have laws on the books. So I am
just pressing you. Assuming that we were able to fund TIFIA at
an appropriate level, which we will leave what that is later, would
that law give Los Angeles what it needed, assuming we could make
these loans a third of the cost of the project? Would that go a long
way to solving the problem?

Mr. KiENITZ. The answer is yes, with some asterisks. The aster-
isks are it is only legally allowable up to a third of the cost, so if
they have a $3 billion project, we could loan them $1 billion; where
the other two billion comes from is an issue. The second is that the
process by which you determine the interest rate on a TIFIA loan
is a well described process. I don’t know that it could get the num-
ber down to low enough for what you are looking at or not, but
there are a lot of market conditions that go into that.

Senator BOXER. Is the loan rate a market rate from the Federal
Government, or is it lower than a market?

Mr. KIENITZ. It is based on a Treasury rate, so it is generally al-
most always much better than you can get in the private market.

Senator BOXER. Right now the Treasury coupon is what?

Mr. KiENITZ. I don’t know.

Senator BOXER. It is low.

Mr. KiENITZ. Low. Two. Under two, I think.

Senator BOXER. Which is another interesting issue.

Well, I am going to come back for a second round and ask you
about the TIGER grant program that you mentioned and the Na-
tional Infrastructure Fund, but my time has run out, so I will turn
to Senator Inhofe.

Senator INHOFE. Thank you, Madam Chairman.

Again, I apologize for not being here when you gave your state-
ment; however, we have read it.

Well, we know the problem. We talked about the fact there is
about $600 billion out there, and it is growing every day in terms
of just maintenance backlog that we have, and we have to do some-
thing about it. Some things are not much fun to talk about, but in
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looking at some of the options, some have proposed changing the
formula, maybe lowering the Federal—did you talk about that in
your opening statement? Is that something you want to talk about,
changing the formula, in order to accomplish more of these
projects?

Mr. KieNITZ. This is the match rate for Federal—

Senator INHOFE. Yes.

Mr. KIENITZ. It is not something I have certainly discussed. I
know it has been much discussed over many years here. Many
States already provide much more local funding than the require-
ment is, so California and New York, Illinois, big States like that,
are already probably doing their highway programs at 50/50. An in-
dividual project might legally be at 80/20, but they have way more
State funds that they are using.

The issue there becomes the States without a lot of their own re-
sources, and I know just from my time here that Montana, Wyo-
ming, Idaho, South Dakota, States like that are the ones that tend
to particularly resist that because they have much less in the way
of local revenue to make that higher match.

Senator INHOFE. Yes. Well, you know, we talk—when the Sen-
ator from Minnesota is here, she talks about the horrible thing that
happened, the bridge up there.

I would suggest, Madam Chairman, that—and I am reading now
from 2004—a football size piece of concrete fell from a bridge and
crashed through Yvonne Osborne’s windshield. This was in Okla-
homa City, I-35. A mother of two, and she died. I mean, this is not
just a matter of convenience; it is a matter of life and death. And
I am not very proud that we have a record, from indications that
I have seen, in my State of Oklahoma we are dead last in the con-
dition of our bridges, and yet we have I think one of the most qual-
ity secretaries of transportation of any of the States. We talk on al-
most a daily basis over doing something about this.

I understand that—and I don’t know much about it, but very
broadly speaking I heard Secretary LaHood, who is one of my best
friends I have served with in the House, talked about that you plan
to release the principals in the next 90 days. Now, I don’t know
what we are talking about here. Can you enlighten me as to what
principals will be released in the next 90 days?

Mr. KiENITZ. I don’t think I can. That is something that we are
actively discussing internally to try to make sure we are on the
timetable that you all are on, to the degree that we can be. So, un-
fortunately I don’t really have anything to offer.

Senator INHOFE. These principals, are these principals going to
relate to funding mechanisms like the subject of this hearing?

Mr. KIENITZ. I am not sure that has been finally determined.

Senator INHOFE. OK, it has been 16 years since the Federal aid
program authorized the use of State infrastructure banks, which
enables the States to use Federal funds to capitalize revolving loan
funds and so forth. Now, since then only a handful of States have
taken advantage of this program, and I really wonder why. Why do
you think that is the case, that so few have—the program hasn’t
caught on. Why not?

Mr. KiENITZ. I actually have some experience with this program
when I worked in State government in Pennsylvania. Pennsylvania
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was one of the States that did establish this program. During my
time there, usage of that program was based entirely on demand,
and what we offered essentially was advance payments to local
governments or counties or other communities who had transpor-
tation projects they wanted to do quickly; they had revenue sources
coming in slowly over time, so they would agree to get the money
up front and then take their revenue and turn it back over to the
State infrastructure bank to eventually repay the amount.

The real issue was that the amount of ongoing funding available
to those project sponsors was so constrained it was a very difficult
thing for them to pledge future year money, because they needed
that future year money to take care of urgent needs ongoing or un-
derway. So our program was a few tens of millions of dollars. In
the course of a year we never turned anyone away, but when you
have to pay it back——

Senator INHOFE. That is my point. This has been available to ev-
eryone, and you haven’t turned them away. I think you have an-
swered it very well.

You deal probably more than we do with a lot of the private sec-
tor initiatives. We hear a lot of the problems with it; we hear a lot
of the misunderstandings by people, particularly in Texas—that is
where I zero in on—that don’t really understand it, and they don’t
think it will work. Of all the different programs that you have
heard, are there any that you have established in your mind that
are better types of partnership programs than any other that you
could share with us?

Mr. KieNITZ. Well, I think what has happened is actually there
has been an evolution over time. When this started out I think the
State of Indiana was probably the first one that did one of these
arrangements with the private sector, and since then the deals that
have been proposed in Pennsylvania—we proposed a lease of the
Pennsylvania Turnpike, which I worked on extensively—Texas,
other States, the contract between the government agency and the
private sector has grown a little bit more. Some lessons have been
learned. For example some of the original agreements included
what is called a non-compete clause. The government would be pro-
hibited contractually from going out and building a roadway within
a certain distance of the new privately leased roadway, and I think
in subsequent iterations people have said it is not appropriate to
tie the hands of government about what is or isn’t in the public in-
terest; government has a responsibility to undertake things in the
][O)ublic interest, and if that means building another road, then so

e it.

So there have been some other things like that that were con-
troversial in the early proposals that have been less so recently. I
would say the underlying issue of “are you turning over what ap-
pears to be a public asset to private management” is still controver-
sial. We were able to be very comfortable with it in the administra-
tion side in Pennsylvania; our legislature was not comfortable with
it and they did not approve that lease. But the amount of money
that deal could have yielded, for example, was really quite large
and could have done a huge amount of road repair, bridge repair,
and transit investment in the State.

Senator INHOFE. All right, thank you very much.
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Sorry about that.

Senator BOXER. No, that is fine, Senator.

Senator Lautenberg.

Senator LAUTENBERG. Mr. Kienitz, thank you for your testimony.
I want to get squarely to a question that we are looking for an-
swers on and that is the President’s budget includes $200 million
for the mass transit tunnel in New Jersey. The President also
prioritized the project for a full funding grant agreement. Does this
budget signify that the President and the Administration are fully
committed to building a new rail tunnel under the Hudson River?

Mr. KIENITZ. As you know, Senator, from extensive conversations
between yourself and Secretary LaHood, we have been, since many
months ago, and continue to be committed to keeping that project
moving forward as fast as possible. The amount of resources that
were committed earlier in the year and in the President’s budget
are designed precisely to make sure that it stays on track, because
as you know the usage of that facility, when eventually completed,
is going to be so terribly high it really competes very well under
any criteria.

The constraint we are under, is that the way that the New Starts
program works is you don’t put 100 percent funding, or even 100
percent of the Federal share up front. We try to enter into a plan
whereby slowly, over time, the Federal share of the project gets
paid, but it is year by year, and that can be quite a drawn out proc-
ess.

We have had many project sponsors in transit who get their full
agreement to go out to private banks and borrow to cash-flow the
project because the Federal funds come in so slowly, and that is
precisely because there are $20 billion and people wanting to tran-
sit New Start funds for every $2 billion of funds we have. So that
leads of a very long line out the door and a very slow payout. Hope-
fully, that is something that can be addressed in the reauthoriza-
tion process.

Senator LAUTENBERG. Well, I am sure you are fully aware of the
fact that somewhere over 60 percent of the funding is already com-
mitted for by the State and the Port Authority, so we are putting
our dollars where the pick and shovel should be. So reassurance
that we can continue, get what the Federal Government is com-
mitted to, and the full funding agreement is critical in this mo-
ment. There are lots of people armed with picks and shovels and
spirit and ready to go, and we have to give them the [unclear] to
say, OK, here you go.

Without funding for the transportation needs we provided in the
Recovery Act, unemployment rates would even be higher. As the
Senate debates the series of jobs bills, what might be the signifi-
cant contribution that additional investment in transportation in-
frastructure beyond just extending existing programs, what influ-
ence might that have on the job market?

Mr. KIENITZ. A very positive one, we hope. We have a lot of expe-
rience in the Recovery Act funding of getting that funding out the
door really as quickly as we could, more quickly than we did in the
underlying programs, and creating jobs. I think inevitably trans-
portation investment, if you are doing big projects, occurs over a
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couple of construction seasons, and that is what we are seeing with
the Recovery Act.

That said, this recovery is going to be a long one—that is what
all the experts say—so having something that lasts for two con-
struction seasons is probably what the country needs. The Admin-
istration I know is in dialogue with the House and Senate leader-
ship about potential future jobs bills and has certainly been a sup-
porter of additional infrastructure funding——

Senator LAUTENBERG. It is hard to imagine a more ready envi-
ronment than investments in transportation for jobs. I want to ask
you this. Funding for high speed rail in the Recovery Act, good
start, but our investment in high speed rail still lags way behind
other countries. In 2009 China invested $80 billion in high speed
rail, and we have seen huge investments by Germany and other
countries across the world in high speed rail. Last summer China
announced it plans to build 42 high speed rail lines by 2012.

Now, if we are going to compete with countries like China in the
international marketplace, shouldn’t the development of high speed
rail receive dedicated Federal funding just like our interstate high-
way system does?

Mr. KIENITZ. Obviously, as you know, Senator, this Administra-
tion is very interested in high speed rail, and the President has
made it a personal priority of his. That unfortunately has not led
us to solve the underlying resource limitation for high speed rail
any more than it has for the highway program or the transit pro-
gram. That is unfortunately a problem that spreads across the
breadth of all transportation investments.

So I think while we would agree entirely with your stated goal,
it is going to have to be a group effort to find the politically difficult
but necessary method of closing the gap so that all of the programs
can be on a stable——

Senator LAUTENBERG. Well, I think that this hearing suggests
ways of getting things done, including not only regional organiza-
tions, but the private sector as well.

Thanks very much, Madam Chairman.

Mr. KiENiTZ. Thank you, sir.

Senator BOXER. Thank you, Senator.

Senator Voinovich.

Senator VOINOVICH. The Administration originally took the posi-
tion that they did not want to see the reauthorization of the Sur-
face Transportation Act done this year and were very strong to say
we should extend it for 18 months. I hope it is clear to the Admin-
istration that we indeed are going to get the job done now, this
year.

And I think it is real important that you folks get to the table.
We are starting out with looking at the work that Jim Oberstar
has done to try to figure out where there is agreement, and then
from there we are going to get into the nitty-gritty on things. But
we are going to really need your participation; you have to be at
the table.

I want to underscore—and I had a chance to speak to the Presi-
dent about it—if you really want to do something about making an
impact in this country in terms of jobs, the reauthorization of this
bill, robustly funded, is going to have an enormous impact on jobs
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in this country. And as I mentioned in my opening statement it
give us this kind of 5-year continuity or confidence that something
is going to happen.

One of the big challenges of course is this issue of financing, and
you touched on some of the tools that are available in Ohio. We
were the first State to use the State infrastructure bank to get Port
Washington done down in the Cincinnati area, but I really would
like, for my benefit and for the members of this Committee, a very
good memorandum on the programs that are currently available,
how they work, some detail.

Now, you have scratched the surface; you couldn’t go into all the
detail, but I particularly would be interested in that. I may even
come over and talk to some of your folks. Then you mentioned in
your words that there were other tools that you would like to see,
and I would be very interested in those other tools.

Senator Inhofe mentioned some other things. There is tolling
that is going on. We had some people in from Texas that are using
pension funds, and they are borrowing from the pension funds, and
they do a toll, and then they repay the money to the pension. There
is a whole variety of things that are out there that we should be
looking at.

But I think that you have to recognize that all of these things
we are talking about are not going to be adequate and that we do
definitely need to have an increase in the gas tax. And the fact of
the matter is just about every group that I have talked to in the
last 8 months have basically said we will support an increase in
the gas tax.

Now, there is some concern about when that would happen, but
I would suggest that you go back—in fact, I will send you a memo-
randum on it—and look at what Drew Lewis did in 1982. At that
time I was mayor of Cleveland and going through the chairs with
the National League of Cities, and they really worked hard to get
all of the details worked out. They looked at the various financing
and then President Reagan supported a 5 cent increase in that gas
tax. I have to tell you something. If they hadn’t done that and come
up with an emergency jobs bill, we would have had a very, very
bad situation in this country.

So I think we have to look at all of this, but I think that you
and others have to recognize that all these other things that we
have, we are going to have to come up with the money. That is a
reality, and the sooner I think it sets in the better. And I think the
other thing I wanted to mention to you is that you have a chance
here to do something bipartisan, and I have to tell you something.

Think about this a little bit. We may not have anything else we
can do this year on a bipartisan basis; the health thing is blown.
God only knows where that is going. We have the climate change;
I am trying to work on that. That may blow up. But this is some-
thing that we could do all together.

The other thing that I think all of us need is to find out about
this infrastructure bank you are talking about. What part of the in-
frastructure bank anticipates things like the mayor might want to
do in terms of loans and how does that all work, or is it just across
the board in terms of loans to a bunch of things over in the Depart-
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ment of Energy and so on? But somebody has to look at the whole
big picture here and see what has to be done.

Now, Senator Lautenberg talked about high speed rail. Well, we
got $400 million. There is a big controversy in Ohio right now
about whether we can use that $400 million. Can the State really
use that money? Couldn’t we use that money for something else
that would make more of a difference? What are our priorities? Is
it more important to deal with what the mayor wants and our cit-
ies, and come up with a better transportation system?

Is it better for us to build that tunnel under the Hudson River
than it is to, say, take on high speed rail, which many of us know
is going to be a ton of money down the road? There has to be some
prioritization here. You can’t do it all; there are only so many as-
sets.

So I really would urge you to start to think about some of these
big picture things and get back to this Committee about what your
thoughts are and how this can be done. It is really important. It
is very important to the future of our country right now. We are
in a very, very fragile position. If we can get started with some of
these things, people have confidence in the future, we have a
chance of maybe turning this thing around and going in another
direction.

And I am sorry I didn’t ask you questions, but I really would like
you to respond to some of the things that I have talked about.

Mr. KIENITZ. Yes, certainly, Senator. I take your point entirely
about the long-term value to the country and to all of the needs
that we have discussed here today of getting a long-term bill, and
I saw with interest your statement that you issued after the pas-
sage of the recent jobs bill here in the Senate on cloture, and also
Senator Boxer has been very strong in her statements about trying
to proceed down a similar path this year. We are very aware of
that, as is the Secretary, and we hope to find a way to engage with
you that meets your objectives.

The Secretary has been fairly clear that during a period of deep
recession it was his view that it was not the right time to raise the
gas tax, but obviously we will have to work with everyone here
going forward to see what the choices are.

Senator BOXER. Well, let me just say Senator Voinovich has been
an extraordinary partner as we—because he was not thrilled with
the long-term extension; he wanted us to write the long bill this
year. I mean earlier, way earlier. And we are going to do it this
year. We are going to get it done before the end of the year.

And what we are going to do—Senator Inhofe is very strong on
this as well—is we are going to look at all the funding rec-
ommendations. It is up to Senator Baucus and Senator Carper,
who serves on Finance; they are going to find the way to do the
long-term funding. We are going to look at it all and forward every
good idea. But we are going to write a bill here, because Senator
Voinovich is right; it is going to lift people’s spirits up.

In my State—and I am sure it is true in other States—the con-
struction industry is flat on its back because of the housing crisis,
which has hit most of our States if not all. And construction jobs—
these are important good paying jobs; they can’t be exported. When
you build a road in Ohio or Delaware or California, when you run
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a transportation system, it is in America. So we have to get this
going.

What I am going to do now, instead of asking you more ques-
tions, because we want to get to the mayor—and I know Senator
Carper said he has questions for the next panel; he will be back—
is just say I would like to get your word. You have already said
yes to this, and Secretary LaHood is one of my favorite ever trans-
portation secretaries. I just want to get it on the record that you
will work with us

And Mayor, I think this is important for you to hear.

I want to get it on the record that you will work with us and
with the Secretary and with our staff to examine all the laws that
now you have IDed, which can be potentially helpful to Los Angeles
and other places where they have made a commitment either
through the ballot box or through the private sector. And from your
testimony it looks like it is TIFIA, it is the National Infrastructure
Fund, and it is the TIGER grant program. Can they make loans
through TIGER?

Mr. KIENITZ. Yes. One of the great features of TIGER is that it
can do either really in any amount.

Senator BOXER. Good.

Mr. KIENITZ. So even if we are unsuccessful in increasing appro-
priations for the TIFIA program, for example, the TIGER grants
recently announced actually were a $50 million increase in TIFIA
because those projects ended up being high priority. So TIFIA im-
mediately grew outside of the normal budget process. So that is one
other window.

Senator BOXER. OK. So I have your word that you will work with
us to help Los Angeles? Because I think if we could get a project
that is ready to go and build the confidence there and get it start-
ed, I think it would send a really great signal. So you will work
with us on this?

Mr. KieNITZ. Absolutely. You have my commitment and our com-
mitment.

Senator BOXER. Thank you. Thank you, Under Secretary. We
very much appreciate your testimony.

Mr. KiENITZ. Thank you. My pleasure.

Senator BOXER. And we are pleased now to call up our second
panel, Hon. Antonio Villaraigosa, Mayor, city of Los Angeles; Low-
ell Clary, Managing Partner, Clary Consulting, LLC; Mr. Max
Inman, Senior Advisor for Project Finance and Program Manage-
ment Initiatives, Mercator Advisors; and Ms. JayEtta Hecker, Di-
rector of Transportation Advocacy, Bipartisan Policy Center.

And we are going to begin with the mayor, and we are going to
go right down the row. And Mayor, we welcome you here. You have
been an ardent advocate for your city and for the same constituents
I represent, and I really appreciate it. And I am really happy you
are here today because I think your message to us is a good mes-
sage, so please proceed.

STATEMENT OF HON. ANTONIO R. VILLARAIGOSA, MAYOR,
CITY OF LOS ANGELES, CALIFORNIA

Mr. VILLARAIGOSA. Thank you, Madam Chair, for that introduc-
tion. But let me say how fortunate we are in the city and the coun-
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ty of Los Angeles and the State of California to have you as an ad-
vocate not just on the issue of transportation, the environment, the
many jobs related issues which are so important in these times,
and I want to thank you for inviting me here today.

Senator Voinovich, thank you for your remarks. Maybe it is be-
cause you are a former mayor, but clearly you know and under-
stand just how important this issue of infrastructure, particularly
in our cities and our metropolitan areas, is, not just to those areas,
but to the Nation. Your comments regarding the need for public-
private partnerships and innovative financing mechanisms are
music to my ears, so I want to thank you for your comments.

And Senator Carper, it is good to see you as well. I know that
Senator Inhofe and Senator Lautenberg had to go back to com-
mittee. As a former member of the California legislature and
speaker of the assembly, I can tell you I understand having to be
in two places at the same time.

I want to thank you for the opportunity to address you today.
Your leadership, support, and interest in transportation infrastruc-
ture are crucial to the future of the city. In hearing each of you
speak, all of you talked about this important issue of infrastruc-
ture, what it means for the economic vitality of America, its future,
and I can tell you that for me those words couldn’t be any truer.
Your focus on leveraging Federal investment comes at just the
right time.

As American cities continue to grow, we are struggling with traf-
fic congestion and air pollution. It makes life harder and more ex-
pensive for people. Congestion burdens our economy, increases the
cost of goods movement, and affects the mental and physical health
of our communities. So that you understand, we are the congestion
capital of the United States of America, and we move more goods
than any area in the United States of America. We move 44 per-
cent of all the seaborne goods that enter the United States through
our ports.

When you look at those ports, they generate jobs in every single
congressional district in the United States of America. At the same
time we are facing a staggering unemployment rate. In Los Angeles
the unemployment rate is at 14 percent, as high as 35 percent in
the construction trades. We believe there is a way to address both
issues head-on through an innovative, Federal-local partnership.

I already mentioned that we are famous for being the car capital
of the world. This also makes us the most congested city, with
some of the worst air quality in the country. But we are doing
something about that: we are investing in car pool lanes, in conges-
tion pricing, synchronizing our traffic signals, and most impor-
tantly investing in public transportation. Our current transit pro-
gram includes construction of 12 major new lines over the next 30
years. We will double the rail system in Los Angeles County. And
although I am the mayor of the city, I come here representing the
entire county, 10.5 million people.

These projects include an extension of our subway, the subway
to the sea that some have referred to; light rail lines in the
Crenshaw District, the San Gabriel Valley, and to Los Angeles
International Airport, the No. 1 destination airport and the fifth
busiest airport in the world. Our overall goal is to connect the com-
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munities where we live with the major job centers in the region.
As an example, this subway to the sea would connect the two larg-
est job centers in the State of California, downtown and the west
side. We need to get people where they need to go sustainably and
efficiently.

Building these 12 projects will create 166,000 high quality con-
struction jobs in a 10-year period; will create at least 2800 perma-
nent operating and maintenance jobs. I want to point out that
these are career jobs, jobs that can support a family. These projects
also will take 570,000 pounds of pollutants out of the air each year,
make our communities more sustainable and livable, and secure
our energy future by reducing our dependence on foreign oil.

Now, we can pursue such an aggressive and far reaching transit
program because of Measure R. Measure R was approved over-
whelmingly by 68 percent of the voters in Los Angeles County in
November 2008. We did that in the midst of an economic recession.
It is a 30-year half-cent transportation sales tax. It is also the third
transportation sales tax approved by our voters. Measure R alone
will generate $40 billion in new revenue and together with our
other three local sales taxes generate almost $2 billion a year for
the region, money that we are investing in transportation infra-
structure and the future of our region.

But the reason why we are here is we have a unique opportunity
to build our transit projects sooner; create the jobs and capture the
environmental benefits in the near future. We want to build our
transit projects in 10 years instead of 30. We call our accelerated
plan the 30/10 Initiative. It is 100 percent consistent with the Con-
sensus Transit program adopted locally and approved by our vot-
ers. It would accelerate our transit program; will save billions of
dollars, reducing the cost from $18.3 billion to $14.7 billion. Now,
we also believe that we can cut costs even further by taking advan-
tage of market conditions, public-private partnerships for design
and construction.

Now, right now we are working to identify a funding strategy to
build these projects sooner. We think we can meet most of our
funding needs by financing the project costs up front using tax ex-
empt bonds and by tapping, as was mentioned a few minutes ago,
Federal programs such as Build America bonds and TIFIA. These
two programs as well as the potential in National Infrastructure
Bank are all very good starting frameworks.

We are looking to expand our partnership with the Federal Gov-
ernment, a more aggressive Federal program of interest rate sub-
sidies, loan guarantees, direct loans, and/or innovative repayment
terms. This would help us build our program in 10 years and jump
start our region’s economic recovery.

I mentioned that I used to be speaker, and the reason why we
came up with this issue is because when I was speaker of the Cali-
fornia State Assembly localities would always come to the legisla-
ture and ask us for money, and I would always ask them, what are
you doing to invest in your infrastructure? It is nice to ask us for
money, but we don’t have unlimited pots of money.

Well, the same is true in the Federal Government. At a time
when the Senate just passed—and the House has approved—the
$15 billion jobs bill, we all know while that was a good starting
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point it is a long way from what we need to do right now to get
people back to work to make investments in our infrastructure pro-
gram that is so important.

This is not just L.A. coming with an empty hand; this is Los An-
geles coming with money in hand, approximately $40 billion, and
an offer for a Federal partnership with the other hand. And impor-
tantly—and I was very heartened to see all of the Senators make
comments—importantly, it is a template for what we ought to be
doing across the country.

I am Vice President of the U.S. Conference of Mayors, and one
of the things I am arguing with my colleagues, or advocating for,
I am saying, look, at a time of very limited resources at the Federal
level, with the deficit and the debt as high as it is today, we need
to think about innovative public-private partnerships and opportu-
nities for us to partner to leverage what localities are doing. It will
incentivize localities across the country to pass their own bonds
and/or funding efforts in the way that New Jersey has done, where
they are spending, I think Senator Lautenberg said, about 60 per-
cent of the money for that tunnel locally, and it will allow all of
us to accelerate the generation of jobs and the infrastructure that
we need.

So as we get closer to finalizing our funding strategy we look for-
ward to working with you to forge a new Federal-local partnership
that will create quality jobs, increase sustainability, and build liv-
able communities.

I want to thank you again, Madam Chair, for allowing me to be
here today. I took the red eye as I usually do when I come here.
I will be leaving in a couple hours back to Los Angeles. And if you
saw both the Washington Post article, the L.A. Times opinion arti-
cle in the opinion section, and the Wall Street Journal article, ev-
erybody is talking about what we are trying to do here. It is a tem-
plate for what we need to do in times when there is a limited
amount of Federal funds, an opportunity for us to partner in an in-
novative way.

Thank you very much.

[The prepared statement of Mr. Villaraigosa follows:]
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Thank you Chairman Boxer, Ranking Member Inhofe, and members of the committee
for the opportunity to address your committee at the “Federal, State and Local
Partnerships to Accelerate Transportation Benefits” hearing. Your focus on leveraging
federal investment and encouraging non-federal investment in transportation is
important and timely for the nation and for Los Angeles in particular.

Introduction

Los Angeles is the car capital of the world, with the traffic congestion and air quality to
prove it. Despite dramatic improvements in our air quality over the past four decades,
Los Angeles continues to have some of the dirtiest air in the U.S. And, according to the
Texas Transportation Institute, we continue to have the highest levels of traffic
congestion in the U.S. Angelenos spend an average of 70 extra hours each year stuck
in traffic. In total, we waste 367 miilion extra gallons of fuel and 485 million hours at an
estimated cost of $10.3 billion to our regional economy.

At the same time, we have invested heavily in our transportation infrastructure and
made progress in stemming the growth of traffic congestion. While most other major
U.S. cities have seen congestion grow since 1997 — even those with major transit
systems — Los Angeles’ congestion levels have remained constant despite population
increases.

We have done this by strategically expanding our car pool iane system, synchronizing
our traffic lights, and expanding our mass transit system. Our first rail line of the
modern era opened in 1990, connecting the City of Long Beach and downtown Los
Angeles. Since then, we have invested heavily in expanding our light rail, heavy rail,
and commuter rail systems. Concurrently, we have seen an explosion of rail ridership in
Los Angeles. From 1996 to 2008, overall rail trips increased 150%, with light rail
growing 90%, heavy rail growing 275% (after opening subway legs to Hollywood,
Universal City, and North Hollywood), and commuter rail growing 126%.

According to the 2008 National Transit Database Los Angeles ranks third in the nation
in total transit boardings (474 million), trailing only New York and Chicago. We also are
ranked tenth in rail boardings. And our growing heavy rail system (subway) is top in the
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U.S. in passengers per hour (“Unlinked Passenger Trips per Vehicle Revenue Hour”),
beating out both New York and Chicago. These data suggest that there is there is a
market for rail transit in Los Angeles. At the same time, we have continued to invest in
our bus system, innovating new “Rapid Bus” service, building a 14-mile bus rapid transit
project {Orange Line), operating the largest clean fuel bus system in the U.S., and
winning the 2006 American Public Transportation Association’s best large transit
operator award.

Transit is the Future in Los Angeles

Pubiic transit plays a vital role in cities, relieving traffic congestion, improving air quality,
and providing lifeline service to the transit dependent so that they have access to full
range of opportunities they need to prosper, from jobs and shopping to medical
services, education, and recreation. Butin cities like Los Angeles, we are essentiaily
built out. There is little undeveloped land beyond our parks and clearly there is no room
to build new freeways to ease traffic without ripping out neighborhoods wholesale,
which | strongly oppose.

When 1 ran for mayor of Los Angeles in 2001 and again in 2005 (when | was elected), a
cornerstone of my platform was making our city and our region more sustainable. A key
part of building sustainable communities is investing in clean rail transit. | argued then
and continue to believe today that Los Angeles needs a greatly expanded rail system to
remain competitive in the 21st century and if we are to grow into a truly sustainable
metropolis made up of livable communities.

Therefore, we are investing heavily in transit, retrofitting our city and region with new
systems that provide clean, reliable alternatives to driving. At the same time, we are
working to create sustainable communities around our rail stations, neighborhoods
where walking, cycling, and transit can connect people to the places they want to go
and the people they want to see. We are supporting major anchor developments in
transit oriented districts and between 2005 and 2009 over 40% of all new construction
has occurred near rail stations.

As mayor and a member of the 13-member Los Angeles County Metropolitan
Transportation Authority’'s (MTA) Board of Directors, | have worked with my colleagues
to start important planning and environmental studies for new rail lines that precede
constructiort. We have done so because we know that major public works projects are
not buiit overnight and that pre-construction work must continue even as we work to
identify funding for our ambitious rail program.

Las Angeles Mayor Antanio R. Villaraigosa 2
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The Measure R Story — Cities Investing in Transportation Infrastructure

In 2008, in the midst of a national economic recession, Los Angeles voters said “yes” to
cleaner air, jobs, and livable communities and supported Measure R, a 30-year half-
cent sales tax dedicated to transportation investments. Over two million voters and two-
thirds (67.93%) of those casting votes on November 4, 2008 supported Measure R.
While surprising to many, we were confident that our voters again would choose to
invest in themselves and the transportation future of our city and our region.

Measure R will generate an estimated $40 billion in revenue over the next 30 years. It
is a muiti-modal funding source, dedicating 20% of revenue for highway improvements.
In addition, local cities in the County of Los Angeles receive 15% of the revenue by
population formuia that they can spend on local projects that improve mobility, transit,
cycling, and pedestrian access. But the majority (65%) of funding is dedicated to transit
capital projects and transit operations. And the construction of Measure R projects will
create thousands of new, high quality jobs.

Measure R can serve as a model for local investment in transportation. This is the third
time the Los Angeles electorate has voted to tax itself for a better tomorrow. Previously,
our voters passed half-cent sales taxes in 1980 and 1990. As a result, Los Angeles has
been able to make massive investments in public transit and our highway system. We
have had matching funds to compete for and secure state and federal transportation
funding, including federal New Starts to support our heavy rail and light rail expansion.
And we have had additional operating funds that have allowed us to keep our fares low.

MTA 2009 Long Range Transportation Plan — Consensus Transit Projects

Last year, the MTA Board of Directors unanimously adopted a new Long Range
Transportation Pian (LRTP), which serves as the blue print for our transportation
investments over the next 30 years. Our plan represents an MTA Board consensus of
support for the 12 transit projects approved by voters in Measure R. Thanks to
Measure R, we will be able to expand our rail system dramatically, building 12 new rail
and bus rapid transit (BRT) lines and adding an estimated 78 miles of new service. Our
plan includes 65% of its transit construction funding from Measure R, 23% from federal
New Starts, and 12% from other local, state, and federal funds.

During the first decade, Los Angeles’ consensus projects for federal New Starts funding
are the Westside Subway and the Regional Connector and we are seeking to get both
projects authorized in the upcoming surface transportation bill. The subway will extend
heavy rail service from its current terminus in Koreatown westward to many important
job, cultural, and medical centers, including the Los Angeles County Museum of Art,
Beverly Hills, Century City, and Westwood, home of the University of California at Los
Angeles (UCLA). The Regional Connector will link four light rail transit lines, improving

Los Angeles Mayor Antonio R. Villaraigosa 3
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the efficiency and ridership of our system. Our plan includes $1.6 billion in federal New
Starts funding in MTA fiscal year 2010-2019 for these two projects.

The construction and operation of these lines will yield significant regional benefits. We
will remove from the environment 570,000 pounds of emissions annually. We will use
10.3 million less gallons of gasoline. We will drive 208 million fewer miles each year.
And we will increase annual transit use by 77 million trips.

But beyond these important environmental and transportation benefits, our plan will
create jobs. Over our 30-year plan, we expect to create 166,000 construction jobs and
at least 2,800 permanent jobs operating and maintaining our expanded transit system.

Los Angeles 30/10 Initiative

Unfortunately, 30 years is too long to wait if we can find a way to build these projects
faster. Our “30/10 initiative” is a proposal to accelerate construction of 12 new mass
transit lines and build these projects over the next decade.

30/10 will create jobs, secure our energy future, and make Los Angeles move
sustainable and livable. By transforming our region, we will achieve the many benefits
in the near-term, in time to see and appreciate them. Specifically, we would triple the
number of construction jobs in Southern California (not just Los Angeles), with an
average of over 16,000 jobs annually. These would be career jobs in the construction
trades, not short-term employment. We would see 1.8 times less carbon monoxide
(CO) and 2.4 times less nitrous oxides (NOy) over the next 30 years. And we would see
an expanded rail network connecting many of the most important employment and
popuiation centers in our region.

We believe that there is a compelling local and national interest in getting the jobs and
environmental benefits of our transit program as quickly as possible. One of our 12
projects is already under construction and we expect to break ground on a second
project later this year. Another seven projects are in some stage of formal pre-
construction development (planning, environmental, or design).

By accelerating our transit program, we can reduce construction costs by 20% from
avoided cost inflation alone, from $18.3 billion over 30 years to $14.7 biilion over 10
years. In addition, the soft construction market provides an opportunity to put
Americans back to work and save money building new rail lines. We have seen
aggressive bidding on public works projects by companies hungry for work, with bids
coming in ten, twenty, or more percent under the engineer's estimate.

The challenge we face is that our Long Range Transportation Plan only has $5.8 billion
in transit capital funding in MTA fiscal year 2010-2019. This means a funding gap of up

Los Angeles Mayor Antonio R. Villaraigosa 4
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to $8.8 billion (though likely lower if we can go the construction market sooner). At the
same time, we will have an estimated $10.4 billion of Measure R transit construction
money in the second and third decades of our plan that we want to tap now.

To achieve our goal, we have been working to develop a funding plan for the 30/10
initiative. Two current federal programs — the Build America Bonds (BABs) and The
Transportation Infrastructure Finance and Innovation Act of 1998 (TIFIA) ~ could
provide important assistance in our efforts to make 30/10 a reality. Likewise, a national
infrastructure bank also could be helpful.

But the federal government can and should do more, especially for cities and regions
that are coming to the table with money in hand to create a true federal-local
partnership. We have begun conversations with leaders in the Senate and House, the
White House, and key federal agencies to strategize about how we can partner together
to leverage local voter-approved funding in a way that will create jobs and improve
sustainability.

Because we plan to finance much of the 30/10 construction, we believe a combination
of multi-year direct loans, loan guarantees, interest rate subsidies, and innovative re-
payment terms would enable us to fund construction of all 12 of our transit projects over
the next decade. This could become the model for a new paradigm in federal
transportation funding, or — at a minimum — an innovative partnership model.

Conclusion

As Congress continues its important focus on stimulating the U.S. economy and
reauthorizing the surface transportation bill, we believe that serious consideration
should be given to expanding the federal government'’s financing assistance for
transportation projects. Doing so would encourage states and local government to
invest in the transportation infrastructure that is essential to maintaining the
competitiveness and sustainability of the U.S. in the 21st century and enable the federal
government to leverage its resources strategically.

Attached are additional supplemental materials related to our 30/10 initiative, Measure
R, and the job creation benefits of investing in public transit. Please do not hesitate to
contact me directly or Deputy Mayor Jaime de la Vega at (213) 978-2360 or
jaime.delavega@lacity.org before or after the hearing if you have any questions.

Finally, | want to thank you, Chairman Boxer, and Ranking Member Inhofe for providing
me with the opportunity to submit this testimony. |look forward to working
collaboratively with you and this committee in the future to forge a partnership that will
help us create quality jobs and clean up the environment.

Los Angeles Mayor Antonio R. Villaraigosa 5
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Testimony of Los Angeles Mayor Antonio R. Villaraigosa
March 11, 2010
Attached are supplemental materials that may be helpful in preparing for the “Federal,
State and Local Partnerships to Accelerate Transportation Benefits” hearing.
« Los Angeles 30/10 Initiative, February 12, 2010 (2 pp)
» “Villaraigosa's 30-10 vision”, Los Angeles Times, February 26, 2010 (2 pp)
» Measure R [Overview], February 16, 2010 (2 pp)

« “The Construction Impact Of Metro’s Measure R Transportation Projects 2009-
2038", Los Angeles Economic Development Corporation, February 10, 2010 (19 pp)

« Election results, November 8, 2008 (1 p)

« Measlire R Vote Totals for the County of Los Angeles and City of Los Angeles,
November 2008 (2 pp)

* Measure R “Ordinance # 08-01 Traffic Relief and Rail Expansion Ordinance”, July
28, 2008 (32 pp)

Piease contact Deputy Mayor Jaime de la Vega at (213) 978-2360 or
jaime.delavega@lacity.org at any time if you have any questions or if we can be of
further assistance.
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Create jobs, secure our energy
future & make Los Angeles more
sustainabie and livable

- Build & open 12 major transit
projects in 10 years instead of 30

» Reduce project delivery costs by
20% ($3.7 billion)

03/08/10 Office of Los Angeles Mayor Anforio R. Viltaraigosa
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Opinion

Villaraigosa's 30/10 vision

Washington should get behind the mayor's transit proposal for L.A.
Tim Rutten

426 PM PST, February 26, 2010

Mayor Antonio Villaraigosa has been in Washington this week,
meeting with other cities' chief executives and, more important,
asking key lawmakers and transportation officials to support
an audacious public works plan that simultaneously addresses
Los Angeles’ unemployment and traffic crises.

Villaraigosa never has been short on ambitious ideas, but his
so-called 30/10 proposal is one of the best he's ever put
forward. It deserves the support not only of the Obama
administration but also of both sides of the aisle i California's
large but fractious congressional dclegation.

Essentially, the mayor is taking the administration at its word
when it says it wants to focus on jobs and to stimulate the economy by steering funds to "shovel-ready"” projects.
The 30/10 plan does both of those things, and does so in a shrewd and attractive way.

The mayor's proposal starts with last year's passage of Measure R, in which Los Angeles County voters agreed
to ncrease the sales tax by half a cent for 30 years in order to raise $40 billion to construct a specific roster of
mass transit projects, mchiding westward extension of the subway to Santa Monica and additions to the light-rail
Gold Line in the San Gabriel Valley.

In essence, Villaraigosa wants Washington to give the Metropolitan Transportation Authority what amounts to a
bridge loan so that rather than stretching the construction projects out over three decades, as Measure R
anticipated, all the work can be completed in just 10 years. The loan would be secured by the tax revenue
county voters already have pledged to the projects.

As such, it presents the administration with an opportunity to create badly needed jobs and invest in a region that
desperately needs traffic relief-- at no long-term cost to the federal budget.

As Villaraigosa pointed out in Washington this week, "At a time when almost all states and most cities are going
1/2
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to Washington with one hand open, we're going with money in one hand and an open hand for a partnership in
the other." In early meetings with lawmakers, he urged them to give special consideration to the fact that "we're
the one city in the country that -- in the middle of a recession -- passed this measure. . . . We could be a
blueprint of what other cities should be doing."

That would be a plcasant change indeed.

By some estimates, speeding up the construction schedule for all of the county's pending transit projects -- which
includes fillng in gaps in the existing light-rail system as well as new lines along Crenshaw Boulevard and
westward along the Exposition right of way -- would create as many as 116,000 construction jobs. That's no
small thing because nearly 40% of the county's construction workers are jobless. Moreover, because the dcep
and Iingering recession has pushed down the costs of labor and materials, MTA officials believe letting as many
contracts as possible now will save taxpayers money in the long run.

Ona reccnt visit to Los Angeles, Rep. Peter DeFazio (D-Ore.), an influential member of the House
Transportation and Infrastructure Committee, agreed that "these sorts of things are what we really need to do. . .
. Taking one of the most congested places in the country and taking a big-bang approach is visionary. The
problem is that this hasn't been done before. The federal government hasn't worked with a region on a scale like
this."

Transportation Secretary Ray LaHood reportedly is similarly impressed by the 30/10 proposal but cautions that
the federal government never has provided this sort of bridge-loan financing.

This proposal's novelty shouldn't be allowed to become an obstacle. We're still passing through the worst
financial and unemployment crisis smce the Depression.

Villaraigosa's plan relies on taxes that voters already have approved, and it is one of the few on the table whose
scope and practicality matches that of the New Deal's grand public works projects.

Those programs not only ameliorated suffering bordering on desparr, but also created physical assets from which

we all still benefit. In that sense, they were quintessential examples of what historian Arthur Schlesinger regarded
as President Franklin D. Roosevelt's great contribution to the American system: a politics of remedy.

timothy. rutten(@ latimes.com

Copyright © 2010, The Los Angeles Times
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cent sales tax that will:

transportation infrastructure

Measure R is a historic voter-approved 30-year half-

» Create jobs designing, building, and operating new

» Increase the sustainability of Los Angeles
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Measure R Apoved November 4 2008 (67.9%)

At least 65% of funding will be used to improve Los
Angeles’ transit system.

The largest category of funding {35%) will be used to
build and expand Los Angeles’ rail and busway transit
system.

« Bolster the local, state, and national economies

Federal revenue also will increase as a result of project
construction.

Measure R - Allocation of Funds f’/ﬂﬂé
P
Vs
Category Percent 3 Billions Highway 3
20%
Transit

Bus Operations\ 7.6 G s
Rail Operations 1.9 )
Commuter Rait 1.1 Local Return
Rail System, Yards & Cars 0.8 15% -
Subtotal 24.6

Highway 20% 76

Local Return 15% 5.7

Totai 100% 37.8

Measure R - Transit Expansion
Environmental Benefits

Annual Benefits

« 568,458 pounds fewer mobile
source emissions

« 10.3 mitlion fewer gallons of
gasoline used

» 77 million more transit
boardings

+ 208 million fewer vehicle miles
traveled

02/16/10 Updated
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R
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Office of Los Angeles Mayor Anfenio R. Vitlaraigosa
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The Orange Line {bus rapid transit) Los Angeles’ heavy rail subway system The Eastside extension of the Gold

opened in October 2005 and a 4-mile has the most passenger trips per hour Line (light rail transit) opened in

extension is under construction. in the U.8. {2008 National Transit November 2009 with an amazing
Database). safety record with no lost time due 1o

injuries during construction.

A216/10 Updated Office of Los Angeles Mayor Antonio R. Viltaraigosa
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THE CONSTRUCTION IMPACT OF METRO’S

MEASURE R TRANSPORTATION PROJECTS
2009-2038

Los Angeles County Economic Development Corporation

February 10, 2010
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The Economic Impact of Metro’s Measure R Projects
EXECUTIVE SUMMARY

The Los Angeles County Metropolitan Transportation Authority (Metro) has proposed a
series of transportation improvement projects in Los Angeles County to be funded through
tax revenues generated from the voter-approved Measure R increase in sales taxes.

The Consulting Practice of the Los Angeles Economic Development Corporation (LAEDC)
has estimated the economic impact of $34.7 billion of these construction projects. The total
economic impacts consist of the one-time increases in total output (as measured by business
revenues), employment and earnings in Southern California associated with the proposed
construction activities over the next 30 years. All of the projects and most of the
employment and economic activity will be in Los Angeles County; however, we have used
the region defined by the counties of Los Angeles, Orange, Riverside, San Bernardino and
Ventura to measure the impact of Metro’s spending given the interconnectedness of this
region’s economic activity.

In addition to the economic impact of this construction, we have estimated the annual fiscal
impacts at the county, state and national levels.

The exhibit below summarizes our findings.

. ; : Pi’g)je}':tfr:t)fal Annual Average
Project spending ($ millions) 3 34,702 § 1,157
. 7ol Economic Impact -
Qutput (§ millions) § 68,775 $ 2,292
Emplovmetit (jobs] 507,500 16,900
Earnings (§ millions) $ 22,376 746
e . Total Fiscal Impact G millions)
Federal § 6,586.1 § 2195
State : 23048 . 76.8
County 271.4 9.0
Local . 155.1 . . 52

Sourees: Metrey LAEDC
2008 dollars

Total spending, budgeted to exceed $34.7 billion, will generate $68.8 billion in economic
output (measured by business revenues) in the five-county Southern California region,
adding 507,500 jobs with earnings of $22.4 billion over the thirty year period, or an annual
average of 16,900 jobs with $746 million in annual earnings.

Total tax revenues collected will exceed $9.3 billion, or an annual average of $310 million.

Approximately 70 percent of the total, or $6.6 billion, will be earned at the federal level.
More than $2.3 billion in state taxes will be paid over the thirty year period.
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MEASURE R TRANSPORTATION PROJECTS

Budgeted Spending

The Los Angeles County Metropolitan Transportation Authority (Metro) has proposed a
seties of transportation improvement projects in Los Angeles County to be funded through
tax revenues generated from the voter-approved Measure R increase in sales taxes. These
projects are broadly categorized into two groups: highway and freeway projects, which also
include grade separations and sound wall construction; and transit corridor construction.
The overall budget for the projects included here is $34.7 billion over thirty years.

The amounts by budget category are shown in the exhibit below.

* Highway and freeway improvements, inclading
sparation and sound wall constructon

$ 229062

Of which: - Rightof-way acgassition s R i g
Transit corridor constriction, R 11,795.8"
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Source: Metro
2008 dollars

Apptoximately 66 percent of the total budget consists of highway and freeway
improvements, and 34 percent for transit corridor extensions and improvements.

Excluded Spending

Right-of-way acquisition is excluded from economic impact analysis since this is an exchange
of assets and does not generate economic activity. Similarly, since the purchase of vehicles is
expected to occur outside of the five-county Southern California region, this spending is also
excluded. Our methodology is fully described in the Appendix. Dollar values are expressed
in 2008 dollars throughout this report.
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Economic Impact

The exhibit below sum