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SUMMARY OF SUBJECT MATTER

TO: Members, Subcommittee on Highways and Transit
FROM: Staff, Subcommittee on Highways and Transit
RE: Subcommittee Hearing on “Building a 21% Century Infrastructure for America:

Long-Term Funding for Highways and Transit Programs”

PURPOSE

The Subcommittee on Highways and Transit will meet on Wednesday, March 7, 2018, at
10:00 a.m. in 2167 Rayburn House Office Building to receive testimony related to “Building a
21* Century Infrastructure for America: Long-Term Funding for Highways and Transit
Programs”. The purpose of this hearing is to receive the views of highways and transit
stakeholders regarding the benefits to the Nation of long-term funding for highways and transit
programs, as well as the sustainability of current methods of providing funding. The
Subcommittee will hear from representatives of the American Association of State Highway and
Transportation Officials, the Western Road Usage Charge Consortium, the American Trucking
Associations, the U.S. Chamber of Commerce, and the Economic Policy Institute.

BACKGROUND

The Importance of Transportation Infrastructure

Transportation infrastructure provides a strong physical platform that facilitates economic
growth, ensures global competitiveness, creates American jobs, and supports national security. It
affords Americans a good quality of life by enabling them travel to and from work, to conduct
business, and to visit family and friends.

Our Nation’s transportation infrastructure is the backbone of the U.S. economy. In 2015,
all modes of transportation moved an estimated 18.1 billion tons of goods worth about $19.2
trillion (in 2012 dollars) on our Nation’s transportation network. On a daily basis, 49 million
tons of goods valued at more than $33 billion are shipped throughout the country on all
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transportation modes. In addition, nearly 13 million Americans, approximately nine percent of
the U.S. workforce, are directly employed by transportation related industries.”

The surface transportation components of this broader system play an integral part in the
movement of people and goods. Specifically, highways carried more than 3 trillion vehicle miles
(including cars, trucks, motorcycles, and buses) and public transportation carried over 32.6
billion passenger miles in 2014.> Of the total freight moved on our Nation’s transportation
network, trucks moved more than 11.5 billion tons, valued at over $13.2 trillion.*

Congestion is a growing challenge across the United States, affecting both freight
shippers and commuters. According to the Texas A&M Transportation Institute’s 2015 Urban
Mobility Report, the national cost of congestion was $160 billion. This amounts to
approximately $438 million per day. Congestion also wasted 3.1 billion gallons of gasoline and
resulted in an extra 6.9 billion hours of travel time. In 2014, the average commuter spent an
extra 42 hours stuck in traffic.’

Future Needs for Transportation Infrastructure

Over the next 30 years, our Nation’s transportation infrastructure will need to keep pace
with anticipated increases in population and demand for freight transportation. Forecasts predict
that America’s population will grow from 319 million in 2014 to approximately 400 million in
2051.° The movement of freight is expected to increase by 40 percent over the next 30 years.’
U.S. trade volume is expected to double by the year 2021, and double again by the year 2030.%
In terms ;)f highway usage, vehicle miles traveled are projected to increase by nearly 20 percent
by 2035.

Highway Trust Fund

The Highway Trust Fund (HTF) was established by the Federal Aid Highway Act of 1956
(P.L. 84-627). The HTF was created as a user-supported fund: highway users would pay a 3
cents per gallon excise tax on motor fuels, the tax receipts would be deposited in the HTF, and
HTF balances would be dedicated to the construction of federal-aid highways. Subsequent acts
of Congress increased the excise taxes on motor fuels, imposed taxes on other users, and
expanded the number of activities eligible for funding under the HTF. The motor fuel excise

! U.S. Department of Transportation, Bureau of Transportation Statistics, DOT releases 30-Year Freight Projections,
March 3, 2016.

2U.S. Department of Transportation, Bureau of Transportation Statistics, Transportation Statistics Annual Report
2016.

3U.S. Department of Transportation, Bureau of Transportation Statistics, 2017 Pocket Guide to Transporiation;
Bureau of Transportation Statistics, Table 2-1.

‘Hd

° Texas A&M Transportation Institute, 2015 Urban Mobility Scorecard, August 2015,

S US. Census Bureau, Projections of the Size and Composition of the U.S. Population: 2014 to 2060, 2015.

" U.S. Department of Transportation, Bureau of Transportation Statistics, DOT Releases 30-Year Freight
Projections, 2016.

® Federal Highway Administration, FHWA4 Forecasts of Vehicle Miles Traveled (VMT): Spring 2016, 2016.

°ld
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taxes were last adjusted 25 years ago as part of the Omnibus Budget Reconciliation Act of 1993
(OBRA 1993, P.L. 103-66).

Current Hiihwai Trust Fund User Fees
Federal Motor Fuel Taxes

Gasoline and gasohol 18.4 cents per gallon*

Diesel 24.4 cents per gailon*

Special Fuels:
General rate 18.4 cents per gallon
Liquefied petroleum gas 18.3 cents per gasoline-equivalent gallon
Liquefied natural gas 24.3 cents per gallon diesel-equivalent gallon
M85 from natural gas 9.25 cents per gallon
Compressed natural gas 18.3 cents per gasoline-equivalent gallon

Other Federal Taxes on Truck Users

Tires: (maximum rated load capacity)

0-3,500 pounds No Tax
Over 3,500 pounds 9.45 cents per each 10 pounds in excess of 3,500
12 percent of retailer’s sales price for tractors and trucks over 33,000
Truck and Trailer Sales pounds gross vehicle weight (GVW) and trailers over 26,000
pounds GVW
Annual tax Trucks 55,000 pounds and over GVW, $100 plus $22 for
Heavy Vehicle Use each 1,000 pounds (or fraction thereof) in excess of 55,000 pounds
(maximum tax of $550)

* 80.1 cent is deposited in the Leaking Underground Storage Tank Trust Fund

In general, motor fuel excise taxes and other truck taxes generate the majority of the
revenue for the HTF. Proceeds from interest and penalties for violations of certain tax and
vehicle safety laws are also deposited into the HTF. However, beginning in Fiscal Year (FY)
2008, and in each subsequent fiscal year to date, HTF outlays have exceeded revenues received
from these sources. To ensure that the HTF could continue to pay its obligations, Congress has
transferred amounts from the General Fund of the Treasury and other sources into the HTF.
Since FY 2008, Congress has transferred approximately $140 billion to the HTF.

On January 1, 2018, the HTF had a cash balance of $51.6 billion. The Congressional
Budget Office (CBO) uses current balances and estimates of future revenues and outlays to
provide Congress with projections on HTF solvency. In June 2017, CBO projected that the HTF
will not be able to meet its obligations beyond fiscal year 2020.1° CBO estimates that the current
10-year shortfall is $138 billion more than expected HTF revenues.!! An additional $5 billion is
necessary to ensure that there is a prudent balance in the HTF,'? which brings the total shortfall
to $143 billion,

1 Congressional Budget Office, Spending on Infrastructure and Investment, 2017.

'! Congressional Budget Office, Projections of Highway Trust Fund Accounts — CBO's June 2017 Baseline, 2017.
12 A “prudent balance” refers to the amount of funding cushion needed in the HTF to ensure it does not go
insolvent and assumes $4 billion for the Highway Account and $1 billion for the Mass Transit Account.
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If the shortfall is not addressed, DOT may need to take steps, such as rationing
reimbursements to states, to maintain a prudent balance in the HTF. If states are unable to rely
on reimbursements, then critical surface transportation projects may be delayed.

Highways and Transit Programs Funded by the Highway Trust Fund

The HTF provides funding for a number of highway, transit, and highway safety
programs (surface transportation programs) administered by the Federal Highway
Administration, the Federal Transit Administration, the Federal Motor Carrier Safety
Administration, and the National Highway Traffic Safety Administration. These agencies
administer surface transportation programs in partnership with states, public transit agencies, and
other local authorities. While the agencies provide financial and technical assistance, the state
and local partners select projects and carry out the programs on a day-to-day basis.

Congress most recently reauthorized surface transportation programs with enactment of
the Fixing America’s Surface Transportation Act (FAST Act, P.L. 114-94). The FAST Act
reauthorizes federal surface transportation programs through fiscal year 2020. It authorizes
approximately $300 billion in funding for surface transportation programs, improves our
Nation’s infrastructure, reforms programs, and encourages innovation to make the surface
transportation system safer and more efficient. The FAST Act provides state and local partners
with the needed certainty to make significant investments in the Nation’s surface transportation
system.

WITNESS LIST

Mr. John Schroer
Commissioner
Tennessee Department of Transportation
On behalf of the American Association of State Highway and Transportation Officials

Mr. Michael Lewis
Executive Director
Colorado Department of Transportation
On behalf of the Western Road Use Charge Consortium (RUC West)

Mr. Chris Spear
President and CEO
American Trucking Associations

Mr. Ed Mortimer
Executive Director, Transportation and Infrastructure
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Ms. Thea Lee
President
Economic Policy Institute
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BUILDING A 21ST-CENTURY INFRASTRUC-
TURE FOR AMERICA: LONG-TERM FUNDING
FOR HIGHWAYS AND TRANSIT PROGRAMS

WEDNESDAY, MARCH 7, 2018

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HIGHWAYS AND TRANSIT,
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The subcommittee met, pursuant to call, at 10:01 a.m., in room
2167 Rayburn House Office Building, Hon. Sam Graves (Chairman
of the subcommittee) presiding.

Mr. GRAVES OF MISSOURI. The subcommittee will come to order.
Without objection, the Chair is authorized to declare a recess at
any point. I want to welcome everybody. I especially want to wel-
come our witnesses today. I know some of you have come from a
ways, and we do appreciate it.

The question before us today is how we ensure that we have re-
sources to build and maintain a surface transportation system that
will meet the needs of the Nation and remain competitive in the
21st century.

The movement of freight is expected to increase by 40 percent
over the next 30 years, while vehicle miles traveled are projected
to increase by nearly 20 percent. At the same time, driverless vehi-
cles and other advances in technology are going to change the way
freight and passengers move through our transportation network,
and our system needs to keep pace with these changes.

Unfortunately, our current method of funding our Federal trans-
portation programs is no longer sustainable. Beginning as early as
the spring of 2020, States may have to halt construction of surface
transportation projects because, once again, the Highway Trust
Fund will not be able to meet its obligations.

There are many reasons for this, and, obviously, the current
motor fuel taxes and other user fees bring in less money, fuel econ-
omy standards have increased, and not all users pay into the trust
fund. But the fact remains the Highway Trust Fund is going broke
and we have to act to fix that.

Continuing to rely on bailouts from the General Fund is not the
answer. There simply isn’t enough money left in the couch cush-
ions. We need to work together to reform the Highway Trust Fund
to ensure that users that benefit from the system pay into the sys-
tem. We need a long-term sustainable solution that gives our State
and local partners the certainty they need to plan and build their
projects. We need a solution so we can build a modern and efficient

o))
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transportation system, a system that will move people and goods
efficiently, grow American jobs, and ensure that we remain com-
petitive in the global marketplace.

Our witnesses today are going to offer potential solutions and
discuss some of the innovative new approaches to funding our sur-
face transportation programs. And, again, I thank you all for being
here.

I will now recognize Ranking Member Norton of the sub-
committee for her statement.

Ms. NORTON. I want to thank you, Chairman Graves, for this
hearing. And I think anyone who has traveled the streets of the
Nation’s Capital, or the highways leading into the Nation’s Capital
will also say thank you for today’s hearing on how to fund the
highway and transit infrastructure of our country so that it is sus-
tainable, so that we don’t have to come back in literally a few
months because the Highway Trust Fund has run out of funds, as
if that were any surprise.

I do believe that anyone who heard Secretary Chao’s testimony
yesterday will agree that they did not hear any real plan for invest-
ments in infrastructure, but I am encouraged by what appears to
be the President’s openness to higher gas taxes. One thing seems
clear, it takes money to fix the highways, and for a quarter of a
century we have been under the illusion that that is not really the
case.

So I hope that the President’s apparent openness to higher gas
taxes can inspire the committees of jurisdiction, the Highway Ways
and Means Committee and the Senate Finance Committee, to fi-
nally, at last, act.

Last year, Chairman Graves and I got 250 Members of Congress,
with very robust representation on both sides of the aisle, to sign
onto a letter to the leadership of the Ways and Means Committee
urging a prominent solution to this Highway Trust Fund crisis.

In this letter, we specifically urged a long-term dedicated user-
based revenue stream that can support transportation and infra-
structure investments. I mean, I hope those words don’t sound like
clichés. It is the only way to say them, and we have been saying
them now for decades without any results.

We do all agree on two things: The importance of infrastructure
investment to our national economy, and the need for real invest-
ment to improve our infrastructure. Our disagreements start with,
and perhaps end with, how to pay for it.

It seems to me that today’s subcommittee hearing shows that we
are well past the point of glossing over the problem and, again,
saying the taboo words “all options are on the table.” What are
they? Congress needs to make tough decisions, as always, and find
a permanent long-term revenue stream for our highways and
bridges.

Many of the so-called options, such as finding cheaper ways to
borrow, will not produce real revenue to make a difference in our
infrastructure backlog. Other options, such as public-private part-
nerships—and I commend the committee for the special Panel on
Public-Private Partnerships on which I was among those who
served, because this panel did a very thorough investigation of P3s.
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But I believe that all those who served on that special panel will
agree that P3s are, perhaps, best seen as a rather expensive
scheme to borrow private money, certainly borrow more money
than we borrow by the Federal Government, to do the same thing.
Far too many projects simply have no revenue stream attached to
them to pay for a P3. And, of course, you have to pay for the profit
margin as well. Transit P3s rely on dedicating decades of future
tax revenue to pay the investors and slashing labor benefits to pro-
tect profits.

Yet another option, tolling. Let’s deal with that one and see
where the American people stand on tolling. A Rasmussen survey
found that just 22 percent of Americans favor putting tolls on inter-
state highways for infrastructure maintenance. Three times that
many, or 65 percent, are opposed to turning the Nation’s interstate
highways into toll roads.

Pushing tolling on urban areas is just not the answer. That
leaves real user fees. In other words, we are back to where we
started, back to where the Eisenhower administration started us.
And if we think we are smarter, we certainly haven’t proved it
since then.

The politics of raising the gas tax has paralyzed the Congress for
a quarter of a century. And yet, 24 States who are represented by
Members of Congress have simply not had the same hesitation, in-
cluding some deeply conservative States that have raised their gas
taxes over the past 4 years.

Today, I am very pleased we will hear that the U.S. Chamber of
Commerce, State departments of transportation, and the trucking
industry support higher gas taxes. These are the folks who are
going to have to pay them, and they are for them. We have heard
multiple reports, of course, that the President supports the gas tax.
So I think and hope that with this hearing, the reality is beginning
to settle in that there is what appears to be an American majority
for raising the gas tax.

The FAST Act also funded an alternative funding demonstration
program for States to experiment. I thought that was a great leap
forward. It was only $20 million, as I recall. Today, we will hear
from the Colorado Department of Transportation, on behalf of the
Western Road Usage Charge Consortium. They will describe the
possible future of a mileage-based user fee and the benefits this
system can have on providing a sustainable long-term funding
stream. It is really the only new idea.

In the new world of Uber, Lyft, and autonomous vehicles, there
are many unknowns, and I am pleased that our subcommittee has
had hearings on some of those unknowns. And we don’t know how
these technologies may affect our infrastructure assets over time.
However, in the immediate term, we face a massive infrastructure
backlog that continues to mount while Congress does nothing, and
that needs to be rectified first. These new technologies do not elimi-
nate that need.

I am grateful, again, to Chairman Graves for holding this hear-
ing and look forward to our continued work together to hold the
Ways and Means Committee’s feet to the fire to deliver the funding
for our Nation’s highway and transit systems. We can’t afford to
wait any longer.
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I thank you, and I yield back, Mr. Chairman.

Mr. GRAVES OF MISSOURI. I now turn to the chairman of the full
committee, Bill Shuster.

Mr. SHUSTER. Thank you, Chairman Graves. Thanks for holding
this hearing today.

Thanks for the panel coming today. I think that the panel may
have different ideas on how to get where we need to go, but I think
we are all on the same page that we need to go there. So, again,
I am looking forward to hearing from all of you.

I will say—look, I have been very excited that we have had a
President of the United States in his inaugural address utter the
word “infrastructure.” I don’t think we have had anybody say that
since maybe Lincoln. He uttered “internal improvements,” and the
internal improvements of the 1800s are today the improvements to
the infrastructure.

I was pleased he put out a plan. Some of it was, I thought, good.
Some of it was not so good. Some of it we need to work on and
maybe improve upon it.

I know the ranking member talked about P3s. I do not think
they are a silver bullet. I do think that we can enhance them. It
is a tool in the toolbox. And when we are talking about infrastruc-
ture and improving highways and bridges, I don’t think that is nec-
essarily what we are talking about, tolling roads, at least not in my
district, in my State, are you going to toll a road. We took an at-
tempt at that in 1981 in the northern tier and that fell flat.

There are things we need to do in the permitting process. The
President, I think, is right, reducing that time. I think we have all
seen these road projects take an average of about 14 years. That
is entirely too long. And I know that MAP-21 and in the FAST Act,
we have done some things to push forward reforms on stream-
lining, but I think we can still do more. And I think that it is im-
portant that the focus which we did in the FAST Act needs to—
the intended purpose of the Highway Trust Fund was to build the
Interstate Highway System. Then over the years, we kept diluting
it and diluting it. We need to get back to that and improving that.

I know in my State, I talk about I-81 all the time. And I know
that we have the commissioner from Tennessee. It happens to run
through Tennessee also. But if you go through the six States, New
York, Pennsylvania, Maryland, West Virginia, Virginia, Tennessee,
they may not all have the same wherewithal to do things.

Some States, and I will be interested to hear from the commis-
sioner today about, you know, he has got I think nine interstates
running through his district. I-81 is important to me; I am not so
sure how important it is to Tennessee, and if he is willing to spend
State dollars on that highway—but that is what the Federal Gov-
ernment’s job is, to say, Look, we are going to put two more lanes
on I-81, or we are going to do this highway. It is critical to Penn-
sylvania. Maryland has 18 miles. Tennessee may say, well, I-81 is
not that important to us, so you better give us a push and you bet-
ter give us some money to help us do this. So, again, I am inter-
ested in hearing that and hearing from all of you.

My intent is hopefully working with the Democrats on the com-
mittee to put together a big, broad bipartisan infrastructure bill.
And as the ranking member pointed out, we can put all we want
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in there about revenues, but it has to go to the Ways and Means
Committee. I think that it takes Presidential leadership to do the
things we need to do, and, quite frankly, how do you fund it? I
know Ranking Member DeFazio has “A Penny for Progress.” It is
a good idea. There are lots of ideas out there.

But the easiest one for us to all understand, not that it is easy
to pass or increase, is what we pay at the pump, and we haven’t
done it for 25 years; we haven’t increased that. Thirty-one States
have done it. There has been no political price to pay for it. In fact,
it is pretty popular in the States they have done it in. Indiana, a
Republican State, did it; South Carolina, a Republican State, did
it. Pennsylvania, when they were controlled by Republicans in both
Chambers and the Governor, did. And many—Utah has done it,
which is maybe the reddest of the reddest States. And so it has
been done, and nobody has paid the political price for it.

I believe we will pay a political price if the trust fund runs out
in October of 2020, when it is projected. For those that forget what
the political calendar looks like, that is October before the Presi-
dential election. So we are going to pay the price if we don’t ad-
dress this; and we already are paying it in congestion and, you
know, bad roads, failing bridges across this country.

So I for one think it is time to do it. The President has said he
would support that. And, again, move forward. The time is now. It
takes Presidential leadership to do this, but we need to invest in
our infrastructure.

Now, a lot of folks on my side, and I get it, and a lot of folks
on the other side may not be too warm and fuzzy on an increase
to the user fee right before an election, but there is always a lame
duck session.

So I think it is important we put a document out there, we get
a debate started in this country, and then the timing of it, we will
figure that as we move forward.

But I also want to point out to those on my side in Congress talk
about the user fee—and that is what it is, a user fee—that it is re-
gressive. And I come from rural Pennsylvania. It is a regressive
fee. Those people in my district will pay more, because they use the
roads more. In fact, that is their only alternative. They don’t have
any other way to get around. But that regressive tax also has a
progressive benefit to those folks in my district. The most rural
counties in America, for every dollar they put in, they get $1.70
back. You can’t build roadways from Pittsburgh to Philadelphia un-
less the population centers subsidize my roadway.

So when we talk about transit doesn’t pay into the trust fund,
they don’t. We subsidize SEPTA [Southeastern Pennsylvania
Transportation Authority]. We subsidize the Pittsburgh Transit
Authority at 30 percent. If you go to my district, a rural district,
they are subsidizing those roadways from 50 to 70 percent.

So we need to back off and look at this in a different way. It is
what Republicans have done historically. The three great infra-
structure Presidents are Lincoln with the Transcontinental Rail-
road; Teddy Roosevelt, the Panama Canal; and Eisenhower with
the Interstate Highway System.

So, again, it is something that there is a Federal responsibility.
Even Adam Smith said it; and that is why we put that up there
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to remind us. When we all want to quote Adam Smith, he said it
is erecting and maintaining infrastructure to promote commerce.
And then, of course, the Constitution is pretty clear to me, also.

So it is a role of ours. I have gone over 1 minute and 17 seconds,
which I never do, but I am so passionate about this that I felt—
I am glad that Chairman Graves has indulged me.

So, with that, I am looking forward to hearing from you and I
thank you, Mr. Chairman.

Mr. GRAVES OF MISSOURI. I now turn to Ranking Member Peter
DeFazio.

Mr. DEFAzIO. Well, thanks, Mr. Chairman.

In February 2017, we convened a hearing in this room to talk
about investing in infrastructure. There was consensus we needed
to invest. There were a number of ideas out there that were prac-
tical. Here we are 13 months later talking about the same thing.
You know, it is time to stop talking and do something. I mean, this
is getting absolutely absurd.

You know, as the chairman said, 31 States have raised substan-
tial revenue, 24 just with gas taxes, others with a mix like my
State of fees and taxes. No one has lost their election. No one, for
the gutless wonders I work with, no one has lost their election—
in fact, in New Jersey, the only two people who lost were two Re-
publican State senators who voted against the gas tax increase.

Now, I am sure it was a coincidence, but it sure as hell didn’t
help them. But around here it is like, oh my God, we can’t even.
I mean, I came out with “A Penny for Progress” to make people
think how pathetic they are. I say to them, you are going to lose
your election if gas goes up 1% cents a gallon? It probably went
up 2 cents a gallon while you were driving to work today because
something happened in the Middle East, or the oil companies need-
ed more profits. One and a half cents a gallon, borrow $500 billion,
pay it back, no unfunded debt. Well, we can’t do that. Talk to the
Speaker. Oh, that is a tax increase. Can’t do that, we don’t increase
taxes.

Well, if you don’t increase taxes, we are not having an infrastruc-
ture bill and we are doing nothing, and we are just sitting here
jawing. That is all we are doing, sitting here jawing and pre-
tending. That is the reality.

You know, P3s have come up. We had a 6-month-long select
panel meet on that issue; and at the end, the bipartisan consensus
was P3s are a nice tool. And the biggest advocates we had before
us from Wall Street and providers, Macquarie Capital and others,
admitted they can’t address more than 10 to 12 percent of our in-
frastructure needs, because the only places that pay back are in
major urban areas and have high volumes of traffic—ironically, in
blue areas. Those are really the only places that are viable for P3s.

So that is not a solution, it is a tool. Some say, Oh, let’s do VMT.
Tomorrow? No. Next week? No. This year? No. Maybe 10 years
from now. Yeah. We are not ready to go to VMT. So anybody that
says, “oh, let’s just do VMT”—that is what the Speaker has said,
“oh, I like VMT”—you can put it off into the distant future. Oh, we
will do that someday. Meanwhile, the country falls apart. And we
are losing productivity, we are wasting fuel, people are damaging
their vehicles, and we just can’t get there.
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Now, we hear a lot about, oh my God, the magic solution is just
to deal with the horrible delays with environmental reviews. All we
have to do is get rid of NEPA and, whew, we save more money
than it could cost to rebuild the infrastructure. Really? No. In fact,
the one report that people rely on by some guy who works at—a
hack at a think tank named Common Good quoted reports that ac-
tually contradicted his conclusions. They said the biggest problem
is funding, it is not the delays.

Yeah, you are right, for 4 percent of the projects that involve
Federal money, there’s 96 over here, 4 over here—it takes a little
more than 3 years, on average, because these are huge projects
with major impacts that people have concerns about and it takes
a little while to work that stuff through. Maybe we adopt the Chi-
nese model and say, “hey, don’t worry about it, I am knocking on
your door, the bulldozer is down the street. It is coming; your house
1s gone; your property is gone; we are building a new highway
here.” We could adopt that model.

In fact, John Mica offered that in a bill a few years ago until 1
pointed out that allowing the President the authority to waive all
laws would allow that to happen. Then Jerry Nadler chimed in and
said, “oh, this is great, because then we could use illegal immi-
grants, too, and it would be cheaper to do the projects.” He was
kidding, of course.

So no, that is a myth. Yeah, can we improve it more? Have we
improved it more? Yes. Are there improvements pending that DOT
has adopted? Yes. Are there some other things we could do to
tweak it around the edges for these major projects? Maybe, sure,
and I am open to that. But to say this is a magic wand? Ninety-
five percent of the projects get categorical exclusions. There is no
delay. There is no evaluation. They are eligible. So let’s cut the BS.
I mean, seriously.

Now, Secretary Chao came yesterday, apparently. I am sorry I
couldn’t be here. I had a medical appointment and tried to get
here. I drove 120 miles to catch a plane, got canceled; drove 120
miles back, took another plane yesterday, couldn’t get here. So,
anyway, she said she came with no solutions or pay-fors. Well, then
that means we are dead in the water if she represents the views
of this administration. This is not going to come from Congress.

You know, the President supports a gas tax. I will stand next to
the President. I heard in a meeting where he may have said some-
thing about a substantial increase in the gas tax. I have never con-
firmed that he said that, but I also said in that meeting when one
Republican Senator said, oh, those Democrats all just attack you,
I said, well, if he did that, I would stand next to him. This would
be bipartisan. It has been bipartisan in every State. Nobody has
lost their election over this.

What is the problem? The problem is the Speaker is ideologically
opposed to Federal investment and increasing taxes in any form,
no matter how much it benefits the Nation, ideologically opposed.
And the rest of his team, that would be McCarthy and Brady, are
following him. There hasn’t even been a single hearing in Ways
and Means on revenues for the Highway Trust Fund or infrastruc-
ture. And until we see that, until they hold a hearing and we see
some progress, we would just be wasting our time over here to
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move forward or say we are going to move forward with some legis-
lation that isn’t going to be paid for or financed.

Now, we need Presidential leadership, I agree with the chairman
there. We need Presidential leadership. And if he would stand up
and say he wants a gas tax, Bill would stand on his right, I would
stand on his left, or I will stand on his left and Bill can stand on
his right, I don’t care, and we will be with him.

So that is where we are at. That is the truth of it. You have all
got some ideas. I haven’t read all the testimony yet. I am sure they
are all great ideas, but we have to have real money, plain and sim-
ple. Thank you.

Mr. GRAVES OF MISSOURI. I will now turn to Congressman Dun-
can to introduce our first witness.

Mr. DuNcaN. Well, thank you, Mr. Chairman. And I want to wel-
come all the witnesses, but I especially want to welcome my good
friend, Commissioner John Schroer, who is starting his eighth year
as our commissioner of transportation in Tennessee.

And he has done a great job. He came in and made some changes
in some projects that have saved the Tennessee taxpayers $610
million in the time he has been in office. The Tennessee DOT has
remained operating debt-free and on a pay-as-you-go basis. And
then he and our great Republican Governor, Bill Haslam, got
through the first gas tax increase in Tennessee in 30 years; the IM-
PROVE Act, which will fund 962 road and bridge projects across
all 95 counties; and also, in addition to the State projects, will pro-
vide an additional $105 million annually for cities and counties to
support local infrastructure needs.

I might add that my younger sister, I tell people all the time she
is much more powerful than I am, because I am one of 435, she
is one of 33 State senators. And she supported the gas tax increase,
although I do tease her and tell her that I think she is a little more
liberal than I am, and she teases back and says that everybody’s
more liberal than I am. So we go back and forth a little bit.

But, Commissioner Schroer has done an outstanding job, and in
recognition of that, has become the national president of the Amer-
ican Association of State Highway and Transportation Officials.
And it is an honor for me to welcome him here to the sub-
committee, and I thank you, Mr. Chairman, for allowing me to do
so.

TESTIMONY OF JOHN C. SCHROER, COMMISSIONER, TEN-
NESSEE DEPARTMENT OF TRANSPORTATION, ON BEHALF
OF THE AMERICAN ASSOCIATION OF STATE HIGHWAY AND
TRANSPORTATION OFFICIALS; MICHAEL LEWIS, EXECUTIVE
DIRECTOR, COLORADO DEPARTMENT OF TRANSPORTATION,
ON BEHALF OF THE WESTERN ROAD USAGE CHARGE CON-
SORTIUM (RUC WEST); CHRIS SPEAR, PRESIDENT AND
CHIEF EXECUTIVE OFFICER, AMERICAN TRUCKING ASSO-
CIATIONS; EDWARD L. MORTIMER, EXECUTIVE DIRECTOR,
TRANSPORTATION INFRASTRUCTURE, U.S. CHAMBER OF
COMMERCE; AND THEA M. LEE, PRESIDENT, ECONOMIC POL-
ICY INSTITUTE

Mr. GRAVES OF MISSOURI. Mr. Schroer.
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Mr. SCHROER. Thank you very much. Thank you, Congressman
Duncan, for that great introduction.

Chairman Graves, Ranking Member Norton, and members of the
subcommittee, thank you for the opportunity to testify here today.
My name is John Schroer. I am the commissioner of transportation
for the State of Tennessee, and I am also honored to serve as the
2017-2018 president of the American Association of State Highway
and Transportation Officials, otherwise known as AASHTO.

I would like to first express appreciation to you on behalf of the
State DOT's for your leadership, along with your Senate and House
colleagues, in passing the FAST Act in December 2015. The FAST
Act continues to fulfill the constitutional directive that investment
in transportation is a core Federal responsibility. While the FAST
Act does not expire until 2020, President Trump recently laid out
his infrastructure plan. The key component to the President’s plan
is for the Federal Government to invest $200 billion over the next
10 years that would create an additional $1.3 trillion in investment
from States, local government, and the private sector.

While leveraging Federal dollars is a great goal, there is only so
much that can be done. Currently, 80 percent of the $217 billion
invested in highway and bridge programs comes from State and
local governments. States are already answering the call to action
for increasing transportation investments. As has already been
said, 31 States, including my home State of Tennessee, have suc-
cessfully passed transportation funding bills.

In 2017, T worked with Governor Bill Haslam to develop and
pass the IMPROVE Act to provide increased funding for transpor-
tation for the first time in Tennessee in 30 years. This conserv-
ative, responsible, and user-based approach raises the gas tax by
6 cents, and diesel tax by 10 cents. This was no easy sale to the
Tennessee Legislature. Finally, after 2 years of preparation, the
only way we were able to get this bill passed was to wrap it around
the largest single tax cut bill in the history of the State of Ten-
nessee. The tax cuts were twice the increase of the fuel tax.

AASHTO member States continue to believe that the best way
to fund the Nation’s crumbling infrastructure is through sustain-
able formula-based funding. The Highway Trust Fund has provided
stable, reliable, and substantial highway transit funding for dec-
ades since its inception in 1956. However, today, the solvency of
the trust fund is in jeopardy.

Since 2008, the Highway Trust Fund has been sustained through
a series of General Fund transfers, now amounting to $140 billion.
Annual HTF spending is estimated to exceed receipts by $23 billion
by fiscal year 2027. AASHTO estimates that the States may see a
40-percent drop from fiscal year 2020 to the following year. For
Tennessee, this would represent a $400 million reduction in our an-
nual budget, wiping out the increase we received from passing the
IMPROVE Act, plus an additional $150 million annually. This rep-
resents an overall 20-percent reduction in our total budget, and a
45-percent reduction in our heavy building program. A cut of this
magnitude will eliminate our ability to make significant inroads in
addressing congestion through capacity expansion, and Tennessee
would largely become a maintenance-only State.
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AASHTO strongly believes that the congressional infrastructure
package must focus on direct funding distributed to States and
transit agencies through formula programs, rather than through
grants or Federal financing support. AASHTO’s member DOTSs al-
ready rely on various forms of financing and procurement, ranging
from bonding, TIFIA credit assistance, State infrastructure banks,
and public-private partnership, just among some of the tools.

In Tennessee, a State that consistently has its roads ranked in
the top five in the Nation, we are a pay-as-you-go State. We have
no transportation debt and have no roads that are tolled. We rely
solely on the trust fund’s formula money and State revenues.

While we do not object to the current options to capital markets
for DOTs, we would strongly object to increasing those options at
the expense of the Highway Trust Fund. There is ample docu-
mented evidence that shows infrastructure investment is critical
for the long-term economic growth, increasing productivity, employ-
ment, household income, and exports.

Conversely, without improving our Nation’s infrastructure, dete-
riorating conditions can produce a severe drag on the overall econ-
omy. In light of new capacity and upkeep needs for every State in
the country, the current trajectory of the Highway Trust Fund, the
backbone of Federal Surface Transportation Program, is simply
unsustainable, as it will have insufficient resources to meet current
Federal investment levels beyond fiscal year 2020.

I want to thank you again for the opportunity to testify, and I
am happy to answer any questions that you may have.

Mr. GRAVES OF MI1SSOURI. Thank you, Mr. Schroer.

Next we have Mr. Michael Lewis, who is the executive director
of the Colorado Department of Transportation, and he is here on
behalf of the Western Road Usage Charge Consortium.

Mr. LEwis. Thank you, Chairman Graves and Ranking Member
Norton, for the invitation to testify before the subcommittee today
specifically on a possible alternative funding mechanism, what we
call the road usage charge, or RUC. You may also hear these sys-
tems referred to as a mileage-based user fee or vehicle miles trav-
eled fee.

I am pleased to be here representing RUC West, a voluntary coa-
lition of 14 western State departments of transportation committed
to collaborative research and information sharing on the develop-
ment of a new funding method for transportation infrastructure.
The primary goal of this coalition is to build public sector organiza-
tional capacity and expertise in RUC systems, including associated
policy, administration, and technology issues.

The Colorado Department of Transportation is facing a nearly $1
billion annual funding shortfall over the next 10 years, and is ex-
ploring transportation funding alternatives, as the gas tax is un-
able to meet the infrastructure investment needs of the transpor-
tation system. To put it in simple terms, we need to nearly double
our current amount of funding to meet the transportation needs of
Colorado.

Sadly, our State’s funding situation is not unique. It is a di-
lemma that is shared by all States across our country. This di-
lemma is driven by one simple fact: The gas tax, as we know it,
is not sustainable. For many years, gas taxes have worked well as
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a user fee to fund transportation. The more someone drove and
used the system, the more fuel they purchased, the more they paid
toward maintaining and improving our system.

New fuel economy standards and the growing adoption of alter-
native fuel vehicles have upset that balance. Alternative fuel vehi-
cles, including full electric, hybrid, compressed natural gas, liquid
natural gas and propane, pay little or no fuel taxes, regardless of
how much they use our highways. Their adoption and use are not
bad things. They have significant positive benefits. But it also
means that we must find a new, fair, and equitable way to collect
user fees to adequately maintain the transportation system we all
rely on.

So what are Colorado and other members of RUC West doing to
prepare for a future of more electric and alternative fuel vehicles
and increased fuel efficiency? We are working cooperatively to re-
search and evaluate a mileage-based fee system as an alternative
funding mechanism to replace the gas tax.

As the number of people in Colorado increases, so do the number
of vehicle miles traveled and the wear and tear on our roads.
Under a road usage charge, vehicles pay for the miles traveled,
which equitably charges for the usage of the system, regardless of
fuel type or fuel efficiency. Using pooled resources, RUC West has
advanced research in the field by examining the impacts of chang-
ing vehicle fuel economy on State transportation funding, the ef-
fects of RUC on rural residents, protection of user privacy, param-
eters for RUC per-mile rate setting, and evasion and enforcement
policy options.

A number of States have already deployed pilot programs. In
California, funding is used to evaluate a pay at the pump option
for RUC, which includes electric charging stations. Colorado is
working with the agricultural community to pilot a RUC system for
rural residents; Hawaii is researching RUC collection on manual
and automated readings at inspection stations; Washington State
is testing critical elements of the interoperable multijurisdictional
RUC system; and Oregon, the leader, continues to refine and im-
prove their operational RUC system.

These individual State efforts demonstrate the complexity and
sophistication of RUC West member States and their under-
standing of the RUC system. In short, our States are working as
laboratories, and are producing meaningful, replicable results.

RUC West is demonstrating that the type of cooperation and col-
laboration needed to define and implement a new model for trans-
portation funding is possible. In less than 5 years, we have gone
from one State with a pilot program to many States with pilot ac-
tivities and supporting legislation.

Are there questions and concerns about RUC? Of course, there
are. However, CDOT’s recent pilot efforts demonstrate that the
questions have answers and the concerns can be relieved. Our pilot
allowed drivers of different vehicle types to choose how they report
their mileage and compare what they pay under a road usage
charge versus the current gas tax. Participants reported high satis-
faction with all aspects of the pilot program. Ninety-one percent of
participants said they would participate in a future pilot.
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Mr. Chairman and members of the subcommittee, it is ideas like
these led by States that can help answer the very nature of this
hearing, how do we provide long-term funding for our transpor-
tation system? CDOT and RUC West will continue to explore the
possible funding mechanisms to ensure Americans have the mobil-
ity they need for livable communities and economic health. How-
ever, we cannot stress enough that we have an immediate funding
crisis in this country regarding infrastructure. The findings from
these pilot programs will provide important information on how
best to structure and implement a sustainable funding mechanism
for the long term.

Mr. Chairman and members of the subcommittee, the future is
upon us. We value our partnership with the Federal Government
to support this work. I appreciate the subcommittee’s time and at-
tention to this important topic, and I will be happy to answer any
questions you may have. Thank you very much.

Mr. GRAVES OF MISSOURI. Thank you, Mr. Lewis.

Next, we have Mr. Chris Spear, who is the president and CEO
of the American Trucking Associations.

Mr. SPEAR. Thank you, Chairman Graves, Ranking Member Nor-
ton, and members of the subcommittee. Thank you for giving ATA
the opportunity to testify on long-term, sustainable funding solu-
tions for surface transportation infrastructure.

The fact that we are having this discussion today, more than 2
years away from the expiration of the FAST Act, is welcome. It is
a testament to the leadership of this committee and by President
Trump, who I believe made this a front burner issue. I commend
that. Now the hard work begins, paying for it.

While ATA recognizes how difficult it is for Members of Congress
to commit to, or even openly discuss the types of spending needed
to address our ailing roads and bridges as well as the revenue rais-
ers necessary to get there, it is very clear that doing nothing will
impose a much higher cost on the American people, and on the in-
dustry that I represent.

Each year, motorists spend more than $1,500, due to the lack of
infrastructure investment. That is $500 spent repairing their vehi-
cles and nearly $1,000 more wasted sitting in traffic. The trucking
industry loses more than $63.4 billion every year because of con-
gestion. That is 362,000 truck drivers sitting idle for an entire
year. And as much as we loved the tax cut we got last year, we
are going to give it all back, because that $63 billion is like a 9-
percent tax on our industry. These are the costs of doing nothing.

Our solution, the Build America Fund, is the most immediate, ef-
ficient, and conservative way to tackle this problem. We are pro-
posing a 20 cent fee on fuel at the wholesale terminal rack, 5 cents
per year for 4 years. Unlike tolls or mileage fees, it is extremely
inexpensive to collect. More than 99 cents on every dollar will be
spent on transportation programs and projects, not paying for new
bureaucracies or lining the pockets of foreign banks. It doesn’t grow
the budget deficit, it shores up the Highway Trust Fund, and it
puts real money on the table, $340 billion in new additional rev-
enue over the first 10 years.

Here are the alternatives: Doing nothing costs drivers 15 times
more than they pay under our proposal. Borrowing money from
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China just passes the buck to future generations with interest.
Some States, in desperation, are resorting to tolls. Just look at I-
66, just a stone’s throw away from Capitol Hill. You have toll rates
now up to $47 just one way for a 10-mile trip. Rhode Island is
using a loophole in the Federal law to discriminate against trucks
by charging a truck-only toll for more than a dozen bridges. And
there is the idea of selling off public infrastructure to the highest
bidder, leaving the people who rely on those facilities holding the
bag decades after the money gained is spent.

We offer a simple immediate solution: That same motorist cur-
rently paying $46.75 to go one way one day on I-66 would pay just

2 more a week under the Build America Fund for all roads and
bridges. That is hardly regressive, and it doesn’t mortgage our fu-
ture or rely on inefficient fake funding schemes like tolls. Rather,
the Build America Fund is a no-brainer. And if the money raised
goes back into roads and bridges, people, including ATA members,
will gladly pay it.

Our proposal also fulfills the Federal Government’s obligation
under article I of the Constitution to establish roads and strength-
en interstate commerce, not kick the can by devolving authority to
cash-strapped States. This is an investment not just in our high-
way system, but in our economy and in jobs. Perhaps most criti-
cally, we know that providing the resources for highway safety im-
provements can save thousands of lives and prevent countless inju-
ries.

The trucking industry understands, like nobody else, roads and
bridges are our backyard. We see them every minute of every day.
To the 7.4 million hardworking people who move 71 percent of the
domestic freight in this country and to most Americans, this is not
about ideology, which is just another excuse to do nothing.

ATA believes this is about doing what is right for America.
Trucking pays half the tab into the Highway Trust Fund, and we
are willing to pay more, because we know that the price for this
investment is small compared to all the benefits we will receive.
And that is why Ronald Reagan twice signed an increase in the
user fee into law. He led, and our Nation prospered. Roads and
bridges are not Republican or Democrat, they aren’t free, and they
aren’t cheap. It is time to start investing in our future.

Thank you for the opportunity to testify today.

Mr. GRAVES OF MiSsOURI. Next, we have Mr. Ed Mortimer, who
is the executive director of the transportation infrastructure at the
U.S. Chamber of Commerce.

Mr. MORTIMER. Good morning, Chairman Graves, Ranking Mem-
ber Norton, members of the subcommittee. My name is Ed
Mortimer, and I have the pleasure of serving as the executive di-
rector of transportation infrastructure at the United States Cham-
ber of Commerce. I also serve as executive director for the Ameri-
cans for Transportation Mobility Coalition, which has been estab-
lished since 2000 with business, labor, and a variety of transpor-
tation stakeholders that have been advocating on behalf of the im-
portance of a national infrastructure program. And I am honored
to be joined by one of our management committee members, Chris
Spear, here today.
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America’s transportation network is a vast system that connects
people and places, moves goods, and boosts our economy and en-
sures our quality of life and safety. It has served as the backbone
of the Nation’s economy. As this subcommittee knows, America’s
infrastructure is aging and in dire need of modernization.

We believe now is the time, now in our Nation’s history, is the
time to have this discussion and to move forward with what is the
next system that we need to have. President Donald Trump has re-
peatedly announced his desire to enact an infrastructure invest-
ment plan, and many in Congress have expressed a willingness to
advance such legislation. We were pleased to see the administra-
tion release their legislative principles, which has allowed the
House and Senate to begin this hearing process. The national
chamber and the Americans for Transportation Mobility Coalition
believe that this is a once-in-a-generational opportunity for Federal
leadership to modernize America’s infrastructure, and that this ef-
fort is critical to our Nation’s future economic success.

As this process moves forward, the national chamber believes
that any package should include the four following principles, and
I will note we released these principles on January 18th on
LetsRebuildAmerica.Com. The four principles are: Increasing the
Federal fuel user fee by 25 cents for surface transportation
projects; implementing a multifaceted approach for leveraging more
public and private resources; streamlining the permitting process
at the Federal, State, and local level; and expanding America’s
workforce through work-based learning and immigration reform.

We believe that business, labor, public transit advocates, and
other key stakeholders must partner with Congress to find a long-
term sustainable funding source for the Highway Trust Fund. Cur-
rently stuck at 18.4 cents a gallon, the Federal gasoline tax, as
mentioned, has not been increased since 1993. Since then, its pur-
chasing power has lost over 40 percent. It is the national chamber’s
position that the simplest, most straightforward solution to this im-
mediate problem, that we as a Nation face, is to increase the user
fee. It is not that the user fee isn’t sustainable; it is that we
haven’t adjusted it. Could you imagine selling a 1993 product? That
is what we are selling U.S. infrastructure at now, at 1993 cost.

And yes, in the long run, we know that we need to look at other
methods to pay for future modernization of infrastructure, but
those are down the road. We are very excited about some of the
programs and the options that are out there. But we have a prob-
lem today, ladies and gentlemen, a problem today that needs to be
addressed. Putting this off will continue to cause our economy to
suffer, will infect the quality of life of all Americans, and will not
allow us to have the economic growth that tax reform, which the
national chamber was a big proponent of getting, we are not going
to have the full benefits of tax reform without getting infrastruc-
ture modernization done with paying for it.

Again, we certainly see a very critical and important role for pri-
vate investment. We applaud this subcommittee for its work in
looking at public-private partnerships. We believe that it is a tool
in the toolkit. There needs to be more private investment. We can
get all the public investment in the world, we are not going to solve
all of our infrastructure needs.
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So, again, enhancing and plussing up funding for current Federal
credit programs, looking at potentially creating a new revolving
loan program, all options that this subcommittee needs to consider,
but private investment has to be part of the mix moving forward.

We talked about permit streamlining. This subcommittee has
done great work on the surface transportation side, but we need to
codify the administration’s one Federal decision for that 2-year
timeline to get projects through the list. And the U.S. Chamber of
Commerce believes we need to additionally incentivize State and
local governments, if they are going to get Federal money, that
they also need to meet that 2-year requirement. Again, not chang-
ing environmental law, maintaining public input, but providing
regulatory certainty. The number one reason we hear private inves-
tors aren’t investing more in U.S. infrastructure, the lack of regu-
latory certainty in the process.

The bottom line is that the time to make these important invest-
ments is now. Delaying action only makes these decisions more dif-
ficult and projects costlier. Our ATM Coalition has been talking to
people around the country. We talked to Vicki Kitchin from the
Build Indiana Council, who said, “we need to make these invest-
ments; it is our turn now.”

Our forefathers made the investments in infrastructure. Chair-
man Shuster talked about Teddy Roosevelt, Dwight Eisenhower. It
is now our time to make those investments. We as a business com-
munity are willing to stand with you, Members of Congress, to get
the job done. Delay is not an option.

Thank you for the opportunity to speak.

Mr. GRAVES OF MISSOURI. Next, we have Ms. Thea Lee, who is
the president of the Economic Policy Institute. Thanks for being
here.

Ms. LEE. Thank you, Chairman Graves, Ranking Member Nor-
ton, members of the subcommittee, for the invitation to come here
today. My name is Thea Lee. I am president of the Economic Policy
Institute, the Nation’s premier think tank for analyzing the effects
of economic policy on the lives of America’s working families.

For many years, EPI has consistently and repeatedly advocated
for a substantial increase in investment in the Nation’s infrastruc-
ture, in light of the extraordinary benefits this would bring to the
U.S. economy, to workers, and to American businesses.

The first step is to keep our current infrastructure from further
deteriorating. Allowing the Highway Trust Fund to become pro-
gressively underfunded in the coming decade would do great dam-
age. The Highway Trust Fund is currently funded, as others have
talked about, by the Federal gas tax, which is not indexed to infla-
tion and has not been increased since 1993. To ensure that the
Highway Trust Fund has the resources to fund its planned expend-
itures, the current gas tax should be raised, or a new dedicated
revenue source for the HTF should be found. Adequately funding
the HTF will also free up funding for other infrastructure needs
not funded by the HTF, like aviation and rail.

But I want to be clear that simply maintaining the status quo
by finding a funding source for the HTF is far from adequate. The
current state of U.S. infrastructure is deeply deficient, due to past
neglect and underinvestment. So we don’t need to just maintain
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current infrastructure spending; we need to substantially increase
it.

Our research at EPI indicates that reversing this chronic under-
investment in infrastructure will require a strong Federal role and
a commitment of Federal resources, even beyond new resources for
the HTF. Currently, we rely heavily on State and local govern-
ments to finance a large share of infrastructure, particularly high-
ways and transit. This heavy reliance on State and local govern-
ments has led us to the current situation, which virtually every-
body agrees is suboptimal.

I want to highlight some of the findings from our past research
on infrastructure. The first is that there is no free lunch or free
road or free bridge. American households will, in the end, pay for
improved infrastructure, either through higher taxes or through
user fees and tolls. Too often, advocates of leveraging the private
sector via public-private partnerships or other schemes to
incentivize private provision of infrastructure obscure or underplay
this basic economic truth.

Second, the Federal Government provides some key advantages
to financing over private actors, and even over State and local gov-
ernments. The clearest advantage is that the interest rate paid on
Federal debt is lower than what is available to private actors or the
States, making long-term debt financing cheaper for the Federal
Government.

Some have claimed that State and local provision of infrastruc-
ture is more efficient, simply because these levels of Government
are closer to end users. But this argument is clearly wrong. Eco-
nomic efficiency depends on the funding mechanism, not the level
of Government. So a project financed by the Federal Government
through a user fee, like the gas tax or mileage fee, is no less effi-
cient than one financed by a State government through a user fee.
Crucially, because State and local governments are not incentivized
to take account of externalities or regional spillovers, they may
underinvest in key infrastructure projects.

We know that it isn’t just, for example, Maryland residents who
use Maryland roads and transit. Motorists and riders from other
States do as well. So if Maryland policymakers are ignoring the po-
tential benefits that accrue to out-of-State users, they are likely to
underinvest in Maryland roads and transit. Virtually, all of our
transportation systems are linked across State lines, and serve
nonresidents as well as residents. So coordinating and prioritizing
infrastructure projects at the Federal level can lead to significant
efficiencies.

And it is essential that all infrastructure projects, whether Fed-
eral or State, public or private, support good jobs with good wages,
and explicitly incorporate key labor standards like Davis-Bacon. In-
frastructure projects that pay good wages have durable benefits for
communities and local tax bases, unlike those that seek to under-
mine decent wages and standards.

Public-private partnerships and State infrastructure projects
should meet the same high standards as federally financed
projects. Buy America provisions, ensuring that infrastructure in-
puts and materials are made in America, consistent with our inter-
national obligations, are also essential for maximizing the benefits
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of infrastructure investment, in terms of good jobs and strong com-
munities.

Traditionally, there has been bipartisan support, there has been
business and labor support for infrastructure investment, but in re-
cent years, some of that has eroded.

I hope that the broad support that we heard in today’s hearing,
and appreciate the other witnesses—I hope that that broad support
will enable action in the near future. As many have said, and I to-
tally agree with Mr. Mortimer, Mr. DeFazio, that the timing is ur-
gent to act on this, that we can’t afford to ignore it any further.
It is important for our economic health, for our global competitive-
ness, and for good jobs.

Thank you for your attention. I look forward to any questions
you might have.

Mr. GRAVES OF MISSOURL I will now turn to Chairman Shuster
for opening questions.

Mr. SHUSTER. Thank you. Again, thank you all for your testi-
mony. I appreciate you being here to talk about such an important
issue. I want to turn to Commissioner Schroer first, and maybe
last, because I would like to hear—your State of Tennessee has—
I think I counted nine interstate highways running through it.

Now, I would like to think that since I-81 runs through Pennsyl-
vania that it is as important to your State as it is mine, but I
would like for you to talk about that, how important it is, and
maybe some of the other roadways through your State. In Ten-
nessee, where are you going to focus your dollars? It would seem
to me if I was a DOT commissioner or secretary, I would focus
them where I am going to get the best bang for the buck.

But knowing that I-81—again, I go to [-81—it is important to
Pennsylvania. I am not sure—I think it is pretty important to
Maryland, but they have 18 miles of it, so they don’t have a whole
lot of money that they have to spend to widen it. So, again, you
have got so many interstates coming through your State, can you
tell me which are the highest priority? Where is I-81, for instance,
on the priority list and what are low priorities, which may affect
other States if they are not a priority going through your State?

Mr. SCHROER. I can assure you, I-81 is one of my top priority
interstates.

Mr. SHUSTER. Thank you.

Mr. SCHROER. As you said, we have nine interstates. We have
over 1,000 miles of centerline interstate roads running through
Tennessee. It is a pretty broad but not very tall State. But one of
our most important roads, except for I-81, is I-40, and it goes all
the way from, you know, the east coast to the west coast and car-
ries a huge amount of traffic.

The truck traffic that is on 1-40 is significant and carries a whole
lot of commerce throughout the State; I-65 north-south, I-24, same
way. And we have to spend those dollars that we have to maintain
and to increase any capacity that we might need on those roads.
But those roads are all important to the State of Tennessee.

I do want to bring attention to another interstate that is just sort
of beginning in Tennessee, and it is I-69, and I-69 goes from De-
troit to Texas. It is considered a road of national significance. We
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have received over $350 million in earmarks on I-69, and we have
put those to good use.

We are currently working on an area around Dyersburg in north-
west Tennessee for a loop around that city. We have done a lot of
work on that road in Memphis, but there is a 70-mile stretch south
of Dyersburg to Memphis that runs through farmland that is much,
much more important to the whole corridor of I-69 than it is to the
State of Tennessee.

It is the cost of about $1.5 billion for this 70- to 75-mile road.
It is a road project that now has to compete with every other road
project that we have in the State of Tennessee. And we rank roads
on prioritization from safety, congestion, and economic develop-
ment; and, quite frankly, I-69 doesn’t reach any of those param-
eters. So it is a road that we will have a hard time funding and
completing without some Federal investment.

Mr. SHUSTER. What it sounds like is, quite frankly, you are not
going to spend your precious dollars on a roadway that isn’t that
great a benefit to Tennessee, but if I am right, I-69, I think,
crosses through eight States. And Texas, for instance—I have been
in Texas. I have been in Indiana. I know it is important to Indiana
and Michigan.

But there will be a missing link in I-69, not because you don’t
want to build it, but because you can’t afford to build it. That is
a perfect example of what the interstate highway program is all
about. And I don’t want to steal Mr. DeFazio’s thunder or his vis-
ual, but the State of Oklahoma and Kansas, it sounds to me that
could happen. I-69 could, over the years, be built and all of a sud-
den, there are 70 miles in Tennessee that you are not going to
build it unless the Federal Government contributes to it and gives
you a push or an incentive, and that is the money part. Is that ac-
curate?

Mr. SCHROER. We will have a hard time putting $1.5 billion in
that road as it competes with all the other roads across the State
of Tennessee. And if we do, it will take a long, long time to do it.
And without that link or any other links on I-69, it is not an effec-
tive roadway for the country. And I think that is an important road
for the United States, especially the north-south traffic.

Mr. SHUSTER. Thank you very much, I appreciate that.

I yield back.

Mr. GRAVES OF MISSOURIL. The Chair notes the presence of our
colleague and good friend, Mr. Larsen. We appreciate your interest
in this topic and your participation today. And with that, I would
ask unanimous consent that Mr. Larsen be allowed to fully partici-
pate in today’s hearing. And, without objection, that is so ordered.

I now turn to Ranking Member Norton.

Ms. NORTON. Thank you, Mr. Chairman.

Mr. Lewis, you could do a real service to this committee by mak-
ing us understand whether VMT is the answer to our problems.
Now, I really don’t want to go down a rathole, but I was one of
those who thought that, well, this may be the answer. But I am
looking at Colorado’s comparison experiment, and we really need
your most candid assessment here, because Colorado had the pilot
program, and under your program, the drivers were able to com-
pare what they would pay under a road usage charge versus cur-
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rent gas tax. I wonder if you see any problems in the eventual
transaction without a raise in the gas tax?

If we simply converted an inadequate gas tax to a per mile, this
is my real question, to a per mile. So status quo, but it is a per-
mile fee at the same rate, which is inadequate, would the VMT do
us any good, or is it inevitable that the gas tax would have to come
up, because as people saw these comparisons they would see the
difference? In other words, what did the pilot tell us?

Mr. LEwis. Right. Thank you, Ranking Member Norton. I think
it is an excellent question. I think Mr. DeFazio raised it as well
and many of my panel members. We are not there today.

Ms. NORTON. You are not what?

Mr. LEwis. We are not there ready to implement a road usage
charge today. That is why we have these pilot programs in place
initiated by Oregon more than 15 years ago to test out is this a via-
ble option.

I had the honor of testifying before this committee maybe 5 years
ago, and we were talking about maybe by 2025 that would be
ready. I would say that may still be true—and I would support my
colleagues that we need a bridge. If we are ever going to get to a
road usage charge, we need a bridge to get there. If it is 10 years
away, Colorado is getting into a $5 billion deficit in that 10 years
before we are ready to implement a road usage charge.

Ms. NORTON. But would that mean a gradual raise in the gas tax
over time so people wouldn’t

Mr. LEwis. That is certainly one option. It is what is in place
today. Administratively this would be the relatively easy way to go.
I think it is a politically difficult way to go, as has been mentioned.

But if we are going to—the concern about the sustainability, and
some of my colleagues talked about this, the sustainability of the
fuel tax, (A), it is not indexed. We know that. So in 25 years, we
have lost 60 percent of its buying power. But the other thing that
is really important to think about is we are—I believe there is no
turning back on the evolution of motor vehicles to be operated by
electric motors or alternative fuels. The auto manufacturers are al-
ready, you know, planning to go that route. So over time, we will
be taking in—if we stick to the fuel tax, we will be taking in less
and less revenue per vehicle miles.

Ms. NORTON. So the automatic vehicles will use, what, less

Mr. LEWIS. An electric vehicle will pay no fees.

Ms. NORTON. Oh, the electric vehicle.

Mr. LEwis. The electric vehicle will pay no fees. A compressed
natural gas vehicle will pay no gas tax. So those are coming, and
I think we need to prepare ourselves for that and we need to get
ahead of it. And I think that for every day that we delay further
study on a potential alternative is a day that we’ll be late imple-
menting it. That is why we feel that in the Western States it is so
important to study more. These questions that you have raised are
absolutely important questions. How do we operate

Ms. NORTON. Are you testing the transition costs as well so that
we would know whether or not a gradual raise in the gas tax or
some other solution as you see the comparisons?

Mr. LEwis. I think that is an administrative or legislative discus-
sion, because we see it as a potential future replacement for the
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fuel tax. But in that period of time when we all know that, you
know, we still need to make that bridge so we have sufficient reve-
nues to fund the Highway Trust Fund, we are going to have to do
something more than what we are doing today.

One of the pilots that is underway right now between California
and Oregon is to study about interoperability, how does one State
reimburse another State for travel between States? That is some-
thing that has to be worked out. How do we do that across the
whole country? The I-95 Corridor Coalition has a similar pilot un-
derway to think about how would you do it in—I believe Pennsyl-
vania and Delaware are working on that.

There is a lot more study. We are not ready yet. I want to be
very careful to say we are not ready to implement that yet, but it
is an—I think what the pilots are showing——

Ms. NORTON. How much longer—I mean, is there a timeframe for
the study?

Mr. LEwis. I think it is difficult—I would say it is, you know, it
is probably still 10 years off before it can be fully implemented.

Ms. NORTON. Thank you very much, Mr. Lewis.

Thank you, Mr. Chairman.

Mr. GRAVES OF MISSOURI. Mr. Barletta.

Mr. BARLETTA. Thank you, Mr. Chairman.

Many of my colleagues are probably tired of hearing me say this,
but I grew up working in a road construction business, so I know
firsthand how uncertainty about Federal funding impacts everyone
from State and local governments right to the private industry.
That is why I believe so strongly in finding a long-term, sustain-
able solution for the Highway Trust Fund’s revenue shortfall.

I think that President Trump’s commitment to getting an infra-
structure package passed this year provides the perfect avenue to
do that, whether it is through a gas tax, which I have consistently
advocated for, or another user fee. We heard Secretary Chao say
it here yesterday that everything is on the table. This administra-
tion is open to considering all revenue sources. Charging a user fee
to those that benefit from activity is a conservative principle. Cur-
rently, however, not all users of the trust fund are paying in.

Mr. Schroer, can you speak to actions our States have taken or
have looked into to ensure more users of the transportation system
are supporting that system?

Mr. SCHROER. Well, thank you very much. As you know, we did
pass a new revenue bill last year, and that was a great consider-
ation to us. And so we, as part of the bill, while we did raise gas
taxes 6 cents and diesel fuel 10 cents, we also added a fee for elec-
tric vehicles of $100 a year, and we added a fee to alternative
sources of fuel as well. So compressed natural gas and other types
of fueling, we added that to the bill. So we felt like we made a start
in looking at other options as that happened. And so we hope it has
an impact and we think it was how we should go about it.

Mr. BARLETTA. Going back to the idea of a gas tax increase, I rec-
ognize one concern about this idea is that it is regressive. What we
should not overlook, however, is the financial costs from wasting
time and fuel sitting in traffic congestion and vehicle repairs in-
curred from potholes and other roadway damage are also dispropor-
tionately shouldered by those with lower income. I have always
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said it is better to spend money to solve a problem so that you
never have to deal with it again, rather than keep putting a Band-
Aid on this problem. You wouldn’t keep replacing your carpet in
your home if your roof was leaking. You would fix the roof.

Now, while I continue to hear all options are on the table when
it comes to a sustainable revenue source for the trust fund, my
question for each member of the panel is what is more important,
the outcome of permanently fixing the Highway Trust Fund or the
user fee mechanism deployed to fix it? If we can go down the line.

Mr. SCHROER. Well, I think as the State of Tennessee and also
as AASHTO, it is important for us to have a long-term sustainable
funding source. We are completely convinced that is how it needs
to be done. We feel it should be formula based that allows States
to put priorities on projects as best they can. They know what is
going on.

And AASHTO has recommended many different options. We
have revenue options that we have published for everyone’s consid-
eration, but we do continually believe that a sustainable form of
revenue is important for us.

[AASHTO’s “Matrix of Illustrative Surface Transportation Revenue Op-
tions” is on pages 109-116.]

Mr. LEwis. And I fully concur with my colleague from Tennessee.
And I would also add, and to you who know the construction indus-
try, how difficult it is to plan. You can’t plan your labor, you can’t
plan your equipment purchases if you don’t know—if you look out
on a 10-year horizon that there is a sustainable level of funding.

So when money is dropped on us, which is great, we will never
turn it away, it is very difficult to put programs out because our
industry is perhaps not prepared for it. And so I think that sus-
tainability and that predictability of the funding source is so crit-
ical to efficiency in this system.

Mr. SPEAR. I would say it is all about the money. You all know
how to do a highway bill. You have done the FAST Act, MAP-21,
SAFETEA-LU. I mean, you guys know how to write a highway bill.
That is not the issue here. The issue is funding it, real money, put-
ting real money on the table.

I think it is imperative that this President put the full power of
his office behind this. If he wants it done this year, he is going to
have to lead up here. He is going to have to work collaboratively
with you, not just throw everything on the table. Pick something,
pick several things, but to get to the number that we are talking
about, you are going to have to really get behind this all the way
through the process and work collaboratively with you. We are here
as a panel to really support you through that process, and I think
that is really important.

Beyond the money, I think 10 years is really a good swath of
time to play with here, because it provides certainty. If you are
going to build a real major project, whether it be a bypass, a
bridge, a tunnel, you are not going to do it in a matter of 12
months; you are going to do it over the course of 3 to 4 years. And
to have that kind of certainty out there at the State and local level
is really significant, and I think you will see a lot of economic gain
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from that type of certainty. So beyond the money, I think the 10
years is really an important element.

Mr. MORTIMER. I couldn’t agree more. I would also concur that
the national chamber put out its 25 cent gas tax, not because we
always love doing that, because we looked at all the other options.
But we are willing to work with the administration and Congress.
It has got to be long-term sustainable, as Chris said, 10 years. If
you are going to modernize infrastructure, it has to be a 10-year
plan.

So we have been patchworking this for the last 15 years. If we
are going to truly deal with it, let’s come up with that long-term
sustainable funding source. And I think what I have heard today
is that, while vehicle miles traveled has some outcomes in the fu-
ture, we are not there. So if somebody can come to us with a long-
term sustainable source that is going to invest and modernize in-
frastructure, the national chamber is going to be all for it.

Mr. BARLETTA. That is like Dippin’ Dots. It is the ice cream of
the future. It is always the ice cream of the future.

Ms. LEE. And, yes, you know, while we are always concerned
with the progressivity or the regressivity of any funding mecha-
nism, I think in this case, the user fee, the gas tax, or other user
fee is warranted to make sure that Highway Trust Fund because
the benefits are so widespread, as you said, and the impact of con-
gestion and other things fall on everybody. But as I also said, you
know, our belief is that we need additional funding beyond making
the Highway Trust Fund whole, and that could be done in a more
progressive way, particularly at the Federal level and should be.

Mr. BARLETTA. Thank you. Thank you, Mr. Chairman.

Mr. GRAVES OF Mi1ssOURI. Mr. DeFazio.

Mr. DEFAz10. Thanks, Mr. Chairman.

I am going to get the chairman his own copy, but this is our lat-
est version, and since he brought it up and Mr. Schroer really un-
derlined the need for Federal investment, I mean, when you talked
about that section of I-69 in your State that cost $1.2 billion, which
is delivering benefits for the nationwide system, not just for your
State. But, again, I have been showing this for years. Amos
Switzer’s farm field, brandnew Kansas turnpike. There is where it
ended because Oklahoma got in financial difficulty until we had
the Federal program. That’s why we need a Federal program.

If devolution didn’t work in the 1950s, how the hell is it going
to work in the 21st century when we are competing worldwide with
other countries? Back then we were the dominant power in the
world, we didn’t need to worry about competing. So I will get Bill
his own copy.

Now, Mr. Lewis, on your VMT, and I—you know, you have a lot
of satisfaction with the small number of volunteers, you had 150
or so, and you had highest satisfaction among those who were GPS
based. And I am going to have my staff follow up with you because
of all the concerns I hear about privacy. I mean, when we did our
first pilot in Oregon in Blumenauer’s district, I mean, the people
in Blumenauer’s district are not representative of the people in my
district, in my rural areas in particular—they are happy that the
Government should know where I am all the time, and in my dis-
trict it is like the Government will know where I was after they
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have got the gun from my cold dead hand in my car. So it is—you
know, there are some real issues there that need to be resolved.

But my question would be, did you use congestion pricing? I
mean, you are tracking the mileage by GPS because—here’s my
concern: You live in eastern Oregon, you have to drive 30 miles to
the feed store. We shouldn’t be charging that person the same per
mile as someone who jumps onto I-205 in Portland, Oregon, which
is backed up at rush hour, and now they are talking about, you
know, having to toll because they are trying to drive people off of
it. You know, so did you do variable pricing?

Mr. LEwis. Thank you, Mr. DeFazio. We did not in our pilot.

Mr. DEFAz10. OK. Do you think that, for purposes of equity, that
that is where we need to go?

Mr. LEwis. I think the system theoretically certainly allows that
to happen, which is either a pro or a con against using a road
usage charge.

Mr. DEFAzI10. Right. But, I mean, do you feel that it would be
equitable to charge a rural Coloradan, you know, X cents per mile
to drive on an empty road to the farm store, you know, farm supply
store, and yet someone who jumps on, you know, the freeway right
downtown in Denver, you know, at rush hour, they pay the same
per mile? That doesn’t seem right.

Mr. LEwis. Well, I think the opportunity exists to evaluate that
and to make different pricing, but I do think that one of the—and
we are doing a second pilot this year specifically for the rural parts
of Colorado to learn more about their impacts and their needs.

And one of the things we found in the previous study was that,
you know, many, as you know, coming from the rural part of the
State, that many of the highway users in rural areas have, you
know, older vehicles, larger capacity engines. If you drive an F—
250, you are going to use a lot more gas than if you are driving
a Prius in downtown Denver. And one of the opportunities for a
road usage charge is that there is more equity because you are not
paying based on the type of vehicle you need to use for your pur-
poses; you are paying on how much you are using the roadway. So
whether you are driving a Tesla in Boulder or an F-250 in Brush,
you are paying for the use of the road, not what your vehicle uses
in fuel. I think that is an opportunity.

I think the issues you raise about equity on, you know, using on
a congested highway versus a two-lane rural roadway, that is a
very good comment, and I think that is something that would need
to be studied further. Can you provide different levels of fees based
on the type of road that is being used?

Mr. DEFAz10. Yeah, well, that is—and again, these are why we
need—it is going to take us probably 10 years to get to something
that would be acceptable nationwide and coordinated among the 50
States, since it isn’t going to be a devolved 50-State program, be-
cause that wouldn’t work too well. So I appreciate that observation.

I mean, the perversity of Oregon’s current pilot is that if you
have one of those giant dually pickup trucks, you will save money
by paying under the VMT as opposed to the fuel tax. I am not sure
we want to encourage that, but I also get the thing about the older,
less efficient vehicles in the rural areas.
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And my time is just about up here. I just want to congratulate—
you have all been great. But, Mr. Spear, thank you for your ex-
traordinarily outspoken factual testimony on the issue and particu-
larly bringing up the issue of I-66 and $46.75 to go 10 miles. That
is one heck of a toll. Four dollars and 67.5 cents per mile. Not too
many Americans can afford that. That is not the future that we de-
sire.

Thank you, Mr. Chairman.

Mr. GRAVES OF MISSOURI. Mr. Young.

Mr. YOUNG. Thank you, Mr. Chairman. I want to thank the
panel.

I am a little bit late, but everything I have heard here so far is
good. If you had done what I wanted to do in 2005, we wouldn’t
be here today. At that time, it was 5 cents and indexing it. People
don’t understand we passed it in 1991—by the way, I have been
through every highway bill since the beginning, and 1991 is 18%
cents per gallon; for our trust fund, as everybody knows, is about
7 cents now buying power. That is why we are behind the curve.

I still believe in the user fee and the gas—I hate to say tax—
just the user fee, but it is a gas tax. I think it is fair, so we are
going to have carbon a long time.

But I want to ask you, Mr. Spear, you supported the fuel tax, I
think, most strongly for many years. What are we going to do
about the electric trucks and all of the other things that are going
to occur? How are we going to collect the money if they don’t use
fuel?

Mr. SPEAR. Well, there are a number of ways you can do it right
now. I don’t think we would shy away from looking at alternative
funding solutions, like using DMV registration fees, for instance.
My testimony speaks to this. You don’t have to create a huge bu-
reaucracy to collect and capture alternative fuel vehicles, like elec-
trics, hydrogen, CNG. Just have them register at the DMV annu-
ally. We all do that, no administrative overhead, and that is about
$29 billion over 10 years.

Mr. YOUNG. But the only problem with a registration fee, and by
the way, I set up a commission and they came back with about four
different suggestions. I have a truck that is electric. I register it
and you charge me. But my truck only goes 10 miles. His truck,
the chairman’s truck, goes 5,000 miles on a highway. We are pay-
ing the same price. That is not fair. And so somewhere we have
got to figure out equal or equity for those that travel long distances
and those who travel short distances. But if I have my way, Mr.
Chairman, there will be no cuts for any electric cars or anything
else because they are using our roads.

Mr. SPEAR. That is correct.

Mr. YOUNG. And we are going to be in carbon use for a long time,
regardless of what they say. Some people say 10, 20 years. I am
saying 50 years before we finally get off of carbon-driven auto-
mobiles. We will increase electric cars. We have to collect some
way, and I am looking for a suggestion. Is it a registration fee? I
don’t think that is fair. Is it a mileage fee? If we can collect on the
mileage fee, that would be fair because, otherwise, I pay for what
I use and you pay for what you use.
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Ms. Lee, I want to ask this question because the Trans-Alaskan
Pipeline, which I am very well aware of, was built by a project
labor agreement. Yesterday, Secretary of Transportation Elaine
Chao urged inclusion of Davis-Bacon in infrastructure develop-
ment. Would you advocate these provisions be included in any in-
frastructure package that comes before the committee and the
House as a whole?

Ms. LEE. Yes, I would. Davis-Bacon provisions?

Mr. YOUNG. Why would you do that?

Ms. LEE. Because maintaining community standards in terms of
labor and wages allows, first of all, better quality projects because
you have less turnover, you have better training, you have better
quality of labor. And it provides durable benefits to the community
and to workers, so that I think it is common sense that if you have
an infrastructure project, you want that to support good wages in
the community and not undercut wages.

Mr. YOUNG. I thank you, because I have been an advocate for
this because I watched the pipeline be built in 3 years, no delays,
on time. I won’t say it was under budget, but it was darn near
under budget. And I am a big believer in project labor agreements
because we will get a product that will be finished probably under
cost, and we won’t have any problems of one of the sideline groups
having to strike and slowing the whole process down. Our biggest
problem, it takes a long time to build a highway now, and it
shouldn’t. You know, the permitting process, we tried that in TEA-
LU. It improved it, didn’t finish it. We have to continue to do that
so we are not delayed.

And agencies are our biggest villains, because they never do any-
thing together. I have got a bridge here, and I think most people
know where it is, where they are building a brandnew bridge next
to another bridge that is falling down. Now the the U.S. Fish and
Wildlife Service want to study the effect of the new bridge on the
fish that swim back and forth. That is pure—never mind, I won’t
say it. I am not going to be a Don Young now, but it is a fact of
life. So anyway——

Mr. SHUSTER. It is not my initials, is it?

Mr. YouNG. No, no, no, no, no, no, no, no, no. But anyway, I
want to thank the panel. And, Mr. Chairman, I am a big supporter
of paying. You cannot do this from smoke and mirrors. You have
to have a steady flow of income so you can plan ahead of time. We
made the mistake in 1991 because we didn’t index it. That is our
biggest challenge.

So thank you, Mr. Chairman. I appreciate it.

Mr. GRAVES OF MISSOURI. Ms. Esty.

Ms. Esty. Thank you, Mr. Chairman.

And I want to thank the panel, and you are all spot on. We know
what we need to do. This is not a dispute about policy. I want to
thank all of you for saying there is an immediate need. It is about
real funding. It is not about financing. We have plenty of debt al-
ready. We need to get back to the user fee pays and keeps up with
those needs. And we have now got several decades of not doing
that. And that is a hidden cost, but it is a cost and we are all pay-
ing it every day.
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John Katko, who I think had to leave, and I were part of a bipar-
tisan group, and I will get you copies of this, 48 Members of this
House, half Democrats, half Republicans, calling for real funding
and real changes, and we need to do that right now.

I mean, my home State of Connecticut, our Governor has an-
nounced she is putting on hold over $3 billion worth of projects
until we fix this funding problem. There is no free lunch, there is
no free road, there is no free bridge.

So here’s the question: Mr. Spear, you are totally right. We need
the President to lean in. It is not enough to say it is all on the
table. It has all been on the table for several decades. So the ques-
tion for all of us here, but as for you as well, how are Members
of Congress going to be held accountable for doing something, not
talking about it, but doing?

People were held accountable for the easy vote to lower people’s
taxes. How are Members of Congress going to be held accountable
by the States, by the truckers, by the national chamber, by the peo-
ple who know the real cost to industry, to individuals? How are we
going to be held accountable—carrots and sticks—so Members of
Congress actually at this time with this President do something
right now? Because it is an immediate need, we need to do it now.
And every day we don’t do it is a cost to our citizens and, frankly,
it is a cost to our democracy. If we cannot do the basics on this,
no wonder everybody is so frustrated and so angry when we do
know what to do.

You know what, Syria and North Korea, we are not sure what
to do. We know darn well what to do here, so help us figure out,
like, how can you be part of it and what can we do? Thanks.

Mr. SPEAR. Well, there is a lot to work with there. You know,
look, this is a wonderful venue. I sense a lot of bipartisan spirit in
the room about trying to address infrastructure. The policy debate,
as I said earlier, you all know how to write highway bills. There
is no magic needed there. I think paying for it has always been the
impediment. We haven’t raised this since 1993. If we had indexed
it, the Congressman is right, we probably wouldn’t be having this
discussion right now.

But beyond the hearing, beyond the policy debate and shaping
legislation, you have got to vote. You have got to vote. You have
got to put these amendments, these funding solutions on the floor
and take votes. That is accountability. And we don’t do that enough
anymore. We used to. Ten, fifteen, twenty years ago you had regu-
larity, bills passed. Whether you liked it or not, the best policy
won, you voted, and things got signed into law.

I think the President getting in the game is critical, and I com-
mend him. We would not be having this discussion right now if he
hadn’t made it so. He saw something during the campaign, now
into this year, that no one really else talked about. We are still
riding on the tails of FAST. We got a couple years left. This is the
time to have this discussion, but he has got to lead. He has got to
get squarely behind a funding solution or solutions, take your pick,
but don’t cough up the menu and say, Congress, you fix it. If that
were the case, you would have done that 25 years ago.

Ms. EsTY. Anyone else want to weigh in?
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Mr. MORTIMER. Sure, Congresswoman, I will weigh in. Look,
what we have been doing at the national chamber is, you know,
Congressman Shuster talked about what Pennsylvania did. It was
the Pennsylvania chamber that was standing there. If you go to all
these State and local initiatives, it is State and local chambers. So
what we are doing is we are having our State and local chambers,
we had 37 of them write a letter to Congress saying, look, it is time
for Federal action.

So we are trying to mobilize our federation around the country
and reminding lawmakers you can do it. They did it, they were suc-
cessful. It is the business community working with organized labor,
working with public transit advocates. This can be done. I don’t
know why there is this thought in this town that you can’t do this.

This committee has led many big bills to do it. It is just time to
get the political courage to get it done. All we can offer as the busi-
ness community, we are willing to stand with you to do it.

Ms. LEE. And if I can just say, I think it is a powerful coalition
when you bring labor and business together and put pressure on
Members of Congress to do the right thing, to have the political
courage, and to be rewarded for taking that stand. So it is time.
Thanks.

Ms. Esty. Thank you all very much.

Mr. GRAVES OF MISSOURI. Mr. Davis?

Mr. DAvis. Thank you, Mr. Chairman, and thank you to the
panel.

Like others have mentioned, and I know this was just a point of
discussion from Mr. Spear, I think the President’s call for an infra-
structure package is an opportunity for us to look at fixing the
Highway Trust Fund. I firmly believe, as everybody has said on
both sides of the aisle, this has to be a priority for our Nation and
has to be a priority for Congress.

Obviously, we are here because it is clear the trust fund, the cur-
rent funding sources, it is unsustainable. It is equally
unsustainable to continue to rely on budget gimmicks and General
Fund transfers to fulfill our surface transportation investment obli-
gations.

While I want to fix the Highway Trust Fund, I do not support
a solution that only raises the current revenue sources. Solely rais-
ing the gas tax does not solve the long-term problem. As you look
at more and more electric vehicles on the road as well as increased
fuel efficiency, we have to think differently. And I know I am not
the only Member of Congress because you have heard it here today
that feels this way.

I think we need to look at the Highway Trust Fund as kind of
like a 401(k). We have got to diversify. None of you invest your
401(k) in one stock. And frankly, when you look at the potential for
electric vehicles to be more ubiquitous on our roadways in the up-
coming years, if we don’t do something now, then we are going to
continue to see the need for budget gimmicks and General Fund
transfers. That is why we want to stop. That is why we are here
today.

I just was out in California and rode in one of Tesla’s prototype
semi trucks. Imagine when electric technology and hybrid tech-
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nology gets into the fleet level and what that is going to do to deci-
mate the Highway Trust Fund even more.

So you are here because we need to hear from you. Thinking in
that 401(k) approach, a diversification, I want to ask you about,
anybody on the panel wants to answer any of these concerns, do
you agree that we need to be looking at other sources? And if so,
what is your suggestion to bring in electric vehicles into the mix?

Mr. Spear, Mr. Lewis, you guys can fight over who answers.

Mr. SPEAR. I think Congressman DeFazio really hit on the point
that this really isn’t ready for prime time. We have got a lot of pi-
lots, a lot of studies, and we need to be looking at alternative fund-
ing sources.

Mr. DAvIS. Are you talking about the VMT that Mr. DeFazio

Mr. SPEAR. I am, and I think that is certainly one way that gov-
ernments are looking at it. It is not ready for prime time. You are
simply going from about 170 collectors of the fee at the wholesale
rack, which is what we are proposing, to every vehicle on the road,
millions. That is a huge bureaucracy to administer as it stands.
You have got privacy issues. You have got cybersecurity issues.

Mr. DAvis. Rural versus urban issues.

Mr. SPEAR. We are all for collecting. But I think, you know, the
electric and alternative fuel vehicles currently on the roads today
is very, very small. It is going to get big. The debate for alternative
funding needs to start now, but it is probably going to come into
play 10, 15 years from now. Let’s start and have that debate now.

But for this current 10 years, we need real money on the table,
which is why, in contrast, we are proposing using the user fee. It
is the most efficient, immediate, and conservative way to raise
money. It shores up the trust fund, less than 1 cent on the dollar
to administer, and it is deficit neutral. There is not one proposal
on the table right now that does all three of those things, except
the user fee.

Mr. DAvis. Well, Mr. Spear, I think you misunderstand what my
priority is. I think Congress is only going to act now to be able to
prepare for the future. I don’t know if you have seen this yet, Con-
gress as a whole usually doesn’t like to act on anything without a
deadline. And now, let’s put our own deadline in place, because
when electric vehicles become more of a part of our roadways, it
is going to be that much harder to be able to put them into the
mix. We need to talk about diversification now, and that has to
happen.

Now the VMT, I disagree with many of my colleagues that that
is the right approach. I am not a big fan of the VMT because I
think it unfairly punishes rural America, where I represent, versus
urban America. A single mom in my district that drives 30 miles
to work is going to pay more than the single mom who drives to
work 3 miles in the city of Chicago in Illinois. So I have got con-
cerns with it.

Now, I think we need to look at some other sources. There are
other ideas out there—registration fees, battery taxes, freight
issues—but I want everybody at the panel to begin to think about
diversification now, because simply kicking the can down the road
is only going to lead us back to this same table, the same debate,
the same discussions that we are having today and, frankly, that
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is why I am not in favor of solely looking at the existing sources.
So I appreciate it.

Mr. Lewis, I know you wanted to say something, if the chairman
would let you, but my time is up.

Mr. GRAVES OF MISSOURI. Go ahead, if you would like to answer.

Mr. LEwis. Thank you, Mr. Chairman.

Mr. Davis, I think that it is pretty easy to agree on what that
trajectory is of vehicles that will get off of using gas and onto elec-
tric or other sources. We can look at what that trajectory is. We
can see over time what percentage of the fleet and how quickly
that is going to take over, and I think that gets to your point, is
as that percentage of the fleet increases, we have to find a way to
address those uses of our roadways. And so whether it is a one-
time charge as Tennessee is doing or it is a per mile fee, I think
we can start to blend those two, and I think we need to start to
blend those two, but I am pretty sure it is going to happen. Is it
10 years, is it 15 years that that saturation of electric and other
fuel vehicles take on? It is going to become more of an issue. And
I think we need to start now thinking about how we get those into
the program.

But as you said, and as many have said, it is not going to happen
tomorrow. We need the bridge to fund the Highway Trust Fund in
a sustainable way while we transition to these other modes of
power.

Mr. GRAVES OF MISSOURI. Mr. Payne.

Mr. PAYNE. Thank you, Mr. Chairman. And thank you all for
being here this morning.

I represent a very congested urban area with every mode of
transportation within my district. However, transit funding issues
are of particular importance to me at this time due to my State—
and I am from New Jersey—my State’s transit agency’s troubled fi-
nances and some of the highest fares in the country.

Despite this administration’s neglect of the transit in the Presi-
dent’s infrastructure package, I would like to hear some more of
the panel’s ideas on innovative Federal transit funding models you
would recommend to this committee. Sir?

Mr. SCHROER. In the State of Tennessee, the State does not oper-
ate transit, and it is operated locally. And so as one of the opportu-
nities we had in our bill, the IMPROVE Act, we allowed large cities
and large counties to actually do a referendum to raise taxes to
fund transit. And as a matter of fact, as we speak, the city of Nash-
ville is working on a referendum on May the 1st to implement their
first large transit program. So that is an opportunity.

And obviously, transit has been part of the funding through the
Highway Trust Fund for a long time, and I would think that would
be a good source and it should probably continue.

Mr. PAYNE. Thank you.

Mr. MORTIMER. Congressman, I would just add on that, so we are
big supporters of full funding of public transit as part of the Fed-
eral program and as the infrastructure program, so obviously the
gas tax increase that we talked about, we support the 80 percent,
20 percent for transit. That needs to continue, so the administra-
tion’s proposal to eliminate the CIG program we think is a bad
idea. We need to fully fund the New Starts programs.
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I think there are a lot of ways that public transit can look at in-
novative ways of finance. This subcommittee created a Penta-P pro-
gram trying to incentivize communities to look at public-private
partnerships as an opportunity. The Denver Eagle project was one
that was able to utilize that program. There could be others that
make it easier for transit to look at that.

We also have got to figure out ways to capture the value around
transit stations. Right now, the Federal Transit Administration
doesn’t fully capture that value and how we provide that value into
helping defray the costs of those projects. Those are some of the
ideas that we have.

Mr. PAYNE. OK. Mr. Spear?

Mr. SPEAR. I was going to say buses do benefit from the Highway
Trust Fund, so shoring up the trust fund is a critical element to
the solution that we would recommend. Our proposal certainly fo-
cuses on that, and that is a benefactor. I think making certain that
the trust fund is whole is really critical, but also that the moneys
that go into the trust fund are put back into the designated places.
Diversion of funding is really an element that we need to avoid
that we are actually raising money, putting money back in. And
tolling schemes don’t generally do that. Diversion of funding and
diversion of traffic, quite frankly, causes a heck of a lot of prob-
lems. You are moving people off those roads onto side roads. You
are creating more congestion, more problems for those side roads,
more congestion and safety issues in communities. These are all
very impactful.

So making certain that the trust fund moneys go back into the
modes that they are intended to is really critical.

Mr. PAYNE. OK. Thank you.

Mr. Lewis.

Mr. LEwiS. I would also add that, you know, we were talking
about the transportation system. All these modes need to inter-
connect, and they all have value. Transit is very important in many
of the rural areas of Colorado as well. It is not just the urban
areas. So I think we need to recognize that we have a users of a
transportation system, and there are different modes that make
sense in different locations.

Mr. PAYNE. OK.

Ma’am? OK.

Well, thank you for the answers that you have given.

And, Mr. Chairman, I will yield back.

Mr. GRAVES OF MiSSOURI. Mr. Faso.

Mr. FAso. Thank you, Mr. Chairman.

I want to thank the panel for your testimony today. It feels like
we are all preaching to the same choir; the question is whether
anyone is hearing it.

Mr. Spear, your Build America Fund recommended a 20-cent per
gallon fee phased in over a 5-year period—a 4-year period collected
at the terminal rack. Could you further explain how you envision
that proposal and what its advantages would be over a pure gas
tax increase?

Mr. SPEAR. Certainly. Yes, it does move it a couple steps up from
where it is currently done at the pump. This came from an idea
from Kenan Advantage, one of our members. They are the largest



31

mover of fuel in North America. And the rack basically consists of
three things. The wholesale rack is ports, terminals, or pipelines.
That is where tank trucks go to get their fuel before they go to the
filling station to where we fuel up. It is already taxed at the rack.
There is only 170 owners of the rack. It is the most narrow
chokepoint in the supply chain, and they are already paying it. So
putting it there basically bakes the fee into the price of fuel.

Mr. FAsoO. So are these all fossil fuels?

Mr. SPEAR. Yes.

Mr. Faso. So we would be talking about natural gas as well?

Mr. SPEAR. Yes.

Mr. FASO. And propane?

Mr. SPEAR. Yes.

Mr. FAsO. And obviously, if that were the case, that would get
at one of the core issues that folks are raising here about electric
vehicles, the electricity has to come from somewhere. I know a lot
of people think electricity comes from the switch on the wall, but
ultimately—yes, Mr. Lewis, it doesn’t. But ultimately, those electric
vehicles are powered by a central fuel source.

Now, maybe battery technology and distributed generation in the
future, that would be a different equation, but you are suggesting
something that would, in essence, be a centralized collection point,
170 places? I am hard-pressed to think that is

Mr. SPEAR. 170 owners.

Mr. FAso. Owners. And so how would this also affect electric
generation, natural gas, et cetera?

Mr. SPEAR. Well, it is something more broadly that we would
need to look at. As I said earlier, you are not seeing a widespread
use of alternative-fueled vehicles yet. You will in, certainly, 10, 15
years. We are looking at it through the lens of the next 10 years,
and we believe this is the best proposal to raise immediate money,
but we would look at alternative funding solutions for capturing al-
ternative use vehicles as well, certainly.

Mr. FAso. Do any of the other members of the panel have a
thought about this particular proposal that has been raised by Mr.
Spear and his association?

Mr. Mortimer?

Mr. MORTIMER. Sure. I think it is something worth exploring. We
haven’t dived into it as much as ATA did. But again, I think our
view is as long as it is transparent to the taxpayer, we know where
the revenues are being collected, we know where they are going. I
tﬁink the business community is willing to be supportive of
those

Mr. FAsO. So how would it actually be transparent to the tax-
payer, since the cost of this will be built into the price of the fuel
or the electric product, correct?

Mr. SPEAR. I think the assurance that you all want to make for
people paying into this is that the money is actually going to go
back into roads and bridges. That is the guarantee they are looking
for here. We are more than welcome and happy to pay for an in-
crease in the user fee, so long as it goes back into roads and
bridges.

The nice thing about the rack is that it bakes it into the price
of fuel. Most people that fuel up at the pump aren’t even going to
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notice 5 cents. It goes up and down that much, as we said earlier,
you know, just on our commute in. So, you know, that is the best
place we believe to bake it into the price of fuel and get $340 billion
of new revenue over the next 10 years.

Mr. FAso. Any other members of the panel want to weigh in on
this point?

Mr. LEwiS. I just have an anecdotal comment. We did some focus
group work in Colorado recently, and a surprisingly large number
of the folks that we interviewed didn’t even know there was a gas
tax.

Mr. FASO. Interesting.

Mr. Schroer?

Mr. SCHROER. As a department, we are not really that concerned
about actually where it is collected. I do think that, you know, the
closest it gets to the wholesale place, the more apt you are to have
a better efficiency in the collection, and that is important.

I will have to say that we have to look at the other alternative
sources as a point of revenue. We did that in Tennessee in our bill.
We looked at other—we taxed electric vehicles and other forms of
energy as part of that bill, and I think that is something that we
have to look at as we go forward.

Mr. Faso. Mr. Chairman, thank you. My time is up.

Mr. GRAVES OF MISSOURI. Mr. Larsen.

Mr. LARSEN. Thank you, Mr. Chairman. And I want to thank the
subcommittee for letting me sit in as well today. I will return the
favor if anyone wants to sit on the Aviation Subcommittee.

VoICE. It was close to an objection.

Mr. LARSEN. Mr. Spear, back to the wholesale versus retail. I
had a question that was asked already, so I appreciate how that
would be structured, but how do you—if you charge at the rack,
how do you ensure that that unit of propane is going to be used
for a vehicle as opposed to being used for nonvehicle use?

Mr. SPEAR. Oh, I think that is where you would look to legisla-
tion for that and how the Highway Trust Fund is currently admin-
istered to ensure that there is no diversion between the relation-
ship of Federal and State administration of the trust fund, that
those funds actually go to their intended purpose and not diverted.

Mr. LARSEN. Well, I understand the intended purpose would be
for transportation, and I fully support that, but I am saying, not
all propane, I guess, that would be delivered would necessarily be
used for a transportation purpose; it would be a legitimate purpose,
but not transportation.

Mr. SPEAR. That is true. More broadly, transportation logistics,
perhaps. We look at the rack as the solution for diesel and petrol
for roads and bridges, and that is the lion’s share of the $340 bil-
lion over 10 years that we are talking about.

Mr. LARSEN. Yes, OK. With regards to electric, since we pay re-
tail, pay at the pump for gas and gas tax, has anyone looked at the
possibility of developing the same kind of notion for electric? That
is, when I plug in my electric vehicle, every electron that goes in,
there is a little tariff on it that ends up transferred to the Highway
Trust Fund?

Mr. LEwis. California, I believe, is currently undertaking a pilot
that does exactly that.
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Mr. LARSEN. Can you not use California as an example?

Mr. LEwis. I do apologize for that, but it came to my mind. But
they are doing that to study the collection of a fee at the charging
stations for the miles used for that vehicle.

Mr. LARSEN. OK. So kind of like the gas tax at the pump. So it
is collected then, then transferred to the trust fund.

And then back to the bigger question about the gas tax and the
elasticity of it. We keep going back to it and, speaking of kicking
the can down the road, we ought to charge people for saying that
and that would fund the Highway Trust Fund. I bring that up be-
cause the Transportation Revenue Commission from 2005 or 2007,
recommended moving towards a vehicle miles traveled, and that is
either 10 or 12 years since that came out, and we are still piloting
RUCs throughout the States. We are not moving quickly on this
and not moving quickly enough to determine if it is a viable, legiti-
mate supplement or complement to the Highway Trust Fund.

I am a little more with Mr. Spear and Mr. Mortimer on are we
ever going to get to it. You know, it is another 10 to 12 years down
the road maybe, but not at the rate we are going. Is there a way
to get to a decision faster on the use of RUCs?

Mr. LEWIS. Yes. I think if there is more success and that you
have got the 14 Western States

Mr. LARSEN. Yes, Washington is one of them.

Mr. LEwis. Then Washington is one of them, it is combining—
we are learning from those experiences. We are learning from the
good and the bad of how these are unfolding. You know, if we think
that that is 10 years away, if we look back 25 years, the last time
the fuel tax was increased, maybe 10 years isn’t so long, you know.
So I think—and there is probably a role that USDOT can play in
they are already playing in helping us fund some of these pilot pro-
grams. There are probably some interoperability studies that can
be done. You know, there is an I-95 work and there is a Western
States work. How do we tie the two together?

So I think there is more that can be done if we look into the fu-
ture and look at those curves and how quickly is the fuel efficiency
going to go up and how quickly are the electric vehicles going to
get into the system. On that curve, we can plan out a transition
time, I think, but we need to take action.

Mr. LARSEN. Yes. OK.

And, Ms. Lee, do we have a workforce that can—do we have the
numbers in the workforce to do this?

Ms. LEE. Yes, we absolutely do. You know, first of all, there are
a lot of trained workers who are out of work or have dropped out
of the labor force, but I think, you know, the labor market con-
tinues to be weak, even 9 years after the economic recovery. And
so I think this is exactly the kind of boost that we need in terms
of labor market participation and creating good jobs that would be
spread all over the country. So it is a huge advantage, and also we
can pair it and we should pair it with training, you know, with
good training and apprenticeship programs that make sure that
they are incorporating underserved populations and others that
haven’t been part of that.
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So I think this can be a tool for equity in the labor market, and
it would be an excellent one that is both good macroeconomically
and also good for local labor markets.

Mr. LARSEN. Thank you. And I just would note finally, Mr.
Mortimer’s testimony, your rewritten testimony, that getting rid of
workers, moving them out of the U.S. workforce by not extending
DACA [Deferred Action for Childhood Arrivals] or doing what we
are doing with the TPS [Temporary Protected Status] folks, you are
moving workers out of the U.S. labor force is not a good idea.

So thank you, Mr. Chairman. I yield back.

Mr. GRAVES OF MISSOURI. Mr. Perry?

Mr. PERRY. Thank you, Mr. Chairman. Thank you, ladies and
gentlemen for being here. We are all concerned about the vitality
of the Highway Trust Fund and maintaining that. With that, I am
concerned because the gas tax, of course, being bantered about as
one of the most regressive taxes especially for low-income individ-
uals who spend more of a proportion on their income on gasoline
than other folks and, of course, it follows the supply chain as every
retailer and everybody in business as the additional cost of the gas-
oline and transportation into their product and everybody pays that
as well. And having just passed the American Tax Cuts and Jobs
Act, I am a little remiss that we would immediately think about
taking that away through an increased gas tax without something
to offset it on the other side. And we all know we need a revenue
source, but I am not sure that that wholly gets to the issue. And
I think you would acknowledge that there are other vehicles that
are on the highways that aren’t paying through the gas tax, and
even just increasing it fails to capture the revenue from those that
are using it, even though it is, I would agree, a user fee.

Mr. Mortimer, in particular, the U.S. Chamber of Commerce has
endorsed a 25-cent increase of the Federal gas tax, which is the
largest increase in the history of the tax. Do you know how much
it will cost the average consumer, the household, annually, addi-
tionally?

Mr. MORTIMER. Sure, Congressman, thanks for the question. Yes.
So it is 25 cents, it would be 5 years over a 5-year period.

Mr. PERRY. Right.

Mr. MORTIMER. And under our estimates, it is $9 a month. So we
are talking about $104 a year. And Mr. Spear talked about the
$1,500 that Americans of all economic levels are losing because of
inadequate road conditions and sitting in congestion. So we just did
the math and said, look, this is something that, while it may be
regressive in one sense of collection, the benefits outweigh the re-
gressive nature of collecting the fee. Infrastructure is an asset that
we all benefit over many years, so the regression upfront is more
than paid for when the reality is we get modern infrastructure and
people’s mobility improves.

Mr. PERRY. And certainly, coming from Pennsylvania, we have
got a lot of old infrastructure, a lot of roads, and I am on this com-
mittee because I want to be, and I believe it is constitutional that
the Federal Government is involved. But I struggle with this, and
my figures are a little different. I come up with $285 a year per
household additional on gas, which maybe it is not to some people
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certainly in this town, but it is a lot to a lot of people in the district
that I represent and hope to continue to represent.

Let me just ask you this. You know, I think that most people ac-
knowledge that they benefit from a robust infrastructure regardless
of how much they use it and they are willing to pay for it, but they
want it be as efficient as it can be. And I would say, even with the
increases, if we can show something on the other side of the ledger
which would be much more palatable to people if you said to them,
look, we are going to take more of your pay at the pump or at the—
you know, if it is electric vehicles or what have you, but we are also
going to reduce the cost or increase our efficiency.

There are a couple laws in particular that I am interested in the
national chamber’s position on. Of course, the prevailing wage law
hasn’t been changed since 1935. The threshold is $2,000 since
1935, and my estimates, that the average wage is 22 percent high-
er than the actual market rate. So it is not really prevailing if that
is the case, and people can dispute that, but I think it is hard to,
at least at some point, not acknowledge that it is higher than the
market rate and that labor costs are about 50 percent of construc-
tion costs. And with that, the requirement tends to inflate the costs
by anywhere from 7 percent, I think legitimately, to about almost
10 percent.

That one and project labor agreements where the agreement is
we will complete the job on time and not strike and, you know, for
the cost that we estimated, and to me that is a simple contractual
agreement. I agree to pay you this, you agree to do this work. I
don’t expect you to not get it done on time and I don’t expect you
with—you know, without unforeseen eventualities to run over
costs.

Where does the United States Chamber of Commerce stand on
those two issues, understanding that we do recognize the need to
fund the Highway Trust Fund with some measure, but there is an-
other 1slj)de of the ledger that needs to be dealt with and modernized
as well?

Mr. MORTIMER. Right. Good questions. Look, I mean, I think—
so I spent 10 years with an engineering firm, so I am very familiar
with how Davis-Bacon works. The bottom line is most engineering
firms will tell you around the country if you are not paying the pre-
vailing wage, you are probably not going to get the type of work-
force to do the work that you need to get done. So whether the Con-
gress decides to change the law or not, engineering firms are prob-
ably going to be paying that cost. That is my experience in my 10
years there.

The U.S. Chamber of Commerce, we are in a coalition with orga-
nized labor, and we made an agreement that on infrastructure
issues, we were not going to talk about any changes to the Davis-
Bacon law or to project labor agreements, on infrastructure. Other
parts of the economy we can have that discussion, but we thought
it was more important to bring organized labor together to try to
get a broad constituent of folks push this infrastructure issue, and
so we had to make the decision that, for the immediate time being,
in an infrastructure world, that we don’t see the need and we don’t
see the interest in Congress right now to have an adjustment in
Davis-Bacon. If that discussion happens, maybe the national cham-
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ber will relook at that, but that discussion is not going on in the
debate, and we feel we have a great relationship with organized
labor, and part of that is because we agreed not to talk about and
not get involved in those issues.

Mr. PERRY. Appreciate your response.

Thank you, Mr. Chairman. I yield back.

Mr. GRAVES OF MISSOURI. Mr. Lowenthal.

Dr. LOWENTHAL. Thank you, Mr. Chairman and Ranking Mem-
ber Norton, for holding this important conversation. I want to ap-
plaud members on both sides of the aisle who have demonstrated
our bipartisan commitment on this committee to trying to fix the
Highway Trust Fund and to discuss some of the issues around that
and put our country on a sustainable path towards infrastructure
investment.

My first question is for Mr. Schroer. I want to thank you for your
testimony. I was in another committee hearing earlier, but I read
the written testimony and for AASHTO’s continued work to high-
light our needs for infrastructure investment across the country. I
appreciate that AASHTO continues to include a freight bill user fee
in its matrix of revenue options highlighted in exhibit 2 of your
written testimony.

As you may know, I have also introduced a bipartisan legislation
that would implement this sustainable freight user fee to finance
a freight trust fund. The DOT estimates that my plan would send
over $100 million a year just in formula funding to freight prior-
ities in Tennessee. What do you think you and your colleagues
across the country could do with these kinds of resources to im-
prove goods movement?

Mr. SCHROER. Well, in Tennessee, no question. As I mentioned
earlier, we have nine interstates that travel throughout our State
and heavy truck traffic, and we are concerned about being able to
fund those and add capacity on those roads for the increased
freight movement. And it does—we worry about safety of passenger
vehicles and an increased movement of those and throughout our
State. So money that can be used for freight movement is critical.
We actually have hired several people in our department to only
look at freight movement and projects that we can do that will en-
hance the movement of freight throughout our State. So it is a crit-
ical piece for Tennessee and across this country.

Dr. LOWENTHAL. Talking about a dedicated freight revenue
stream user fee, Mr. Lewis, what about in Colorado, could you use
the money?

Mr. LEwIs. Oh, absolutely, Congressman. I think, you know, we
established something called a Freight Advisory Committee about
18 months ago that brought in our partners in the trucking indus-
try, shipping companies, the rail industry, to talk about what are
those priorities. I mean, just think of the geography of Colorado.
The Continental Divide that separates the Front Range from the
western slope, the whole western two-thirds of the State, all fuel,
motor fuel, heating oil, aviation fuel to get to the western slope has
to cross over the Continental Divide at a pass at 12,000 feet. Has
to go, rain or snow, and that is the path that we access the whole
western part of the State.
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We are just not able to grow the economy unless we are able to
do something about that weak link in the transportation system,
and that is true throughout the State. So dedicated freight reve-
nues are critically important to the economic growth of the State.

Dr. LOWENTHAL. Mr. Spear, I appreciate your comments in your
written testimony about a freight weigh bill fee and the creation
of a multimodal freight program. You know, I understand the con-
cerns of the trucking industry about the collection of this fee, the
potential for evasion or diversion, and the use of revenues collected
by the trucking industry for other transportation modes. I under-
stand those kinds of concerns. I personally believe we can overcome
these issues by working with you and the ATA and other stake-
holders that actually support this proposal to craft a final proposal
that addresses these concerns that you have raised. Would you be
willing to work with us on that?

Mr. SPEAR. It is a much better alternative than litigation. So yes.

Dr. LOWENTHAL. Also, it is sustainable, what we are talking
about, and doesn’t have the issues of the highway transit fund,
which is not a sustainable funding trust fund.

Mr. SPEAR. Well, it could be. It could be. That is up to you. We
are here to help you. We are certainly united in helping you get
that done. But I do feel that the provisions that you put into the
FAST Act, on having freight plans, more oversight, not to the
States, but of the DOT, reviewing those freight plans. As I said in
my testimony, my opening statement, we lose, as an industry,
$63.4 billion a year sitting in congestion. For passenger vehicles,
that exceeds $100 billion. These are measurable numbers.

Dr. LOWENTHAL. Right.

Mr. SPEAR. And so having good freight flow, good freight plans
are the starting point. You saw that in the FAST Act. Now we need
to really keep the feet to the fire and make certain these plans are
implemented and funded.

Dr. LOWENTHAL. And I agree with you. I concur with you. And
as I yield back, I think we should follow the money again here too.
We have to have a sustainable funding stream.

And so, with that, I yield back.

Mr. GRAVES OF MISSOURI. Mr. Smucker.

Mr. SMUCKER. Thank you, Mr. Chairman. I would like to thank
the chairman for scheduling this hearing on this very, very impor-
tant topic, and it should be an important priority for us.

I was part of the legislature in Pennsylvania when we recently
passed the wholesale gas tax. Mr. Spear, just a quick question first.
You talk about the fee at the terminal rack. Is that similar to the
wholesale gas tax?

Mr. SPEAR. Very much, yes.

Mr. SMUCKER. And then, Mr. Spear, I would like to—you used
the term “gotta vote,” and I sense the frustration in your voice. It
has been a long time since we have addressed this. I would like to
just explore that a little and talk about what happened in Pennsyl-
vania. But if we had to vote today, what do you think the vote
count would be?

Mr. SPEAR. I would say, right now, we would probably have some
work to do. But that is where, you know, having hearings like this,
having this kind of dialogue, having the bipartisanship, having this
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panel, which is very diverse, by the way. There are not a lot of
issues that we all agree on. This is one of them.

Mr. SMUCKER. Right.

Mr. SPEAR. And so in terms of policy and bills, you guys know
how to write a highway bill. It is getting the votes for the funding,
and we are prepared to really work that hard.

Mr. SMUCKER. Well, I appreciate that. And I agree with your sen-
timent. This is something that needs to be done, but we also need
to have the support to get it done.

Mr. SPEAR. Correct.

Mr. SMUCKER. And so I guess what I am asking you is this: One
of the really important components—there are, I guess, two things
that I could mention that were really, really important in Pennsyl-
vania. And it was passed in Pennsylvania, not unlike a lot of other
States now, that we have all talked about a lot of States that have
done the same thing. And by the way, in Pennsylvania, it was Re-
publican control, Republican Governor, Republican both Houses.
And it was a time when we were trying to drive more fiscal respon-
sibility, cutting areas of Government. We had folks who said they
absolutely wouldn’t vote to raise taxes, but were able to—you
know, people came to understand that this really is a user fee on
a very important core function of Government. You can maybe cut
in other areas, but this is a core function of Government that af-
fects our economy, affects the consumers. And you have already
talked about some of that.

But what was very critical was the leadership at the top, and we
happen to have a secretary who was absolutely outstanding in driv-
ing the discussion. And I think we have that in the President
today, a President who really is focused on infrastructure. And
then it was building the public support. And this is where I would
like to—you know, at the end of the day, we are legislators, we are
here to represent the views of our constituents. And we have a lot
of constituents—I am from a conservative district. I have a lot of
folks who don’t want to raise taxes. They don’t want more dollars
going to the Government. They want dollars in their own pocket.
And so that is a very important sentiment that we have to recog-
nize.

So my question to you is, who is reminding the people of the cost
of having infrastructure that is not working? Cost in congestion,
cost in—you know, if your car hits a pothole, that is going to cost
you $100 just to fix that, and the cost in—you see it in the trucking
industry, the cost added to every single product because of addi-
tional freight costs. If your trucks are sitting, I don’t know how
many—the number you said, but are sitting in congestion, 360,000
drivers or something like that. I mean, that adds to the cost.

But what we saw in Pennsylvania was, you know, proponents, all
the stakeholders really had sort of a strong engagement in remind-
ing the public of the need and of the cost if we didn’t do anything.
I am not seeing that yet here. So I would like to ask you what you
are doing now, and maybe for Mr. Mortimer as well. What are you
doing now? What do you intend to do to help build the public sup-
port for this and to gain the support here within the legislature?

Mr. SPEAR. Well, I think for starters, I said at the outset, the
President’s ability to amplify this issue is absolutely essential. He
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has done that, and I think we are seeing the benefit. Having this
debate, we are having it because he made it a priority, a front
burner issue.

He does need to go further. We need to really down-select what
the funding solutions are going to look like, but we also need to
shape the narrative. We have a coalition. It exists. We have been
very aggressive, not only working Capitol Hill and with States and
other stakeholders, to really capture the narrative.

And how we explain this really does need to center on the cost
of doing nothing. People out there are paying $1,500 a year, $1,000
spent wasted in fuel sitting in traffic, the other $500 spent on re-
pairing their vehicles. That number comes down exponentially. And
we are only talking about them paying in about $110 more a year
in fuel prices, OK. So they get better roads and bridges everywhere
in the United States. That $1,500, there is your offset. Our indus-
try, $63 billion sitting in traffic. That number comes down.

So these are very measurable, they are real, real dollars, and I
think we have a solution that really can tell that narrative to peo-
ple and it will resonate. If they know the money is going back into
roads and bridges, they are willing to pay for it. We have seen poll-
ing that has evidenced that.

So we obviously have work to do. We need to shape this land-
scape up here, need to help you get the votes. We are ready to do
that. We think the votes are there.

Mr. SMUCKER. I know I am out of time, Mr. Chairman. Just one
quick followup to that. I agree, and I think we have homework to
do. This is something we need to continue to push. But I think the
role that you all can play in this is absolutely critical. You have de-
scribed it very well. And from my perspective and from what we
saw in Pennsylvania, I think we can’t do it without that kind of
engagement from all of you and other stakeholders in the process.

Mr. GRAVES OF MISSOURI. Mrs. Napolitano.

Mrs. NAPOLITANO. Thank you, Mr. Chairman. And thank you to
the panel for all your testimony.

And we all agree, and you apparently agree with us. We need
more money for transportation infrastructure.

Mr. Spear and Mr. Mortimer, the businesses you represent de-
pend on reliable, congestion-free roadways and infrastructure to
spur economic productivity. My State of California recently passed
a major, major bipartisan transportation bill with two-thirds vote
of our legislature, known as SB—1, and provides $54 billion in in-
frastructure investment over the next decade. SB-1 is paid for with
a 12-percent gas tax increase and increased fees on energy-efficient
cars, since they are not currently paying their fair share of use of
the highway.

Do you support the California infrastructure package, SB—1? Be-
cause there is an effort to repeal the package. And will you be op-
posed to such an effort?

Mr. SPEAR. Taking a State-by-State approach is very, very dif-
ficult for an industry like ours that is interstate commerce. The
platform that we would propose is very much a Federal one, be-
cause we move State to State. We are in and out of California all
the time.
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California does have the luxury of raising the kind of revenue
needed. Whether we agree with it or not is irrelevant, actually, but
you do have that ability. Most States don’t. In fact, over half the
States in the United States do not have the ability to raise that
kind of cash, certainly not the ability to administer it.

There is a Federal role. We don’t believe in devolution. We think
there is a constitutional responsibility of this body, this legislative
branch, to fulfill when it comes to interstate commerce. So we
would look at working with State to State by having a strong feder-
ally funded program and administrative capability to ensure that
all States have the ability to do it, not just California.

Mrs. NAPOLITANO. Thank you.

Mr. Mortimer.

Mr. MORTIMER. Yes, Congresswoman. So the U.S. Chamber of
Commerce, again, like Chris, we are very focused on the Federal
and the interstate connection there and the interstate commerce.
That being said, I believe that the California chamber and others
have been very opposed to any effort to repeal that, because my un-
derstanding is the California business community was the one that
helped enact that. So I will let them speak for themselves.

But, again, from our perspective, we are trying to get into a situ-
ation where we need to modernize our infrastructure. It is going to
take all the stakeholders, both Federal, State and local, to bring
more resources to the table. And so we need to have that discussion
and we need to really think through these things.

Mrs. NAPOLITANO. We addressed that. California took care of
that.

Mr. Schroer and Mr. Lewis, the Trump administration’s plan
calls for more State investment, but prohibits State governments
from setting local hire preferences on infrastructure projects. Most
taxpayers believe that when they are paying for a public transpor-
tation project, they should be given a preference on jobs associated
with the project.

As representatives of Tennessee and Colorado DOTSs, do you be-
lieve you and other State DOTs should be allowed to set local hire
preferences for your citizens that are paying for the vast majority
of the State projects?

Mr. SCHROER. Do you want to take that one? I will be glad to
answer it. Go ahead.

Mr. LEwis. Thank you, Congresswoman. I think that there is a
balance. We have a major project in Colorado right now on Inter-
state 70. It is a $1.2 billion renovation of Interstate 70 between
Denver International Airport and downtown. We were able to work
with the USDOT and the Federal Highway Administration on a
pilot program that allowed a percentage of local hire.

It was very important to the community that—we were a dis-
advantaged community that this project is going through—that we
have a training program and a hire program within that affected
community. And it was very effective in getting support from the
community on moving the project forward.

But I do think that there—so I support that. I think we need to
be careful not to become islands, because it is the United States of
America.

Mrs. NAPOLITANO. Right.
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Mr. SCHROER. In Tennessee, we have not pursued that option. I
will say that we have a lot of work going on. We actually have al-
most full employment in the State of Tennessee, which makes a big
difference, and also then makes it sometimes difficult to man the
projects that we are doing. We do entertain quotes from outside of
the State contractors, and they bid as they would normally. And we
are a low-bid State, so we look at that.

But I think it is important to know that the cost to bring in peo-
ple from other States to do work is part of the process, and our
local contractors and workforce actually have a competitive price
advantage because they are just that local.

Mrs. NAPOLITANO. Well, Mr. Chair, I have run out of time, but
I had another question. May I go on?

This is for Mr. Schroer and Ms. Lee. In addition to California
passing the $54 billion infrastructure package, the county of L.A.
has recently passed two transportation measures—this is the coun-
ty—to provide $120 billion in infrastructure over the next 40 years.
The voters approved it by 70 percent. The most recent infrastruc-
ture sales tax implemented was last year.

I am concerned that the administration’s infrastructure plan sig-
nificantly penalizes State and local governments that raised reve-
nues prior to 2018. Not only do States and locals that recently
passed this infrastructure package score poorly when rated by the
plan, the administration limits the projects to qualify for only 5
percent or $5 billion out of the $800 billion for new incentive
projects.

Well, we share the concern, and I am sure you would too, that
the States have done the right thing, and yet they are being penal-
ized and should be rewarded instead.

Ms. LEE. Yes. It seems like it is counterproductive to penalize the
States that have been able to find the funding and be able to move
forward and actually make those investments in infrastructure. So
it seems like this is one of those situations where there is no need
for the Federal Government to weigh in against those States that
have been able to find that funding.

Mrs. NAPOLITANO. Thank you.

Mr. SCHROER. So Tennessee is one of those States that have
passed new revenue. We did it last year. There are 31 States that
have done that. AASHTO for sure believes that we have to be given
credit for that. I know the President’s package supposedly has a
clawback provision where credit is given for States that have
passed laws to increase revenue for the last several-year period.
We haven’t yet seen the formula. We hope that that is part of the
President’s package, if that were to pass, so that we get credit for
what we have done.

Mrs. NAPOLITANO. Thank you, sir.

Thank you, Mr. Chair.

Mr. GRAVES OF MISSOURI. Mr. LaMalfa.

Mr. LAMALFA. Thank you, Mr. Chairman.

Being a fellow Californian too, I hate to have to speak against
my dear colleague there, a very gracious lady, but on this gas tax
that was foisted upon California taxpayers, road users, indeed, it
really wasn’t bipartisan when only one State senator and zero
members of the assembly Republicans voted for the measure, and
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that we know already 30 percent off the top of it is going to go for
things besides the highways. None of it will add any extra capacity
or any extra lanes.

So, as the national chamber fellow pointed out, the folks that
were from business that were in favor of it were those that are get-
ting the project work and labor as well. That is why the voters are
going to have a chance, hopefully, to speak on it and have a chance
to speak on these increased taxes as well, because, you know, if we
are talking—if that has already happened at the State level and
now the Federal level wants to double-whammy them with addi-
tional gas tax, this affects real people out there. You know, if it is
going to be $300 to $500 per household and then another round at
the Federal level, real people pay for this.

So what never gets talked about much around here is how do we
decrease the cost of building a mile of highway or repairing a
bridge; you know, even our President is talking about that. Why
does it take so many years to study, permit, and all that? So that
is where the frustration lies. And when people—you know, when
people pay at the pump, they believe those dollars are going to
their highways, yet we know the highway transit fund is being
used for much urban transit, for trains, for buses, things that don’t
pay back into it.

So since the trust fund is paying out into several different types
of things that are nongas transportation and many people use
these methods, what are ways—and I will throw this to Mr.
Schroer or Mr. Lewis—we can actually increase the share that
these other users—you know, we talked about electric cars a little
bit, OK. Well, California’s new law doesn’t even kick in until I
think 2020, and it is only $100 per electric car to pay into that sys-
tem. So they are really not paying any kind of fair share. It seems
to be the focus, to me.

But I would like to hear from you, is a much heavier load by the
electric cars that are going to be coming more and more into play,
it seems, especially with the legislature trying to ban fossil fuel ve-
hicles by 2040 in California, or we should quit directing money to
those that are not paying it in the mass transit. They should be
finding other ways to tax that in order to pay their fair share, in-
stead of a so-called highway fund not going for highway dollars.
Please, Mr. Schroer or Mr. Lewis.

Mr. SCHROER. Well, I agree that we should look at—we think
that everybody who uses the roads ought to pay for their fair share.
And I think the State of Tennessee has done that in their bill. I
do think the issue of vehicle miles traveled is one of those issues
that we are going to have to look at as more and more cars become
electric or other sources of fuel. It is a progression, as we have
talked about today.

I will say on the transit side, I understand there are lots of con-
cerns with regard to transit, but I also will tell you that if you use
transit, you take cars off the highway. And when you take cars off
the highway, there is less wear and tear on those roads. And there
is an inconvenience to riding transit, much different than having
a personal automobile. So there is a personal inconvenience that
people use
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Mr. LAMALFA. Well, that completely ignores the rural part of the
country here where there is no transit between Richvale, Cali-
fornia, and Montague, California.

Mr. SCHROER. So in Tennessee, Congressman, we fund transit in
all 95 counties. And so it is an integral part of our rural areas to
get people to the doctors and hospitals that don’t have opportunity
to transit. So we use that money. Almost all that money is Federal
dollars, comes from FTA, and we put it to good use, and people in
our rural counties use it a lot.

Mr. LEwis. Congressman, I would support everything my col-
league has said. I think, you know, Colorado is sort of a microcosm
of the rest of the country, very dense urban areas, lots of conges-
tion, but vast parts of the State are open. And our State transit
system is critical to servicing those rural parts of the State, making
a connection to the Denver metro area for hospital and other serv-
ices. So it is an integrated system, one that is growing in Colorado.
And as Mr. Schroer said

Mr. LAMALFA. Let me touch on Colorado a little bit. How have
you handled the out-of-State drivers and the drivers that are using
off-road, private roads, farming, you know, timber areas? How has
Colorado handled that with its VMT pilot? You know, again, out-
of-State people aren’t going to—how do you deal with that?

Mr. LEwis. Well, again, this was a very small pilot program that
we did over the course of the last year. And we gave users an op-
tion to whether to use a GPS way of measuring their mileage or
just strictly by the odometer. With an odometer reading, you don’t
know where you are driving. You don’t know what kind of road you
are on.

Mr. LAMALFA. For out-of-staters, though?

Mr. LEwis. There were no out-of-staters in the system, but if you
were driving out of the State—and no money was collected, this
was just a pilot. So if a vehicle was driving in Kansas with just an
odometer reading, you would be paying for the mileage you used
in Kansas; whereas, with a GPS, it would know you are at the bor-
der and you would not be charged for that use of the Kansas road-
ways. You would only be charged for the use of the Colorado road-
ways.

Mr. LAMALFA. So you have a bureaucratic nightmare for the off-
roaders or people traveling out of State or you have a privacy con-
cern—I think Mr. Spear made a mention—on GPS following you
around where you are going, right?

Mr. LEwis. I think the concern about privacy, that is something
that has been a longstanding concern. It was a concern in Oregon
when this was first proposed and implemented. The people that
used in the pilot—and we specifically went to folks that were not
in favor of a usage tax, a road usage charge. They found it very
convenient and that their privacy concerns were largely overcome.
I think all of us

Mr. LAMALFA. Really?

Mr. LEwis. It was. They were.

}ll\/Ir‘.? LAMALFA. How did you do that, beat them over the head or
what?

Mr. LEwis. No. I think they felt confident that their personal
data was protected and that they were not
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Mr. LAMALFA. By this Government?

Mr. LEWIS. Yes.

Mr. LAMALFA. The people who can’t keep your health records? 1
mean, that is funny. I am sorry. But it is an intrusion on that. And
for the off-roaders, I just see that, you know, the easiest thing you
do is pay at the pump, right? There are a couple different methods
you are talking about paying.

All right. I am over time here, but I haven’t gotten any closer to
being a VMT advocate than I have—thank you, Mr. Chairman. I
will yield back. Sorry.

Mr. GRAVES OF MISSOURI. Mrs. Lawrence.

Mrs. LAWRENCE. Thank you.

I must say this conversation is much, much needed. I can tell
you my frustration is that we keep talking about it. It is amazing
how we have consensus that we need to create policy and we need
to find the funding, but we keep going in a circle.

To that end, Mr. Lewis, can you briefly describe the mileage-
based fee system and discuss what challenges await in trying to
implement such an alternative to gas tax? And if you could, while
you are talking about that, discuss whether the gas tax should be
eliminated if the mileage-based fee system is implemented.

Mr. LEwis. Right. Thank you, Congresswoman. There are still a
number of challenges. I think we have all testified today and many
of the questions of the committee have centered around the exist-
ing system that we have today, which is collecting a user fee
through the form of a gas tax. There is a very robust, more than
a century-old system of collecting that user fee.

I think the challenge that we are facing is that in the not too dis-
tant future, and we can have debates about how far away that fu-
ture is, the more that electric vehicles and other fuel vehicles are
making up the fleet, we will not be collecting those user fees
through the existing gas tax. It isn’t going to happen tomorrow, but
it will happen.

And I think what we have to do is work on a transition plan that
as the fuel tax becomes less viable, that we already have in place
a system to replace it. And it isn’t going to be, you know, midnight
on a particular year on December 31 that we switch from one to
the other. I don’t see that as being the way. I think there will be
a transition, over the course of a number of years, in order to move
off of the existing fuel. It doesn’t change the need we have today,
and the need we have today is very real and the existing system
of revenue is what we have.

Mrs. LAWRENCE. I thank you for that, because I think we keep
getting caught in what we can’t do, what is not happening, what
is not working, to actually start moving the needle down the road.
Because cars that don’t use fuel is a reality. I am from Detroit. It
is coming. So I am very intrigued by that.

Mr. Spear, your testimony makes some strong arguments regard-
ing the negative impacts of tolling. You cite that expansion of toll-
ing is far more regressive than raising the existing user fee. Can
you elaborate on the equity and the impacts of tolling?

Mr. SPEAR. Absolutely. And I appreciate the question. There is
a lot of talk about public-private partnerships. When we speak
about roads and bridges, that is really code for tolling.
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Mrs. LAWRENCE. Yes, it is.

Mr. SPEAR. Tolling is only profitable if you have a lot of through-
put, meaning a lot of people moving through there.

Mrs. LAWRENCE. Exactly.

Mr. SPEAR. That is only applicable—we could measure that very
easily as a business model. You can see what is profitable and
what is not. It is really only applicable on 1 percent of the roads
and bridges in the United States. So for the rest of the country, the
99 percent, it is fake funding. It doesn’t exist. So it might work in
certain venues.

Mrs. LAWRENCE. You are preaching to the choir, but thank you.

Mr. SPEAR. Yeah. Now, it might work in other modes, but specific
to roads and bridges, we believe that this is not a viable solution.
And it is extraordinarily regressive, costs up to 35 cents on the dol-
lar to collect.

Our Build America Fund, 20 cents over 4 years, $340 billion, less
than 1 cent on the dollar to administer, is the most conservative,
immediate, and efficient way to raise revenue, and it shores up the
trust fund and it is deficit-neutral.

Mrs. LAWRENCE. Another question I wanted to add as kind of a
comment, when we are looking at a comprehensive plan to fund an
investment in our infrastructure, the toll and the private-public
partnerships repeatedly come up.

If we can move something right now, today, the transition plan
that you talked about, so that we are actually recouping funds for
the roads, but also as we continue to change the way we fuel our
vehicles, we have it. Is that something that you think that this
body—and I am very impressed by your diversity. I was a mayor,
so I look at how much it costs to build a road. I look at the condi-
tion, how many people are using it. And God help me, when the
potholes, which they are there now, you get beat down to the
ground because of the potholes.

So what is the one thing, if you could just give me that, that you
think that we can attack right now that we can bring forward that
you think would get the biggest consensus so that we can actually
start moving in the right direction?

Mr. SCHROER. I will be happy to—I think we have to address the
shortfall in the Highway Trust Fund first. I think that is what we
have to do. I think that is our number one criteria today. We have
got a recision that we are getting ready to face, it is a $8 billion
recision that will affect Tennessee significantly and as to every
other State. If we don’t address that, then we are not going to get
to the core issues that we have. And it allows States to put their
money on projects that they feel are most important to them. I was
a mayor as well; I understand that.

And it needs to be as close to the States—a decision on those
projects needs to be as close to the State as possible. And that
means it shouldn’t be in the Federal Government’s hands, it should
be in the States’ hands, working with local communities on projects
that are most important to them.

Mrs. LAWRENCE. Mr. Lewis.

Mr. LEwis. And I would think that as part of a—if there were
a funding increase to go forward, I think tying to that would be
some sort of transition plan. You know, a time-based study that
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would say, based on the saturation into the fleet, how quickly could
we move to an alternative to the gas tax? Because until we put a
plan together, it is always the future. It is always tomorrow. And
it will be tomorrow tomorrow. So I think there is some sort of-

Mrs. LAWRENCE. I am willing to work with you all. Thank you
so much.

I yield back.

Mr. GRAVES OF MISSOURI. If there aren’t any further questions,
I want to thank our witnesses for all being here. You all gave great
testimony. Obviously, this is a very, very big problem that we are
going to have to tackle. And I think you saw the bipartisanship
that was displayed here in this committee, which we are very
proud of on top of that, trying to find solutions.

With that, I would ask unanimous consent that the record of to-
day’s hearing remain open until such time as our witnesses have
provided answers to any questions that may have been submitted
to them in writing, and unanimous consent that the record remain
open for 15 days for additional comments and information sub-
mitted by Members or witnesses to be included in today’s hearing.
Without objection, that is so ordered.

If no other Members have anything to add—and there aren’t
any—this subcommittee stands in adjournment.

[Whereupon, at 12:30 p.m., the subcommittee was adjourned.]
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Chairman Graves, Ranking Member Norton, and Members of the Subcommittee, thank you for
the opportunity to provide the perspective of the nation’s state departments of transportation
(state DOTSs) on building a 21¥-century transportation infrastructure for America by ensuring
long-term funding for federal highway and transit programs.

I was appointed as the 29™ Commissioner of the Tennessee Department of Transportation
(TDOT) by Governor Bill Haslam in January 2011, and I oversee a statewide transportation
system including highways, rail, airports, waterways and transit.

During my tenure, TDOT has remained debt-free and has saved taxpayers more than $610
million dollars by reexamining and reducing the scope of projects we pursue from those we may
want to those we actually need. In 2017, I worked with Governor Bill Haslam to develop and
pass the IMPROVE Act to provide increased state funding for transportation, including raising
the state gas tax for the first time in 28 years. The legislation will fund 962 road and bridge
projects across all 95 counties and will provide an additional $]05 million annually for cities and
counties to support local infrastructure needs.

I’'m also honored to serve as the 2017-2018 President of the American Association of State
Highway and Transportation Officials (AASHTO), an organization composed of peers from all
DOTs across the nation. In this role, I have prioritized sustainable transportation funding
solutions—the subject of today’s hearing—and ensuring states are prepared for emerging
transportation technology.

My testimony today will emphasize the following five key points:

¢ The federal government should look to build upon substantial state and local investment in
transportation;

¢ The future of the federal Highway Trust Fund (HTF) must be secured through a long-term
and sustainable revenue solution;

e Well-documented surface transportation capital investment needs exist;
* Additional revenues are needed simply to support current investment levels, and;

¢ Direct program funding is absolutely critical relative to financing tools.

Testimony of John C. Schroer
President, American Association of State Highway and Transportauon Officials (AASHTO);
Commissioner, Tennessee Department of Transportation
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1 would like to first express appreciation to you on behalf of the state DOTs for your leadership,
along with your Senate and House colleagues in partner committees, in shepherding the FAST
Act in December 2015. The FAST Act represented the first comprehensive, long-term surface
transportation legislation since the Safe Accountable Flexible Efficient Transportation Equity
Act: A Legacy for Users Act in 2005.

The FAST Act continues to fulfill the Constitutional directive that investment in transportation is
a core federal responsibility. The federal government, along with states, local governments and
the private sector, is a key partner in working to address an ever-growing need for transportation
investments resulting from a growing population and aging infrastructure assets. According to
the US Department of Transportation’s (USDOT) 2015 Conditions and Performance Report to
Congress, the highway and bridge capital and maintenance investment backlog reached $836
billion and the transit capital and maintenance investment backlog reached $122 billion.
Similarly, the American Society of Civil Engineers has identified a $1.1 trillion funding gap for
surface transportation between 2016 and 2025. Furthermore, the USDOT report notes that state
and local governments already provide the majority of funding for highway, bridge and transit
programs. Roughly 80 percent of the $217 billion invested in highway and bridge programs and
74 percent of $43 billion invested in transit programs comes from state and local governments—
compared to 20 percent and 26 percent, respectively that is contributed by the federal
government.

States are answering this call to action for increasing transportation investments, signified by
successful enactment of transportation revenue packages in 31 states since 2012, including, as I
mentioned, in my home state of Tennessee. In 2017, I worked with Governor Bill Haslam to
develop and pass the Improving Manufacturing, Public Roads and Opportunities for a Vibrant
Economy (IMPROVE) Act to provide increased funding for transportation for the first time in 30
years. The IMPROVE Act funds 962 road and bridge projects across all 95 Tennessee counties.
The conservative, responsible, and user-based approach raises the gas tax by six cents and diesel
tax by 10 cents, each over the next three years. It also increases the user fee for clectric vehicle
owners and allows local voters, through a referendum, in the state’s largest counties and its four
largest cities to impose a surcharge on taxes they already collect to be dedicated to transit
projects.

I mention this because AASHTO and its members vehemently disagree with any notion that
federal transportation funding displaces or discourages state and local investment. In fact, as
evidenced by significant transportation infrastructure investment needs, further strengthening and
reaffirmation of the federally-assisted, state-implemented foundation of the national program is
even more critical now than in the past. The best way for the federal government to lead is to
augment substantial state and local transportation investment by ensuring long-term, sustainable
federal funding from the Highway Trust Fund, and provide robust direct funding to address
highway and transit systern maintenance and capacity needs as part of the major infrastructure
package currently under consideration.

Testimony of John C. Schroer
President, American Association of State Highway and Transportation Officials (AASHTO);
Commissioner, Tennessee Department of Transportation
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FUTURE OF THE FEDERAL HIGHWAY TRUST FUND MUST BE SECURED
THROUGH A LONG-TERM AND SUSTAINABLE REVENUE SOLUTION

The FAST Act’s authorization of $305 billion for federal highway, highway safety, transit, and
passenger rail programs from 2016 to 2020 could not have been timelier in supporting our
economic growth and maintaining our multimodal transportation infrastructure. However, it
should be recognized that the FAST Act provides only a near-term, though absolutely necessary,
reprieve when it comes to federal surface transportation funding. That is because the HTF
continues to remain at a crossroads. The HTF has provided stable, reliable, and substantial
highway and transit funding for decades since its inception in 1956, but this is no longer the case.
Since 2008, the HTF has been sustained through a series of General Fund transfers now
amounting to $140 billion. According to the June 2017 projection of the Congressional Budget
Office, annual HTF spending is estimated to exceed receipts by about $16 billion in FY 2021,
growing to about $23 billion by FY 2027. Furthermore, the HTT is expected to experience a
significant cash shortfall in FY 2021, since it cannot incur a negative balance.

Framing this HTF “cliff” in terms of federal highway obligations, AASHTO estimates that states
may see a 40 percent drop from FY 2020 to the following year—from $46.2 billion to $27.7
billion in FY 2021. In the past, such similar shortfall situations have led to the possibility of a
reduction in federal reimbursements to states on existing obligations, leading to serious cash flow
problems for states and resulting in project delays. More alarmingly, due to a steeper projected
shortfall in the Mass Transit Account, new federal transit obligations are expected to be zeroed
out between FY 2021 and FY 2023, excluding any “flex” of highway dollars to transit. Simply
put, this is a devastating scenario that we must do all we can to avoid.

EXHIBIT 1: ESTIMATED FEDERAL HIGHWAY AND TRANSIT OBLIGATIONS BEYOND FY 2020 WITH
NO ADDITIONAL REVENUES TO THE HIGHWAY TRUST FUND

RS ESTIMATED FEDERAL HIGHWAY TRUST FUND OBLIGATIONS
AASHIO » Highway # Highway Safety i Transit

Doltarsin Billions
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In Tennessee, like it will be for our peer states, user fee revenues supporting the HTF are
projected to provide only about 60 percent of FAST Act funding levels in FY 2021. If post-
FAST Act federal obligations are reduced to match only the receipts generated through the HTF
user fees, Tennessee would see its federal dollars shrink by over $300 million annually,
representing about 15 percent of our overall budget and 45 percent of our heavy construction
program. A cut of this magnitude will eliminate our ability to make significant inroads in
addressing congestion through capacity expansion, with the remaining dollars needed primarily
for resurfacing and bridge rehabilitation. Tennessee would largely become a maintenance-only
state with little resources remaining to support a growing economy and creating the conditions
for a high quality of life.

While AASHTO is grateful for past efforts to provide General Fund transfers into the HTF, we
do not believe that is a viable long-term solution upon expiration of the FAST Act. Given the
national policy momentum and support for infrastructure investment, now may be that rare and
opportune time to finally resolve the structural fiscal imbalance in the HTF.

In order to provide additional HTF receipts to maintain or increase current federal highway and
transit investment levels, there is no shortage of technically feasible tax and user fee options that
Congress could consider. Three broad categories of revenue for the HTF exist, along with
illustrative examples:

* Raising the rate of taxation or fee rates of existing federal revenue streams into the HTF:
Examples include motor fuel taxes on gasoline and diesel (including indexing), user fee on
heavy vehicles, and sales tax on trucks, trailers, and truck tires.

o Identifying and creating new federal revenue sources for the HTF: Examples include a
mileage-based user fee, container fee, driver’s license surcharge, vehicle registration fee,
imported oil fee, sales tax on fuel, carbon tax, vehicle sales tax, sales tax on auto-related
components, and a tire tax on light-duty vehicles.

* Diverting current revenues (and possibly increasing the rates) from other federal sources into
the HTF: Examples include customs duties, income taxes, and other revenues from the
general fund.

Following is a matrix that demonstrates the breadth of potential HTF revenue mechanisms,
including a column that shows an illustrative rate or percentage increase and the associated
revenue yield estimated.

Testimony of John C. Schroer
President, American Association of State Highway and Transportation Officials (AASHTO);
Commissionier, Tennessee Department of Transpostation
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EXHIBIT 2: MATRIX OF ILLUSTRATIVE SURFACE TRANSPORTATION REVENUE OPTIONS

Existing Highway Trust Fund

Revenue Mechanisms.
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Page | 6

$in Biflions

Assumed
2014 Yield

Total Foreeast

&
2015-2020

Motor Fuel Tax—Diesel
. Motor uet Tax--Gas
Heavy Vehicle Use Tax
Tire Tax—Trucks
Y N hustrative 5 Ioia!
Potgﬁ;&?ﬂkjjgt{;ﬁméiy,y‘;':isss;gund J,z;:g;a Definition of Mechanism/increass 2‘;‘?;‘;’:::}. Esf(f;';?;ad
increase 2015-2020"
Container Tax Doflar per TEU
Drivers Licensa Surcharge 5.0 | Doliar annually
Freight Bll—Truck Only - - 85% | Peroontof gross frelght revenues (primary shipments Gy}
Freight Biil-—All Modes 5% | Percent o gross freight ravenuas {primary shipments only)
Frelght Charge-<Ton {Truck Only) - Porof domesticshipinents o St
Frelght Charge—Ton (All Modes) o of domestic shipments $1.44 9.9
Freiyht Charga=—Ton-Mile (Truck Only) -~ ‘o=l of domestic shipmardy CSAr s
Froight Charge—Ton-Mite (All Modes} hon-mie of domestic shipments 5348 282
Harbior Maintenance Tax' : Incrsiase breallocaion of curtant revenues, siruckreotdeied | g0l 1 Tl
fmported Oit Tax Dolarfbarret $5.76 $37.20
‘Ingome Tax--Biisiness Incroane inireallonation of coment hevenes, sinchms otdeined | 8209 L e
Income Tax—Personal increass ¥vroaliocation of current ravenues, structure not defined $6.70 4336
MiE Fust Tax ndaxing to CY-Disset T - . Coen o Lo
Motor Fuel Tax Indaxing to CPI—Gas - | ol excise - $10.87
Ol Gak, and Minerals Recelgts . Pt o @ Hitonl el tevenues, striolire not tétined $2200 0 s
Reglstration Fee—Electric LDVs $160.00 | Dollar annually $0.01 $0.08
Rejgistration Fee--Hybrid LOVS 80,00 | Dollar ansialy Q047 S
Registration Fee—Light Duty Vehicles $2500 | Dollar annaly $3.57 $23.11
' Ragistration Fae--Trucks IR - HDioliaf anially B3 es
Reglstration Foo—All vehicles 20.00 | Doler annualy $4.96 0.2
SAufo-relitid P 40| Percentof sal 23| ot
Sales Tax—Bleycles Percent of salos 50.06 3038
Salas Ta=-Dlesel e — Sods | aem
Sales Tax—Gas 56% | Percant of ssles (exct, oxciss taxes) $24.05 $169.66
Satoy Tax--New Light Diity Velilcies - 103 | Paoant of ‘sales - “ SPAT N
Sales Tax—New and Used Light Duty Vehicles 10% | Porcantof sales $346 52240
Tiea Tax-—Bleyohes S50} oler por bicycte tre 5008 ] e
Tire Tax-—-Light Duty Vehicles 9% | Of saleg of LDV tres 5033 5212
Transit Passenger Viles Traveed Foe 40" | pessenger mile raveled tn &8 ransi modes g8 | oma
Vehicto Miles Traveled Fes—Light Duy Vehicles 102 | YLDV vehicle mils raveled on ot roads 2142 17558
Vehicio Miles Traveled Fos—Trucks - L etuck vetils el traveled on o roads g9l wn
Vehiicle Miles Travelad Feo—All Vehicles - | givebicio il ravetod on altroads 53605 S
* Base annual yield escalated using CRI4L

Testimony of John C. Schroer

President, American Association of State Highway and Transportation Officials (AASHTOY
Commissioner, Tennessee Department of Transportation



53

HOUSE HIGHWAYS AND TRANSIT SUBCOMMITTEE Page { 7

Despite federal funding challenges, investment needs continue to mount. As mentioned earlier,
USDOT’s 2015 Conditions and Performance Report notes that $142.5 billion in annual capital
investment is necessary for highways in order to improve Interstate Highways, the National
Highway System, and one million-plus miles of Federal-aid Highways. Put another way, annual
funding necessary to tackle the $836 billion backlog of highway investment needs would
represent a 35.5 percent increase from 2012 levels, which itself was above the baseline spending
levels due to outlays related to the temporary funding boost provided by the American Recovery
and Reinvestment Act. Similar funding outlook exists for federal mass transit investment. The
2015 Conditions and Performance Report states that low- and high-growth scenarios for transit
will necessitate annual capital investment of $22.8 billion and $26.4 billion, respectively,
equating to a 34 or 55 percent increase over 2012 levels.

However, in recent decades—especially after the completion of the Interstate Highway System—
federal investment in transportation infrastructure has declined significantly as a share of its
overall public spending.

EXHIBIT 3: FEDERAL SPENDING ON TRANSPORTATION AND WATER INFRASTRUCTURE, 1956 TO 2014

As a Percentage of Total Federal Spending
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Sources: Congressional Budget Office, Office of Management and Budget, and the Census Bureau

Given that much of the Interstate system has now reached the end of its design life and must be
reconstructed or replaced—and there is considerable need for additional capital improvements to
the broader federal-aid highway network and the country’s transit system—there is a strong
argument that the federal government should strive to return to this prior level of investment
relative to the national economy. Yet the federal government’s share of transportation and water
spending has actually been falling behind relative to state and local governments, as evidenced
by its 19 percent drop between 2003 and 2014,

Our nation’s freight network is an especially illuminating example of the capital investment
backlog in our transportation infrastructure. The FAST Act provided almost $11 billion to
address the freight system needs in this country through the new National Highway Freight

Testimony of John C. Schroer
President, American Association of State Highway and Transportation Officials (AASHTO);
Commissioner, Tennessee Department of Transportation
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Program and the Nationally Significant Freight and Highway Projects—now known as INFRA
grant. While we welcome this new federal investment and focus on the freight network, it is
important to provide some context regarding the scale of the need for these projects. According
to the nationwide survey conducted for the State of Freight Il report published by AASHTO and
the American Association of Port Authorities last year, 57 percent of surveyed states have
already identified 6,202 projects through their freight plan development process. Furthermore,
$259 billion in project costs have been identified by just 35 percent of all states — therefore we
know the national figure is much higher.

At the same time, we continue to fall behind global peers in infrastructure quality and economic
competitiveness. The recent Global Competitiveness Report rankings from the World Economic
Forum on infrastructure quality has listed the United States at just 9 place overall.

EXHIBIT 4; US INFRASTRUCTURE QUALITY RANKINGS
index Component Rank/137  Value

44 2nd plllar: infrastructure . 60
2.01 Quality of overall infrastructure 10 5.9
2.02 Quality of roads ‘ 10 5.7
2.03 Quality of railroad infrastructure 10 55
2.04 Quality of port infrastructure 9 5.8
2.05 Quality of air transport infrastructure 9 6.0
2.06 Available airline seat kilometers mirtionsiwesk 1 39,222.0
2.07 Quality of electricity supply ) 26 6.2
2.08. Mobile-cellular telephone subscriptions /100 pop. a7 127.2
2.09 Fixed-telephone lines /100 pop. 24 371

Sources: The Global Competitiveness Report 2017-2018

In light of continued population growth and increases in freight movements for all modes,
capacity enhancements—and not just maintenance of existing infrastructure stock—must remain
akey element of the national transportation investment strategy. A potentially catastrophic
disruption to the federal transportation program in FY 2021 will produce serious losses that
threaten the macroeconomic gains made since 2008.

While the HTF continues to derive about 90 percent of its revenues from taxes on motor fuels,
they are facing an increasingly unsustainable long-term future, therefore placing the viability of
the HTF in question.

Testimony of John C. Schroer
President, American Association of State Highway and Transportation Officials (AASHTO);
Commissioner, Tennessee Department of Transportation
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EXHiBIT 5: HiGHwAY TRUST FUND DISCREPANCY IN RECEIPTS AND QUTLAYS
EXCLUDING GENERAL FUND TRANSFERS
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Three factors explain the structural challenge faced by long-term motor fuel tax revénue
prospects.

First is the slowdown in the growth of vehicle miles traveled (VMT) in the United States, on an
aggregate basis. A steady increase in VMT has allowed the HTF to see corresponding revenue
increases without necessitating constant adjustments in fuel tax rates for most of its existence.
While total VMT has resumed its growth in the last two years due to increases in both population
and economic activity in the post-recessionary environment, it is unlikely to see the 3.2 percent
growth rate experienced on average between 1956 and 2007.

Second, motor fuel taxes at the federal level were last increased to the current rates of 18.4 cents
per gallon for gasoline and 24.4 cents for diesel 24 years ago in 1993. As an excise tax levied per
gallon, taxes on motor fuel have lost a significant share of its purchasing power. Compared to-the
Consumer Price Index, the gas tax had lost 39 percent of its purchasing power by 2015, and is
expected to lose more than half of its value—or 52 percent—Dby 2025. Put another way, while
college tuition has increased by 379 percent and healthcare by 180 percent in nominal costs since
the last time federal motor fuel taxes were increased, federal motor fuel taxes have stayed at the
exact same rate during this period.

Testimony of John C. Schroer
President, American Association of State Highway and Transportation Officials (AASHTO);
Commissioner, Tennessee Department of Transpottation
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EXHIBIT 6: PURCHASING POWER LOSS OF THE GAS TAX RELATIVE 70 OTHER HOUSEHOLD EXPENSES
Sample of Nomical Price Changes Relative to Federal Gas Tax
ftem Description 1993 2015 Percent Change

College Tuition | Vo388 Tution & Fees atPublic | o 500 1o g 145 379%
4-year Universities

Healthcare |National Expenediture Per Capita; § 3,402 | $ 9,523 180%

House Median New Home Price $118,000 | $292,000 147%

Gas Per Gallon S 1.08]$ 256 137%

Beef Per Pound of Ground Beef S 19718 4.38 122%

Movie Ticket Average Ticket Price S 41415 843 104%
Bread Per Pound of White Bread N 07518 1.48 98%
income National Median Household $ 31,2411 S 56,516 81%
Stamp One First-Class Stamp S 02918 049 69%

Car Average New Car S 16,871 | § 25,487 51%
Federal Gas Tax Per Gallon $ 0481% 018 0%

Source: Bureau of Labor Statistics, Center for Medicare and Medicaid Services, Coilcgc Board, Federal Reserve Bank of 5t TLouis, Oak Ridge

National Laboratory, Census Bureau, Energy Information Agency, Postal Service

Thicd, according to the CBO, increases in Corporate Average Fuel Economy standards over the
past decades are expected to cause a significant reduction in fuel consumption by light-duty
vehicles, which would result in a proportionate drop in gasoline tax receipts. CBO expects

gradual lowering of gasoline tax revenues, eventually causing them to fall by 21 percent by
2040. Just in the 2012 to 2022 period. CBO estimates that such a decrease would result in a $57

billion drop in revenues credited to the fund over those 11 years, a 13 percent reduction in the

total receipts credited to the fund.

EXHIBIT 7: PROJECTED OUTLAYS AND RECEIPTS OF THE HIGHWAY TRUST FUND BY ACCOUNT, 2012-2022
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In further defining the proper federal role and responsibility, AASHTO strongly believes that any
Congressional infrastructure package must focus on direct grant funding distributed to states and
transit agencies through formula programs rather than federal financing support. This is because
financing tools that leverage existing revenue streams—such as user fees and taxes—are
typically not viable for most individual transportation projects in the United States. AASHTO’s
member DOTs appreciate the ability to access capital markets to help speed up the delivery of
much-needed transportation improvements, and many states already rely on various forms of
financing and procurement ranging from bonding, TIFIA credit assistance, state infrastructure
banks, and public-private partnerships, among other tools.

That being said, states also fully recognize the inherent limitations of financing for the vast
spectrum of publicly-valuable transportation projects. The reality is that most transportation
projects simply cannot generate a sufficient revenue stream through tolls, fares, or other user fees
to service debt or provide return on investment to private-sector equity holders. In 2014, such
non-direct funding sources amounted to less than 18 percent of total capital outlays.

The state DOTSs continue to support a role for financing and procurement tools such as public-
private partnerships given their ability to not only leverage scarce dollars, but to also better
optimize project risks between public and private sector partners best suited to handle them. But
we also maintain that financing instruments in the form of subsidized loans like TIFIA, tax-
exempt municipal and private activity bonds, infrastructure banks, and tax code incentives are
insufficient in and of themselves to meet most types of transportation infrastructure investment
needs we face.

T also would like to draw your attention to the immediate crisis of deteriorating rural
infrastructure, including highways, local roads, bridges, railroads, locks and dams, and harbors
and port facilities. The lack of attention and underfunding of the nation’s rural infrastructure—
over many decades—has created a void in the heartland, where access and connectivity for 60
million Americans is in critical need of investment and renewal.

A reinvigoration of investment in rural infrastructure is essential to improving both mobility and
quality of life for residents. Rural infrastructure provides individuals the access they need to
health care facilities, educational opportunities, and jobs. In addition to moving people, this
infrastructure is also critical to moving goods and connecting rural communities to national and
global markets. Rural areas remain critical to the nation’s economic success through the
production and movement of goods such as in agriculture, forestry, energy, manufacturing,
fishing, and mining. Improving rural infrastructure connections will ensure these goods can
travel efficiently to national and international markets.

Testimony of John C. Schroer
President, American Association of State Highway and Transportation Officials (AASHTOY;
Comumissioner, Tennessee Department of Transportation
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The health of our rural communities is inextricably linked to the overall prosperity and continued
success of our nation’s economy and its ability to compete globally. Fixing the Highway Trust
Fund that provides federal resources to every corner of our country through its formula programs
will be critical in meeting the needs of rural America, and realize its full potential as an
economic engine of the nation.

There is ample documented evidence that shows infrastructure investment is critical for long-
term economic growth, increasing productivity, employment, household income, and exports.
Conversely, without prioritizing our nation’s infrastructure needs, deteriorating conditions can
produce a severe drag on the overall economy. In light of new capacity and upkeep needs for
every state in the country, the current trajectory of the HTF—the backbone of federal surface
transportation program—is simply unsustainable, as it will have insufficient resources to meet
current federal investment levels beyond FY 2020.

Congress could address the projected annual shortfalls by boosting much-needed revenues.
Whichever revenue tools are utilized, it is crucial to identify solutions that will, at a minimum,
sustain the FAST Act-level of surface transportation investment in real terms.

A potential 40 percent reduction of federal highway funding in FY 2021 and a virtual wipeout of
federal transit funding from FY 2021 to FY 2023 will have a devastating impact on all aspects of
the national and regional economy. To overcome this significant challenge, AASHTO looks
forward to assisting you and the rest of your House colleagues in finding and implementing a
viable set of revenue solutions to the HTF not only for FY 2021, but that can also be sustained
for the long term.

I want to thank you again for the opportunity to testify today, and I am happy to answer any
questions that you may have.

Testimony of John C. Schroer
President, American Association of State Highway and Transportation Officials (AASHTOY;
Commissioner, Tennessee Department of Transportation
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1.) Can you describe for the Committee TDOT's efforts to rebuild its workforce and your

2.

objective in undertaking this effort.

My objective in the effort was not to rebuild our workforce, but to try to make this
department run as efficiently as possible. As a real estate development company owner
for more than 35 years, | understand the importance of effective utilization of outside
consultants. When | was appointed Commissioner of TDOT by Governor Bill Haslam in
2011, he asked me to run this department like it was my own company. When Governor
Haslam was sworn into office, the State of Tennessee was still in the process of
recovering from the recession. The previous administration had instituted a strict “hiring
freeze” and that policy was initially embraced by Governor Haslam. From 2007 to 2014,
TDOT went from 3900 employees to 3300 employees. Having no experience with TDOT,
it took me several years to fully understand the operations and complexities of the
Department. One of the initial realizations came when 1 did a thorough review of our
usage of outside Construction Engineering Inspection {CEl) consultants. At that point, |
noticed that our expenditures for consultants went from $71 million in 2007 to $127
million in 2012 while delivering relatively the same volume of construction projects. |
realized then that we were simply replacing employees with contract consultants at a
huge increase in department costs, | then sat down with the Governor and laid out a
business plan showing him the benefits of hiring state employees to do a vast majority
of our CEl work instead of using consultants. Since that time, we have increased the
number of employees to 3900 with plans to increase that number to 4400 by 2019. Our
net savings after employee expenses are currently at $43 million per year.

Has reducing TDOT’s dependency on outside consultants and increasing the number,
skills, and capabilities of TDOT’s professional staff allowed you to allocate additional
funding toward road and bridge construction since your department began this
initiative?

Every dollar of the $43 million in annual savings has gone back into projects.
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First, | would like to thank Chairman Graves and Ranking Member Holmes Norton for
the invitation to testify before the Subcommittee today on an alternative funding
mechanism, road usage charging (RUC). | am pleased to be here representing RUC
West - a voluntary coalition of 14 western state departments of transportation,
committed to collaborative research, and information sharing on development of a
new funding method for transportation infrastructure. The primary goal of this
collaboration is to build public sector organizational capacity for and expertise in,
RUC systems, including the associated policy, administration, and technology issues.
With this forum, public agencies are invited to share best practices, discuss issues,
facilitate joint research, and learn from others at different stages of RUC planning
and implementation.

This hearing is critical in understanding not only how the nation has found itself with
a dilapidated infrastructure system, but in examining how States and others are
moving forward with bold and innovative ideas. However, before telling you a little
about myself and my experiences, it is necessary for me to underscore my fellow
panelists points: we must figure out a way to adequately increase revenue for
infrastructure and maintain the federal-state partnership.

For those of you who do not know, before coming to Colorado in 2015 to serve as
Deputy Executive Director, | served as the Director of the Rhode Island Department of
Transportation and board member of Rhode Island Public Transit Authority, Rhode
Island Turnpike and Bridge Authority and Rhode Island Public Rail Corporation from
March 2008 to February 2015. Prior to my appointments in Rhode Island, | served as
the director of Boston's Central Artery Tunnel Project (The Big Dig) from April 2000
until project completion in 2007. | am also a past President of AASHTO.

In Colorado, CDOT has an annual budget of approximately $1.4 billion for highways,
bridges, statewide transit and aviation. However, to maintain our infrastructure, keep
pace with rapid population growth, improve safety, and promote multimodal options,
Colorado should be investing an additional $1 billion a year to avoid a steady decline
in the condition and performance of our transportation system. To put it in simple
terms, we need to nearly double our current amount of funding to meet the

1|Page



61

transportation needs of Colorado. Sadly, our state’s funding situation is not unique.
It is a dilemma that is shared by all states across our country.

This dilemma is driven by one simple fact: the gas tax as we know it is dying. For
many years, gas taxes worked great as a user fee to fund transportation in this
country. The more someone drove and used the system, the more fuel they
purchased, and the more they paid toward the maintenance and improvement of the
transportation system.

New fuel economy standards mandate that vehicles produced in 2016 have an average
fuel economy of 35.5 miles per gallon and by 2025 that standard increases to 54.4
miles per gallon. In addition to these new standards, alternative fuel vehicles are
becoming more prevalent. Alternative fuel vehicles include full electric, hybrid,
compressed natural gas, liquid natural gas, and propane. All of which pay little or no
gas tax. The Electric Vehicle Market Implementation Study {2015), completed by the
Colorado Energy Office (CEQ), suggests that Colorado could see an increase of
upwards to 1 million electric vehicles by 2030, Moreover, the Colorado Electric
Vehicle Plan (2018) has set a goal of achieving that million electric vehicle mark..
Since the current funding model relies on fuel consumed, these new standards and
alternative fuel vehicles result in less money to fund the transportation system.

Compounding the problem is purchasing power. Currently, the State of Colorado
assesses a 22¢ per galion tax on gasoline. This is a fixed amount that does not
fluctuate with the price of gas (indexing). The state gas tax was last raised in 1991.
$1.00 raised in 1991 is worth only $0.57 today - a 43% reduction in the value of the
tax. As you know, the federal gas tax was last raised in 1993 and has similarly lost
purchasing power. A key lesson here is that we have missed opportunities to index our
fuel taxes and that should be done immediately to avoid further erosion of purchasing
power.

Mr. Chairman, these challenges have led CDOT into an innovation era of how we meet
the transportation needs of our State. In the past, we primarily built more highway
lanes to meet capacity needs. Now, we increase travel choice, promote walking and
biking, work to increase mobility through the use of operationat improvements, and
use pricing on new Express Lanes to manage travel reliability and growth. The
Department has many successful “LEAN” process improvements that have allowed us
to stretch our dollars and become a better, more efficient, customer-focused agency.

But Mr. Chairman and Members of the Committee, it is important that we
communicate very clearly. Our funding crisis only increases the importance of
establishing reliable, long-term funding source for highways and transit programs.
Colorado believes strongly in preserving and ensuring sufficient access to the current
financing tools, such as TIFIA, and in fact as you may recall, we led the effort in the
FAST Act re-authorization process to prevent reductions in the TIFIA program. But we
cannot fix a funding problem through financing. Financing mechanisms cannot correct
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insufficient investment levels. In Colorado, we would love to bond and accelerate our
most important projects (to deliver projects cheaper and faster to the tax payers of
our state), but we need an adequate and reliable revenue stream to pay for it - and
we need it today.

With that context in mind, what are Colorado and the other members of RUC West
doing to prepare for a future of more electric and alternative fuel vehicles and
increased fuel efficiency? We are working cooperatively to research and evaluate a
mileage-based fee system as an alternative funding mechanism to replace the gas tax.
Western states have banded together to explore road usage charging systems based on
vehicle miles traveled, treating roads like utilities where you directly pay for what
you use. You may also hear a RUC referred to as a Mileage-based User Fee (MBUF) or
a Vehicle Miles Traveled (VMT) Fee. We anticipate this as a replacement for the fuel
taxes that are currently the main source of funding for our roads.

Vehicle miles traveled is the metric used to gauge the number of vehicles on the road
and how many miles they are traveling. As the number of people in the state
increases, so does the number of vehicle miles traveled and wear and tear on our
roads. However, with increased vehicle fuel efficiency, less gas is being purchased
and therefore the revenue is going down on a per mile basis. RUC charges drivers for
what they use versus the gas tax which currently charges more for less fuel efficient
vehicles (generally older vehicles) and charges nothing for electric vehicles. Under a
road usage charge, vehicles pay for the miles traveled, which equitably charges for
the usage of the system, regardless of fuel type or fuel efficiency.

RUC West is leading the effort to examine, define, and develop RUC consistency,
interoperability, and compatibility among western states. Using pool funded
resources, RUC West has advanced research in the field by examining the impacts of
changing vehicle fleet fuel economy on state transportation funding, the effects of
RUC on rural residents, protection of user privacy, parameters for RUC per mile rate
setting, and evasion and enforcement policy options. RUC West is leading the charge
nationally to examine the viability of RUC as an alternative to the gas tax.

The passage of the Fixing America’s Surface Transportation Act in 2015 represented a
seminal moment in the exploration of RUC as a viable funding alternative. Included in
the legislation was a provision for the Surface Transportation System Funding
Alternatives (STSFA) program. The STSFA program earmarked $95 million in federal
funding to support the research of alternative funding mechanisms, such as RUC. To
date, RUC West and its member states have applied for, and received, nearly $25
million for further RUC research. In California, STSFA funding was used to evaluate a
pay-at-the-pump option for RUC, which includes electric charging locations; Colorado
is working with the agricultural community to pilot a RUC system for rural residents;
Hawali is researching RUC collection on manual and automated readings at inspection
stations; Washington is testing critical elements of interoperable, multi-jurisdictional
RUC system; and Oregon continues to refine and improve their operational RUC
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system. These individual state efforts demonstrate the complexity and sophistication
of RUC West member states in their understanding of RUC system. In short, our states
are working as laboratories and are producing meaningful, replicable results.

While the individual efforts of RUC West member states are varied, the states have
also combined efforts on a Regional Pilot Program launched by RUC West in 2016.
Using STSFA funding, RUC West convened 11 of its member states to develop a
regional framework for a cross jurisdictional, interoperable RUC system. Within the
next 18-months, this framework will be implemented for a multi-state RUC system.
Keep in mind that these are 11 different states, with differing political views,
different revenue systems, and different laws. It is important to note the remarkable
progress of RUC West in such a short amount of time, RUC West is demonstrating that
the type of cooperation and collaboration needed to define and implement a new
model for transportation funding is possible. The progress of this body is undeniable.
In just a few short years, we have gone from one state with a pilot program to many
states with pilot activities and supporting legislation. it’s been done in less than five
years and we are showing the nation that the dire need for sustainable transportation
funding can be a call to action for collaboration among states.

Are there questions and concerns about RUC? Of course. However, CDOT’s recent
pilot efforts demonstrate that the questions have answers and the concerns can be
relieved. Last year, CDOT completed a four-month pitot program that included 150
participants from 27 different counties across Colorado, from cities to towns,
mountains to plains, to individuals with less fuel-efficient cars and trucks, to hybrid
and electric vehicles. The pilot allowed drivers of different vehicle types to choose
how they reported their mileage and compare what they would pay under a road
usage charge versus the current gas tax. This pilot was one of the first steps in an
extensive process of evaluating the concept alongside other funding alternatives.

CDOT developed a number of goals to gauge the success of the pilot. We wanted to
demonstrate an operational RUC program; identify and evaluate policy issues such as
how drivers crossing state lines (out-of-state drivers) would be handled, and drivers
using private roads; test the feasibility of various mileage-reporting choices, which
included manual reporting, GPS and non-GP5-enabled mileage-reporting devices; and
solicit feedback and ideas about participant experiences that would inform the
potential development and user acceptability of a RUC system.

Participants reported high satisfaction with all aspects of the pilot program, and
ninety-one percent of participants said they would participate in a future pilot.
Seventy percent of participants chose the GPS-enabled mileage-reporting option.
Participants using mileage-reporting devices were much more satisfied with their
choice (93 percent of participants were satisfied) than those who had opted for
odometer reading (55 percent were satisfied). Eighty-eight percent of participants
felt their personal information was secure during the pilot.
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While money was not exchanged in this pilot, 73 percent of participants felt the
amount they would have owed in road usage charges was the same or less than
expected. Eighty-one percent of participants agreed that a road usage charge is a fair
funding method. Surveys identified issues on how a road usage charge would address
out-of-state drivers and miles driven on private roads. As part of the pilot program,
CDOT made an online calculator available to the general public, involved in the pilot
or not, to compare the state gas tax with the Colorado RUCPP rate, and assess what a
potential RUC system would mean for them.

Mr. Chairman and Members of the Subcommittee, it is ideas like these, led by states,
that can help answer the very nature of this hearing: How do we provide long-term
funding for the transportation system? CDOT will continue to explore this possible
funding mechanism to ensure Americans have the mobility they need for livable
communities and economic health. However, we cannot stress enough that we have
an immediate funding crisis in this country regarding infrastructure. The findings
from these pilot programs will provide important information on how to best structure
and implement a sustainable funding mechanism for the long term.

States have seen this coming and some, like the 14 states of RUC West, have taken
steps to look for sustainable alternatives to the gas tax as a fair, equitable, and
efficient way to pay for our transportation system. We'll continue to explore RUC as a
potential funding alternative that will help us ensure we continue to have a healthy
transportation system that works for our states’ economies and quality of life.

Mr. Chairman, the future is upon us now. We value our partnership with the Federal
government to support this work.

| appreciate the Subcommittee’s time and attention to this important topic and | am
happy to answer any questions you may have.
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DATE: APRIL 16, 2018 Brore
SUBJECT: RESPONSE TO THE QUESTIONS FOR THE REC

We are responding to your additionat questions from Aprit 3, 2018 regardigg.

1. Washi

projects,

State has incr Hy raised the gas tax to help to ensure the longevity of state infrastructure
State officlals are also considering a voluntary Road Usage Charge (RUC) pilot program to study how

much revenue could be generated if drivers paid per mile driven as opposed to the amount of gas used.

*  How do the benefits of a RUC differ from those of traditionat long-term funding tools, like a gas tax?
a. There are a number of tangible benefits where a RUC model differs from the traditionat gas tax-

funding modet. These include:

* Sustainability: The increase in vehicle fuel efficlency is the principle driver of Highway Trust
Fund (HTF) insolvency. While raising the state or national gas tax might be a good short-term
option for increasing revenue, it fails to create a long-term and sustainable solution to the
problem. In 2017, the U.S. Energy Information Administration (EfA) estimated that the stock fuet
economy of light duty vehicles would increase from approximately 20 mpg in 2000 to nearly 35
mpg by the year 2040. As consumers continue to buy highly fuel-efficient vehicles, they buy less
and tess fuel and overalt revenues cotlected from the gas tax continue to dectine, The RUC model
is immune from these increases in fuel economy because revenue is collected based on usage,
not fuel consumed.

»  Equity: The RUC madel helps reestablish equity amongst drivers by having them pay for their use
of the roads, as opposed to only the gas they consume. In practical terms, drivers with fuel-
efficient vehicles pay less in gas tax, while those who drive less fuel-efficient pay more. Under
the gas tax, two users traveling the same distance, but with differing fuel economy, are paying
different rates to access and utilize the system.

» Can a Road Usage Charge (RUC) be variably priced?

a.

4201 E.

The Colorado Road Usage Charge Pilot Program (RUCPP) examined per mile rate setting and offered
recommendations for further evaluation of the topic. 1t is certainly true that RUC can be variably
priced, but it is important to consider the goals and criteria for variable rate setting and the
applicable pricing components. The choice to incorporate additionat charging etements (outside of
distance) within any pricing system is inherently dependent on the goals and assocfated objectives of
the system. Goals and objectives that might be ¢ dered for integration with RUC are
refereced in the table below.

Arkansas Ave, Sulte 262, Denver, CO 80222 P 303.757.9201 F 303,757.9656 www.codot.gov
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Eguity

Reduce mobile source
emissions

Equitable distribution of
costs based on use

66

als

{RIRe

Discourage driving during
congested periods of the day

Variance based on time of day,
congestion levels

Reduce driving during peak
periods

Variance based on time-of-day or
congestion levels

Promotion of user-pays
principle

Variance based on vehicies miles
traveled

For reference, the table below provides a more deteiled lock at each of the pricing components detailed in the

previous table,

Pricing Comp;

adUser

Vehicle Age/
Fuel Economy

Varying fees within particular vehicle classes based on the age of the vehicle or fuel
economy can help to account for the cost of poliution from clder model vehicles or less
fuel-efficient vehicles,

Time of Day

Administrative
Costs

Drivers increase the cost of travel to other drivers when they choose to travel during
congested periods of the day. Each additional vehicle increases volumes, which reduces
travel times. As such, a pricing system that varies by the time of day, with higher rates
being set during periods of high congestion, can heip to address congestion by
internalizing the added cost of congestion each driver imposes. Drivers are provided a
monetary incentive to travel during periods of lower congestion

The goal is for the administration costs of RUC to be essentially comparable to the

(7]
b

current fuel tax {in regard to percent of v A ment to a RUC system
would expand tax collection from several hundred points of sale to the total number of
registered vehicles in the state. As a resuit, potential administrative costs could be
higher. Accordingly, the RUC rate might include administrative costs.
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b. It is possible in near future, RUC could be a factor in smart vehicle technology allowing users of the
transportation system to make choices based of time, distance and price. The transportation system
itself will become smart and possibly atiow for ‘financial’ incentives for users to find alternative
routes by price to incentivize an efficient distribution of users throughout the entire system.

¢. For state RUC rates, the legislature would set the rate and could consider these factors.

A copy of the Colorado Road Usage Charge Pilot Program can be found on the RUC West website or by clicking the following
{ink: https://www.rucwest org/about/resousces/
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Chairman Graves, Ranking Member Norton, and members of the subcommittee, thank you for
giving the American Trucking Associations (ATA)" an opportunity to testify on the need for a long-
term, sustainable funding solution for the Nation’s surface transportation infrastructure. That we are
having this discussion today, more than two years away from the expiration of the FAST Act, is
both highly unusual and exceedingly welcome. It is a testament to the leadership shown by both this
committee and by President Trump, who for the first time in decades has placed the power of his
office behind a push for more infrastructure investment. I hope that Congress is able to take
advantage of the momentum that the President has created and passes legislation that addresses the
looming shortfall facing the Highway Trust Fund before state and local transportation agencies are
forced to take drastic measures in anticipation of a federal transportation funding crisis.

Trucking is the fulcrum point in the United States” supply chain. This year, our industry will move
71 percent of the Nation’s freight tonnage.? In 2012 the goods moved by trucks were worth more
than $10 trillion.” Furthermore, the trucking industry employs 7.4 million people, accounting for
every 1 in 16 jobs in the U.S. “Truck driver” is the top job in 29 states.

Without trucks, our cities, towns and communities would lack access to food and drinking water;
there would be no clothes to buy, and no parts to build automobiles or fuel to power them. The rail,
air and water intermodal sectors would not exist in their current form without the trucking industry
to support them. Trucks are central to our Nation’s economy and our way of life, and every time the
government makes a decision that affects the trucking industry, those impacts are also felt by every
American and by the millions of businesses that could not exist without trucks.

There have been times in our Nation’s history when governments have been tasked with making
transformational decisions that affected the movement of freight to such an extent that it changed
the course of our economy and our very way of life. Construction of the Erie Canal, initiated by
New York State, enabled western migration, opened vast markets to Midwestern farmers and
lowered food costs in Eastern cities. The transcontinental railroad, facilitated by Acts of Congress,
allowed people and freight to move quickly and at low cost from coast to coast. Construction of the
Interstate Highway System, conceptualized by President Dwight D. Eisenhower and enabled by the
Federal-Aid Highway Act of 1956, significantly lowered the cost of moving freight and transformed
our cities. Finally, federal deregulation of the trucking, air and railroad industries unleashed
Americans’ entrepreneurial spirit, significantly reducing the cost of moving and warchousing
freight, allowing U.S. manufacturers to better compete with their global competitors and lowering
the cost of finished products.

Mr. Chairman, we are once more on the cusp of a transformation in the movement of freight, one

that you and your colleagues will greatly influence. Radical technological change will, in the near
future, allow trucks to move more safely and efficiently, and with less impact on the environment,
than we ever dared to imagine. Yet we are facing headwinds, due almost entirely to government

* American Trucking Associations is the largest national trade association for the trucking industry. Through a
federation of 50 affifiated state trucking associations and industry-related conferences and councils, ATA is the
voice of the industry America depends on most to move our natior’s freight. Follow ATA on Twitter or

on Facebook. Trucking Moves America Forward.

2 Freight Transportation Forecast 2017 to 2028. American Trucking Associations, 2017,

3 2012 Commaodity Flow Survey. \1.S. Census Bureau, Feb, 2015,
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action or, in some cases, inaction, that will slow or cancel out entirely the benefits of innovation.
Shortsighted attempts to prevent the trucking industry from utilizing new technology will make
driving jobs less safe, not preserve them. Failure to maintain and improve the highway system that
your predecessors helped to create will destroy the efficiencies that have enabled U.S.
manufacturers and farmers to continue to compete with countries that enjoy far lower labor and
regulatory costs. Eradicating trade policies that have created a North American trading bloc that has
benefited all three countries will severely hamper our industry’s customers’ ability to compete
globally. And federal inaction to ensure that truly cost-beneficial regulations enable the efficient
movement of interstate freight will unnecessarily add costs to every delivery.

Mr. Chairman, we ate at a critical point in our country’s history, and the decisions made by this
subcommittee over the next few months will impact the safety and efficiency of freight
transportation for generations. ATA looks forward to working with you to develop and implement
sound policy that benefits, not just our industry, but also millions of Americans and businesses that
rely on an efficient supply chain.

CONDITION OF THE HIGHWAY SYSTEM

A well-maintained, reliable and efficient network of highways is crucial to the delivery of the
Nation’s freight and vital to our country’s economic and social well-being. However, the road
system on which we travel is rapidly deteriorating, and costs the average motorist nearly $1,500
a year in higher maintenance and congestion expenses.* Highway congestion also adds more than
$63 billion to the cost of freight transportation each year.’ In 2015, truck drivers sat in traffic for
nearly one billion hours, equivalent to more than 362,000 drivers sitting idle for a year.® Most
troubling is the impact of underinvestment on highway safety. In nearly 53 percent of highway
fatalities, the condition of the roadway is a contributing factor.” In 2011, nearly 17,000 people
died in roadway departure crashes, over 50 percent of the total.*

The Highway Trust Fund (HTF), the primary source of federal revenue for highway projects,
safety programs and transit investments, is projected to run short of the funds necessary to
maintain current spending levels by FY2021.° While an average of approximately $40 billion per
year is expected to be collected from highway users over the next decade, at least $60 billion will
be required annually to prevent significant reductions in federal aid for critical projects and
programs.® It should be noted that a $60 billion annual average federal investment s#ill falls well
short of the resources necessary to provide the federal share of the expenditure needed to address
the Nation’s surface transportation safety, maintenance and capacity needs.!! According to the

* Bumpy Roods Ahead: America’s Roughest Rides and Strategies to make our Roads Smoother, The Road
information Program, Nov. 2016; see also 2015 Urban Mobility Scorecard. Texas Transportation Institute, Aug.
2015.

% Cost of Congestion to the Trucking Industry: 2017 Update. American Transportation Research institute, May 2017,
& ibid.

7 Roadway Safety Guide. Roadway Safety Foundation, 2014,

2 Ibid.

? Projections of Highway Trust Fund Accounts ~ CBO's June 2017 Baseline, Congressional Budget Office.

2 1hid.

11 2015 Status of the Nation’s Highways, Bridges, and Transit: Conditions & Performance. USDOT, Dec. 2016; see
also 2017 Infrastructure Report Card. American Society of Civil Engineers, 2017.
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American Society of Civil Engineers, the U.S. spends less than half of what is necessary to
address these needs. As the investment gap continues to grow, so too will the number of deficient
bridges, miles of roads in poor condition, number of highway bottlenecks and, most critically,
the number of crashes and fatalities attributable to inadequate roadways.

BUILD AMERICA FUND

ATA’s proposed solution is the Build America Fund. The BAF would be supported with a new
20 cent per gallon fee built into the price of transportation fuels collected at the terminal rack, to
be phased in over four years. The fee will be indexed to both inflation and improvements in fuel
efficiency, with a five percent annual cap. We estimate that the fee will generate nearly $340
billion over the first 10 years. It will cost the average passenger vehicle driver just over $100 per
year once fully phased in.!?

Under the proposal the first tranche of revenue generated by the new fee would be transferred to
the HTF. Using a FY 2020 baseline, existing HTF programs would be funded at authorized
levels sufficient to prevent a reduction in distributed funds, plus an annual increase to account for
inflation.

Second, a new National Priorities Program (NPP) would be funded with an annual allocation of
$5 billion, plus an annual increase equivalent to the percentage increase in BAF revenue. Each
year, the U.S. Department of Transportation would determine the location of the costliest
highway bottlenecks in the nation and publish the list.!* Criteria could include the number of
vehicles; amount of freight; congestion levels; reliability; safety; or, air quality impacts. States
with identified bottlenecks could apply to USDOT for project funding grants on a competitive
basis. Locations could appear on the list over multiple years until they are addressed.

The funds remaining following the transfer to the HTF and the NPP would be placed into the
Local Priorities Program (LPP). Funds would be apportioned to the states according to the same
formula established by the Surface Transportation Block Grant Program, including sub-
allocation to local agencies. Project eligibility would be the same as the eligibility for the
National Highway Freight Program or National Highway Performance Program, for highway
projects only.

ATA believes that this approach would give state and local transportation agencies the long-term
certainty and revenue stability they need to maintain and begin to improve their surface
transportation systems. They should not be forced to resort to costly, inefficient practices — such
as deferred maintenance — necessitated by the unpredictable federal revenue streams that have
become all too common since 2008, Furthermore, while transportation investment has long-term
benefits that extend beyond the initial construction phase, it is estimated that our proposal would
add nearly half a million annual jobs related to construction nationwide, including more than

*2 Federal Highway Administration, Highway Statistics 2016, Table VM-1. Average light-duty vehicle consumed 522
gallons of fuel,

3 For examples of freight bottlenecks that could be eligible see: http://atri-online.org/wp-
content/uploads/2017/01/2017-ATRI-Bottleneck-Brochure.pdf
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11,000 jobs in Missouri and nearly 2,000 jobs in Washington, D.C. (see Appendix A for a full
list of state-specific employment figures).™

The fuel user fee is the most immediate, cost-efficient and conservative mechanism currently
available for funding surface transportation projects and programs. Collection costs are less than
one percent of revenue.® Our proposal will not add to the federal debt or force states to resort to
detrimental methods that could jeopardize their bond ratings. Unlike other approaches that
simply pass the buck to state and local governments by giving them additional “tools” to debt-
finance their infrastructure funding shortfalls for the few projects that qualify, the BAF will
generate real money that can be utilized for any federal-aid project.

Mir. Chairman, while some have suggested that a fuel user fee is regressive, the economic harm
of failing to enact our proposal will be far more damaging to motorists. The $100 per year paid
by the average car driver under this proposal pales in comparison with the $1,500 tax they now
pay annually due to additional vehicle maintenance, lost time and wasted fuel that has resulted
from underinvestment in our infrastructure. Borrowing $20 billion a year from China to debt
finance the HTF funding gap, a cost imposed on current and future generations of Americans
who will be forced to pay the interest, is far more regressive than the modest fee needed to avoid
further blowing up our already massive national debt. Forcing states to resort to tolls by starving
them of federal funds is far more regressive than the $2.00 a week motorists would pay under our
proposal. One needs to only look to I-66 in Northern Virginia, where tolls average more than
$12.00 roundtrip and can sometimes exceed $46.00, to understand the potential impacts on
fower- or middle-income Americans.!s To put this into perspective, even if motorists only paid
the average toll, the cost of a 10-mile trip over an eight day period on I-66 would be equivalent
to their cost for an entire year under ATA’s BAF proposal for all roads and bridges.

Furthermore, some groups have pointed out the annual rise in household expenses that would be
incurred with a 25 cent increase in the gasoline tax as a reason to oppose such user fee
increases.!” What these groups fail to mention is that while the average household cost would be
approximately $273 per year, $2,818 is lost per household annually due to vehicle maintenance
costs as a result of poorly maintained roads, and lost time and fuel due to congestion.

ALTERNATIVE REVENUE SOURCES

We believe that the fuel user fee is the most fair and efficient method for funding highways. Just
0.2 percent of fuel tax revenue goes to collection costs.'® We are willing to consider other
funding options, provided they meet the following criteria:

¢ Be easy and inexpensive to pay and collect;
e Have a low evasion rate;
* Be tied to highway use; and

*4 A Framework for infrastructure Funding. American Transportation Research Institute, Nov. 2017.

* jbid.

*€ http://www.66expresslanes.org/documents/66_express_lanes_january_2018_performance_ereport.pdf
7 https://freedompartners.org/wp-content/uploads/2018/02/GasTaxByState.pdf

18 1hid.
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e Avoid creating impediments to interstate commerce.

While ATA is open to supporting a wide range of funding and financing options, we will oppose
expansion of Interstate highway tolling authority and highway “asset recycling.” Interstate tolls
are a highly inefficient method of funding highways. Tolling also forces traffic onto secondary
roads, which are weaker and less safe. Asset recycling involves selling or leasing public assets
to the private sector. Where asset recycling has been utilized on toll roads in the U.S., toll payers
have seen their toll rates increased, only to subsidize projects with little or no benefit to them.
Our position.on asset recycling pertains only to the highway sector.

ATA is aware of proposals to create a new freight fee that taxes the cost of freight transportation
services. While we believe that such a proposal is attractive in concept, we have identified
several issues that have yet to be resolved to our satisfaction, and therefore we cannot support it
at this time. Our primary (though by no means only) concerns are: high administrative costs;
significant potential for evasion; and difficulty imposing the fee on private carriers.

We do support a new federal registration fee on all vehicles. Since states already collect
registration fees, the infrastructure is already in place to collect such a fee at a very low cost. The
fee could be charged initially on electric and other alternative fuel vehicles that do not currently
pay a fuel tax. The cost to motorists would be relatively small; a $110 annual fee per passenger
vehicle, for example, would be roughly equivalent to the average amount of federal fuel tax
currently paid by these vehicles each year. Yet, this $110 registration fee would raise nearly $29
billion annually if charged to all motorists, a total that exceeds the amount of revenue currently
collected through the federal gasoline tax.

FUTURE REVENUE SOURCES

While ATA considers the BAF to be the best and most immediate means for improving our
nation’s roads and bridges, we also recognize that due to improvements in fuel efficiency and the
development of new technologies that avoid the need to purchase fossil fuel altogether, the fuel
tax is likely to be a diminishing source of revenue for surface transportation improvements. We
encourage Congress, in consultation with the Executive Branch, state and local partners and the
private sector, to continue to work toward identifying future revenue sources. As you know, the
FAST Act created a new grant program designed to accomplish this objective, and we hope that
this research will continue. While much work has already been done in this regard, there is much
still to be done before these new revenue mechanisms are ready for mainstream implementation.
ATA encourages Congress to include in a future infrastructure package or surface transportation
reauthorization bill a plan to bolster and, if necessary, ultimately replace current highway
funding mechanisms with new, more sustainable revenue sources. We recommend a ten-year
strategy that could include creation of a blue-ribbon commission to explore the results of pilot
programs already completed or underway, with recommendations for either further research or a
proposal for Congress to adopt a new funding approach.
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THE ADMINISTRATION’S INFRASTRUCTURE PROPOSAL

ATA is encouraged by the President’s focus on infrastructure, and we are thankful thatitis a
stated priority. However, we are troubled by certain aspects of the proposal.’®

Most disturbing is the lack of a solution to address the HTF shortfall, although we are
encouraged by reports that President Trump is open to supporting an increase in the fuel tax.
Reducing the federal commitment puts the Nation on a path toward devolution of responsibility
for improving the highway system to state and local governments. There are very good reasons
for continued federal financial support of highway investment. The U.S. Constitution charges the
federal government with responsibility for ensuring the free movement of interstate commerce,
and such movement is not possible without an efficient roadway network. Some argue that with
completion of the Interstate system, the federal government no longer has a valid reason to
maintain a significant role in providing financial support for highway improvements. However,
this belies the fact that the federal government has an interest in ensuring that the system is not
only properly maintained, but also expanded, to accommeodate economic and population growth,
for the same reasons that it led the construction of the network in the first place. Mr. Chairman,
there is a commonly used mantra that is applicable here: “hope is not a strategy.” The federal
government cannot on the one hand establish a policy goal of promoting safer, more efficient
surface transportation systems and then hope that others will fill the funding gap when it fails to
provide the resources necessary to achieve these objectives.

Half of the proposal’s funding would be used for a new discretionary program to fund multiple
infrastructure asset classes. The minimum required match from recipients is 80%. However,
because 70% of the evaluation criteria is tied to the amount of the non-federal contribution, it is
likely that the actual non-federal share will be higher than 80% for most projects as applicants
effectively attempt to outbid each other in a type of blind auction.

It is ironic that a proposal that claims as a guiding principal that “States and localities are best
equipped to understand the infrastructure investments needs of their communities” has adopted a
strategy that would actually shift decision-making from local decision-makers to the federal
bureaucracy. Under the current Federal-Aid Highway Program (FAHP) virtually all of the
money flowing from the FAHP is apportioned directly to state and local governments, who have
very wide discretion on how the funds are spent. In contrast, under the White House proposal the
disposition of the discretionary money will be determined by the policies and subjective
preferences of whichever administration happens to be in power at the time.

We are also very concerned with the proposal’s statement in support of eliminating federal
restrictions on Interstate tolls. Toll collection costs are significantly greater than the cost of
collecting other user fees.?® Furthermore, tolls cause motorists to use altemative routes that are
generally less safe and not as well constructed. ATA strongly opposes expansion of Interstate
tolling authority and we support rolling back existing exceptions to the current restrictions on
tolling existing Interstates (other than HOV lanes). We cannot support any transportation
proposal that so radically alters the treatment of Interstate tolls. Congress has for decades

15 Legislative Outline for Rebuilding Infrastructure in America, 2018. The White House.
2 jhid,
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recognized the need for restrictions on tolling authority in order to maintain the efficient flow of
interstate traffic and we strongly encourage the subcommittee to roll back, not expand, Interstate
highway tolling authority.

Much of the Administration’s proposal’s anticipated funding derives from an expectation that a
very significant amount of non-federal revenue will be leveraged using various financing
instraments that are bolstered under the plan. However, few highway projects are likely to
qualify for this type of financing, primarily due to a lack of sufficient traffic necessary to
generate the revenue needed to attract private investment. It is also important to keep in mind
that private investment is not free money. Whether through tolls or another revenue source,
taxpayers will ultimately bear all of the costs, including financing costs and the profits that
accrue to the private partners.

The Administration’s proposal also promotes asset recycling, which involves a long-term lease
of publicly owned infrastructure assets to investors in exchange for an upfront payment. In the
U.S., similar schemes were used for long-term leases of the Indiana Toll Road and Chicago
Skyway a decade ago. In both cases, toll rates skyrocketed, with little or no benefit for the users
of those facilities. ATA will oppose any proposal that incentivizes asset recycling of highway
infrastructure, although we have not taken a position on the use of this strategy for non-highway
assets.

While we applaud the Administration for elevating the debate on infrastructure investment, real
money is needed to address the country’s infrastructure investment shortfall. No amount of state
flexibility to toll Interstates or commercialize rest areas will plug the $15-$20 billion hole
looming over the HTF. ATA does, however, support the Administration’s efforts to streamline
the environmental review process, which currently adds unnecessary time and cost to many
federal-aid projects.

FREIGHT TRANSPORTATION IMPROVEMENT

While trucks move the vast majority of freight, it is important to recognize the critical nature of
the multimodal supply chain. The seamless interchange of freight between trucks, trains, aircraft,
ships and waterways operators allows shippers to minimize costs and maximize efficiencies.
While carriers do what they can to make this process as smooth as possible, some things are
largely out of our hands and require government action.

Importance of the Federal Role

The federal government has a critical role to play in the supply chain. Freight knows no borders,
and the constraints of trying to improve the movement of freight without federal funding and
coordination will create a drag on all freight providers’ ability to serve national and international
needs. As the maps in Appendix B show, trucks move products to and from the far corners of the
country, and serve international markets as well.

These maps demonstrate that parochial debates over how much funding each state receives is
ultimately destructive to shippers no matter where they are located. The cost of congestion for a
truck that moves freight from Kansas City to Chicago is no different whether that congestion
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occurs in Kansas City or in Chicago. There is little advantage to a truck moving a load of cars
from the Port of Baltimore to a dealership in Washington, D.C. if roadway improvements are
made around the port, only to experience severe congestion in Washington. The critical role that
only the federal government can play is to look at investment decisions in the context of national
impacts and determine which investments can produce the greatest economic benefits regardless
of jurisdictional considerations. Only the federal government can break down the artificial
constraints of geographic boundaries that hamper sound investment in our Nation’s freight
networks. Only the federal government can provide the resources necessary to fund projects
whose benefits extend beyond state lines, but are too expensive for state or local governments to
justify investment in at the expense of local priorities.

FREIGHT INTERMODAL CONNECTORS

Freight intermodal connectors — those roads that connect ports, rail yards, airports and other
intermodal facilities to the National Highway System — are publicly owned. And while they are
an essential part of the freight distribution system, many are neglected and are not given the
attention they deserve given their importance to the Nation’s economy. Just nine percent of
connectors are in good or very good condition, 19 percent are in mediocre condition and 37
percent are in poor condition.?' Not only do poor roads damage both vehicles and the freight they
carry, but the Federal Highway Administration found a correlation between poor roads and
vehicle speed. Average speed on a connector in poor condition was 22 percent lower than on
connectors in fair or better condition.”? FHWA further found that congestion on freight
intermodal connectors causes 1,059,238 hours of truck delay annually and 12,181,234 hours of
automobile delay.” Congestion on freight intermodal connectors adds nearly $68 million to
freight transportation costs each year.**

One possible reason connectors are neglected is that the vast majority of these roads — 70 percent
~ are under the jurisdiction of a local or county government.® Yet, these roads are serving
critical regional or national needs well beyond the geographic boundaries of the jurisdictions that
have responsibility for them, and these broader benefits may not be factored into the local
jurisdictions” spending decisions. While connectors are eligible for FAHP funding, it is clear that
this is simply not good enough. We urge Congress to set aside adequate funding for freight
intermodal connectors to ensure that these critical arteries are given the attention and resources
they deserve.

MAP 21 AND FAST ACT FREIGHT PROVISIONS

We are grateful to the subcommittee for supporting the inclusion of significant freight provisions
in the most recent authorization bills. These new programs recognize the centrality of freight

2 Freight Intermodal Connectors Study. Federal Highway Administration, April 2017,

22 1bid.

2 ibid. )

 An Analysis of the Operational Costs of Trucking: 2016 Update, American Transportation Research Institute, May
2017. Estimates average truck operational cost of $63.70 per hour.

= Jhid.
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transportation to the federal-aid program. We encourage Congress to build on this progress in
future legislation.

Most notably, the FAST Act established the Nationally Significant Freight and Highway Projects
(NSFHP) program, which provided $4.5 billion in dedicated discretionary funds specifically for
projects that improve freight transportation safety and mobility. We encourage Congress to
continue the program with at least as much funding as was provided by the FAST Act. We also
suggest narrowing the eligibility criteria to ensure that the most critical projects receive funding
and that selected projects are truly those that serve significant freight transportation purposes.
We oppose lowering existing cost thresholds or increasing the amount of funding available for
non-highway projects.

We are troubled by certain aspects of the USDOT’s July 5, 2017 Notice of Funding Opportunity
(Docket No. DOT-OST-2017-0090) for the NSFHP (renamed INFRA by the notice). The
agency is attempting to use the program to promote its support for public-private partnerships by
suggesting that applicants who use this financing strategy would receive favorable treatment.
This policy is not supported by the FAST Act and it will not in any way advance the goals of the
program. In fact, the policy will limit the number of good proposals submitted for consideration,
especially those in rural and other low-density areas. We encourage the subcommittee to express
opposition to USDOT’s approach and, if necessary, add statutory language to prevent USDOT
from usurping Congressional intent.

We are also pleased with creation of the National Highway Freight Program, which dedicated
more than $6 billion to freight-related projects. Similar to the NSFHP program, we encourage the
subcommittee to revise the program to ensure that investments are better targeted to critical
freight projects, especially the major highway bottlenecks that disproportionately impact the cost
and efficient movement of goods. We also encourage Congress to avoid increasing the share of
apportioned revenue that states may use for non-highway projects.

On October 18, 2015, USDOT released, for comment, a draft National Freight Strategic Plan
(NFSP) in response to a requirement in MAP-21. However, the plan was not finalized, nor has it
been revised to incorporate new provisions in the FAST Act. The Plan was due to be finalized on
December 4, 2017. We encourage USDOT to reissue a new draft for comment as soon as
possible. Some of ATA’s concerns with the draft are as follows:

1. The document identifies highway bottlenecks as a significant barrier to the efficient
movement of freight. However, while it suggests low-cost approaches to mitigate the
impacts of bottlenecks, the NFSP does not acknowledge the need for significantly greater
investment to address those projects that require substantial capacity expansion or
interchange realignment.

2. The NFSP suggests the establishment of a new multimodal freight funding program.
While ATA could support the general concept under the right circumstances, we are
concerned about how such a program would be funded and how the revenue would be
distributed. Today, the vast majority of freight user-fee revenue comes from the trucking
industry, with a significantly smaller amount of revenue coming from airfreight and
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waterborne freight transportation sources. Freight railroads do not pay any user fees at all
and have consistently opposed the imposition of fees. Any multimodal freight fund that
derives its revenue wholly or partially from user fees is therefore likely to create an
imbalance in the amount of revenue contributed by the trucking industry and the benefit
the trucking industry gets from its investment. It would be both inappropriate and unfair
to force the trucking industry to subsidize other freight modes, particularly if those modes
compete with trucking companies. We are also concerned about the potential distribution
of a freight funding program whose revenue comes from General Fund or other non-user
fee revenue. Based on past experience with TIGER and similar programs, it is apparent
that the money is more likely to be invested according to an administration’s policy goals
than based on an unbiased assessment of national needs.

3. While the Plan calls for a new multimodal freight program, it fails to acknowledge that
the most important part of the freight infrastructure system — the National Highway
System — already has a dedicated federal funding source (the HTF) that is woefully
underfunded. The NFSP offers no solutions for addressing this shortfall, a critical
oversight.

4. ATA is very concerned with the proposal to require that vehicles servicing federal-aid
freight infrastructure projects must meet certain EPA requirements and NHTSA’s fuel
economy and GHG ermissions standards. While the vast majority of vehicles will likely
meet model year 2010 standards, the NHTSA requirements will take effect many years in
the future, and it will likely take decades for the heavy duty vehicle fleet to fully
incorporate the new regulatory requirements. Furthermore, it is possible that additional
requirements for heavy duty vehicle criteria emissions standards will be adopted in the
future, with vehicles servicing federal-aid projects presumably being forced to meet the
new standards. This proposal is likely to increase highway project costs at a time when
additional spending is desperately needed to meet even basic needs.

Finally, MAP-21 also began the process of moving toward a performance-based planning and
programming environment, including for freight-related investments and other key factors such
as highway safety and bridge and pavement condition. This approach will help to focus limited
resources on the most beneficial projects. We are concerned, however, about the potential lack of
uniformity involved in allowing state and local agencies to establish their own measures. We are
also concerned that without additional incentives, this new approach will fall short of its goals.
Nonetheless, ATA is encouraged by the actions taken by Congress and the USDOT thus far, and
we urge implementation of performance measures without delay.

TRUCK DRIVER PARKING SHORTAGE

Research and feedback from carriers and drivers suggest there is a significant shortage of
available parking for truck drivers in certain parts of the country. Given the projected growth in
demand for trucking services, this problem will likely worsen. There are significant safety
benefits from investing in truck parking to ensure that trucks are not parking in unsafe areas due
to lack of space.

10
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Funding for truck parking is available to states under the current federal-aid highway program,
but truck parking has not been a priority given a shortage of funds for essential highway projects.
Therefore, we support the creation of a new discretionary grant program with dedicated funding
from the federal-aid highway program for truck parking capital projects.

ADDITIONAL PRODUCTIVITY IMPEDIMENTS

1t is helpful to understand the full range of productivity constraints we are facing in the context
of addressing infrastructure-related impediments. There are a host of actions that Congress can
take to improve freight mobility without compromising important societal goals such as safety
and air quality.

While ATA supports state flexibility on certain matters, it should be recognized that Congress
has a Constitutionally mandated responsibility to ensure the flow of interstate commerce. Where
appropriate, federal preemption may be necessary. Unfortunately, federal avoidance of
preemption in the name of states’ rights or to avoid controversy sometimes leads to a patchwork
quilt of state regulations that creates significant inefficiencies. Where appropriate, the federal
government must act to protect the public interest from the parochial demands of narrow
constituencies.

Automated Technology in Trucking

Automated vehicle technologies have the potential to dramatically impact nearly all aspects of
the trucking industry. These technologies can bring benefits in the areas of safety, environment,
productivity, efficiency, and driver health and wellness. The safety gains achievable by removing
human error, a factor in 94 percent of all vehicle crashes,?® could be transformative in reducing
fatalities and injuries on our roadways, as well as in preventing even minor crashes, which would
reduce traffic congestion and pollution, providing additional economic and societal benefits. This
technology can also help to alleviate the truck driver shortage and prevent driver fatigue.

ATA believes that the driver will retain an important role in trucking, even with fully automated
trucks. In addition to monitoring the automated driving systems and manually driving in the
cityscape and at loading docks, drivers will retain their current responsibilities for securing the
cargo, particularly hazardous cargo, as well as for customer interaction with the shipper and
receiver.

In addition, ATA sees great potential for vehicle connectivity using the 5.9 GHz Safety Spectrum
to improve the performance of automated vehicles. Vehicle-to-vehicle (V2V) and vehicle-to-
infrastructure (V2I) communication using the Safety Spectrum can save lives and reduce traffic
congestion and vehicle emissions. The benefits of V2V/V2I technology will grow when coupled
with automated vehicle technology, and vice versa. As the Federal Communications Commission
(FCC) considers action that would allow other uses of the 5.9 GHz spectrum that was allocated
for V2V and V2I communication, we believe it is important that any decisions over sharing the
Safety Spectrum should be driven first and foremost by public safety, preserving all seven

2 Singh, S. (2015, February). Critical reasons for crashes investigated in the National Motor Vehicle Crash Causation
Survey. {Traffic Safety Facts Crash Stats. Report No. DOT HS 812 115}, Washington, DC: National Highway Traffic
Safety Administration
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channels of spectrum for safety. The FCC should take no action that could jeopardize the vehicle
safety initiatives that the DOT is pursuing with this spectrum.

Mr. Chairman, the federal government must serve as a catalyst for technology development and
deployment. Actions that delay or otherwise impede this progress are shortsighted.

CONCLUSIONS

Mr. Chairman, over the next decade, freight tonnage is projected to grow by more than 40
percent.”’ The trucking industry is expected to carry more than two-thirds of the Nation’s freight
in 2028. It will be tasked with hauling 3.2 billion more tons of freight in 2028 than it moved this
year.?® Without federal support and cooperation, the industry will find it extremely difficult to
meet these demands at the price and service levels that its customers, American businesses, need
to compete globally. It is imperative to our Nation’s economy and security that Congress,
working with the Administration, invest in critical highway freight infrastructure and make the
reforms necessary to create an improved regulatory environment that fosters greater safety and
efficiency in our supply chain.

The trucking industry, and especially truck drivers, understands the importance of safe and
efficient highways like nobody else. Roads and bridges are our workplace, and we cannot
properly serve the needs of the Nation if elected officials continue to allow highways to fall into
greater neglect. The trucking industry already pays nearly half the user fees into the HTF and we
are willing to invest more. To us and most Americans this is not an ideological debate. It is
simply a decision about whether we make the investments necessary to remain competitive and
prevent needless injuries and deaths or continue on the current path.

Mr. Chairman, on January 6, 1983, President Ronald Reagan, in signing into law legislation that
increased the federal fuel tax, said:

Today . . . America ends a period of decline in her vast and world-famous
transportation system . . . . [We] can now ensure for our children a special part of
their heritage—a network of highways and mass transit that has enabled our
commerce to thrive, our country to grow, and our people to roam freely and

easily to every corner of our land.

That bill was supported by 261 Members of the House, including a majority of both Republicans
and Democrats. Roads and bridges know no political party...we all drive on them. It is time for
elected officials to put aside partisan politics and regional differences and fulfill the promise to
the American people expressed so eloquently by President Reagan.

Thank you once again for the opportunity to testify on this important subject. We look forward to
working with the subcommittee to advance legislation that enables the trucking industry to
continue to provide safe and efficient services to its customers.

 Freight Transportation Forecast 2017-2028. HS Global Insight, 2017,
8 Jbid,
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APPENDDU A: FUNDING IMPACT MATRIX - ANNUAL STATE-LEVEL JOB AND REVENUE
INCREASES RESULTING FROM FEDERAL FUEL TAX INCREASES
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APPENDIX B: TRUCK FLOWS AFTER 7 DAYS FROM CITY OF ORIGIN
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Building a 21% Century Infrastructure for America:
Long-Term Funding for Highways and Transit Programs
Wednesday, March 7, 2018, 10:00 a.m.

2167 Rayburn House Office Building
Washington, D.C.

Chris Spear, President and CEQ, American Trucking Associations,
Responses to Questions for the Record

Submitted on behalf of Congressman Rick Larsen (WA-02):

1. Inregards to wholesale versus retail, when charging at the rack how do you ensure that the
unit of propane dispensed will be used for a vehicle as opposed to a non-vehicle?

ANSWER: Unlike gasoline and highway diesel fuel, which are subject to the federal fuel excise
taxes when they are dispensed wholesale at the rack, the alternative fuels that are subject to
federal fuel excise taxes, including propane, are taxed not at the rack but when they are placed
into the fuel supply tank of a highway motor vehicle — that is, at the retail level rather than the
wholesale level. See, IRS Publication 510, Excise Taxes, at p. 12.
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Executive Director, Transportation Infrastructure

1615 H Street NW | Washington, DC | 20062
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The U.S. Chamber of Commerce is the world’s largest business federation
representing the interests of more than three million businesses of all sizes, sectors, and
regions, as well as state and local chambers and industry associations. The Chamber is
dedicated to promoting, protecting, and defending America’s free enterprise system.

More than 96 percent of Chamber member companies have fewer than 100
employees, and many of the nation’s largest companies are also active members. We are
therefore cognizant not only of the challenges facing smaller businesses, but also those
facing the business community at large.

Besides representing a cross-section of the American business community with
respect to the number of employees, major classifications of American business—e.g.,
manufacturing, retailing, services, construction, wholesalers, and finance—are
represented. The Chamber has membership in all 50 states.

The Chamber’s international reach is substantial as well. We believe that global
interdependence provides opportunities, not threats. In addition to the American
Chambers of Commerce abroad, an increasing number of our members engage in the
export and import of both goods and services and have ongoing investment activities. The
Chamber favors strengthened international competitiveness and opposes artificial U.S.
and foreign barriers to international business.
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Introduction

Good morning Chairman Graves, Ranking Member Norton, and members of the
Subcommittee. My name is Ed Mortimer and 1 serve as the Executive Director for
Transportation Infrastructure at the United States Chamber of Commerce. [ also serve as
the Executive Director of the Chamber-led Americans for Transportation Mobility
Coalition (ATM), which includes business, labor and transportation stakeholders
advocating for improved and increased federal investment in the nation's aging and
overburdened transportation system.

The U.S. Chamber is the world’s largest business federation. We represent the interests
of over three million businesses of all sizes, sectors, and regions, as well as state and
local chambers and industry associations.

Condition of the Nation’s Surface Transportation Infrastructure

America’s transportation network is a vast system that connects people and places, moves
goods and drives our economy, and impacts our quality of life and safety. The country’s
transportation system is comprised of roads, bridges, public transit, airports, ports, and
interchanges affecting thousands of communities and a myriad of industries and job
sectors. It serves as the backbone of the nation’s economy.

For almost 100 years, America’s infrastructure has been the envy of the world. From the
transcontinental railroads to electric streetcars, and from subways to the interstate
highway system, our nation’s history of providing state-of-the art infrastructure is
impressive.

“Today, there are more than 4 million miles of road, 600,000 bridges, and 3,000 transit
providers in the United States. And yet, over the past 20 years, total federal, state, and
local investment in transportation has fallen as a share of Gross Domestic Product — while
population, congestion, and maintenance backlogs have increased,” according to the 2014
White House document titled: “An Economic Analysis of Transportation Infrastructure
Investment.”

As this subcommittee knows, America’s infrastructure is aging and in dire need of
modernization. The American Society of Civil Engineers, in its latest Infrastructure
Report Card, graded the condition of our nation’s infrastructure as a D-plus overall. The
report also estimated that government needs to invest $2 trillion over current spending
levels for the next 10 years to modernize the system. Our nation’s highways were ranked
a D and public transportation a D-minus. Bridges were only slightly better with a C-
minus.



88

The most recent 2015 U.S. DOT conditions and performance report highlighted the
current state of good repairs needed for highways and bridges at an estimated $830
billion. Of the total backlog, $394.9 billion (18.8 percent) is required for the Interstate
System; $394.9 billion (47.2 percent) is for the National Highway System, and $644.8
billion (77.1 percent) is for Federal-aid highways.

This U.S. DOT report also stated the current state of good repair needs for public transit
is at $89.8 billion.'

These challenges are significant, but they are not insurmountable.
Importance of System Conditions to Freight Movement

The nation’s freight network continues to experience strain. In 2015, our nation’s
transportation system moved 18.1 billion tons of goods, worth $19.2 trillion.? A recent
U.S. DOT report projects that the amount of freight traveling on our nation’s
transportation network will grow 40 percent over the next 40 years. The chart below
shows the breakdown of those estimates by transportation mode:
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Source: Beyond Traffic, U.S. Department of Transportation

12015 Status of the Nation's Highways, Bridges, and Transit, U.S. Department of Transportation.
2 Bureau of Transportation Statistics document titled “DOT Released 30-year Freight projection” (March
2016).
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The nation’s supply chain also is adapting to American consumers expecting quicker
delivery of product. Supply-chain programs are moving from an inventory based
“manufacture-to-supply” model to a “manufacture-to-order” model. Emerging
technologies such as vehicle-to-vehicle and vehicle-to-infrastructure communications and
autonomous vehicles need to have a transportation infrastructure able to allow these
innovations to achieve the desired effort of maximizing the efficiency of the
transportation network.

The Challenge Ahead

The Beyond Traffic report describes in detail what the future may hold for our changing
population. The report finds that the U.S. population is expected to grow by 70 million
people in the next 30 years. By 2045, the nation’s economy is forecasted to grow by 115
percent and the transportation sector will represent $1.6 trillion of gross domestic
product.

The same report shows investment in surface transportation is not meeting demand. For
example, improving the condition and performance of highways and bridges over the
next five years is estimated to cost $120 billion annually from all levels of government.
Yet, we currently are investing only $83.1 billion. For public transportation, current
investment is $17.1 billion annually, a far cry from the necessary $43 billion.

Work in 2017 Laid the Groundwork For Broader Infrastructure Modernization
Debate

The Trump administration has been vocal about the need to rebuild and vastly improve
our infrastructure, and Congress also has indicated its willingness to get to work on
solutions. Without a doubt, it is time for our leaders in Washington to take charge and
tackle the problem with stable funding and a long-term plan.

For years, the U.S. Chamber of Commerce has supported meaningful action to reinforce
our once-unequalled infrastructure, and we’ve continued to offer a slate of potential
solutions to prove it.

Last year, the Chamber laid out three overarching principles that the Administration and
Congress should address in an infrastructure modernization debate:

» Legislation should focus on actual infrastructure projects whose completion can
create greater potential for long-term economic growth.

e Legislation should employ a variety of funding mechanisms tailored to the
various infrastructure project lines and, where possible, utilize existing federal
programs.
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* Additional financing and funding should be accompanied by reforms that increase
accountability, maximize and expedite the use of scarce federal resources, and
accommodate future needs.

We discussed these principles with this subcommittee and other members of the House
and Senate during the year.

Chamber Refines Infrastructure Principles into Four Point Plan

In an effort to encourage prompt Congressional action on an infrastructure modernization
bill, on January 18, 2018, the Chamber released a four-point infrastructure plan entitled,
“Roadmap to Modernizing America’s Infrastructure.”

The U.S. Chamber’s recommendations for an infrastructure package include:
» Increasing the federal fuel user fee by 25 cents for surface transportation projects

» Implementing a multi-faceted approach for leveraging more public and private
resources

= Streamlining the permitting process at the federal, state, and local level

» Expanding the American workforce through work-based learning and
immigration reform

Modernizing America’s Infrastructure Part 1: User Fee

To rebuild and expand our roads, bridges, and transit systems, the Chamber believes it is
time for a modest increase in the federal motor vehicle fuel user fee.

The user fee was last raised in 1993. Since then, inflation has eroded nearly 40 percent of
the value of the user fee. In addition, vehicles are significantly more fuel-efficient than
they were 25 years ago. As a result, motorists use less fuel to drive the same number of
miles, and there is significantly less revenue to maintain the roads they drive on.

As the charts below indicate, relative to 1993, Americans are driving more, but using less
gasoline. Add in the impact of inflation, and by 2013, drivers were contributing 42
percent less to support our federal road system even though they were driving 4 percent
more miles.
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The U.8. Chamber of Commerce is calling for an increase of 5 cents a year in each of the
next 5 years for a total of 25 cents. The proposal would include indexing the tax for
inflation and for future increases in the fuel economy, so there would be no need to
revisit this issue in the foreseeable future.

The proposal would raise $394 billion over the next 10 years, which would be invested in
our highways, bridges, and transit systems in a fiscally responsible fashion. When

7
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combined with state, local, and private sector funds, this would go a long way towards
modernizing the nation’s once-great interstate system.

All this would cost the average American only about $9 a month in additional gas taxes.
This figure, however, is dwarfed by the cost of inaction. According to one recent Mf‘
drivers in urban and surrounding suburban areas incur $553 in additional vehicle
operating costs as a result of driving on roads in need of repair. Congestion also is
stealing time from American families. The average commute time to work has increased
by 35 minutes a week between 1990 and 2015.

Many say that it is politically impossible to raise the gas tax. This is a fallacy.

Since 1993, 39 states have raised their own state motor fuel user fees. This includes red
and blue states alike, including over the past several years: Indiana, Tennessee, South
Carolina, Oregon, and New Jersey.

In the long run, we know that there is a need to look to other methods to pay for surface
transportation investment. The vehicle fleet is becoming more fuel-efficient. Driving
patterns are changing. Electric vehicles and alternative energy vehicles continue to be
added to the system, and multi-modal transportation investment calls for more diversified
sources of revenue. We have been following pilot programs looking at transitioning to
vehicles miles traveled, such as in Oregon and other places. While progress is being
made, we believe that national implementation of such a funding mechanism is at least 10
years away.

Highway Trust Fund Issues

The federal Highway Trust Fund (HTF) will run out of money after the Fixing America’s
Surface Transportation Act (FAST Act) expires in 2020. The primary reason we are
underfunding our highways and transit systems is that the funding mechanism, the
Highway Trust Fund, is experiencing an annual deficit of $15 billion in 2018 and will
increase to $26 billion in 2027 (the last year estimated by the Congressional Budget
Office).

Congress has made up for this shortfall in two ways. First, it has transferred $144 billion
into the HTF since 2008 to prevent insolvency. Second, it has delayed and underfunded
the maintenance of the country’s roads, bridges, and mass transit systems.

The Congressional Budget Office estimates the HTF will need another $120 billion
infusion to pass a six-year reauthorization that merely maintains spending levels.

* The Road Information Program, National Surface Transportation Fact Sheet.
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With a growing federal deficit, the ability for Congress to continue to inject General Fund
revenue into the HTF is limited. This is a major reason the Chamber supports the budget
neutral mechanism of adjusting the federal fuel user fee and put those revenues into the
HTF to address this issue.

Modernizing America’s Infrastructure Part 2: Implementing a multi-faceted
approach for leveraging more public and private resources

Outside of direct federal funding, the Chamber believes there is a great opportunity to
encourage more successful private investment. From the 1-495 Capital Beltway High-
Occupancy Toll Lanes project in Fairfax County, Virginia, to the Port of Miami Tunnel,
to the Eagle Public Transportation project in Denver, Colorado, and the 91 Express Lanes
in Orange County, California, examples of successful, entrepreneurial, public-private
projects are abound.

Many nations understand that in a globally competitive marketplace, private investment
is a linchpin for economic development and innovation. Countries such as Saudi Arabia
and Australia have expressed interest in investing in American infrastructure.
Unfortunately, according to Prequin,* at the end of the first half of 2016, funds focusing
on North American assets were sitting on $75 billion, still unused.

For now, we need to better leverage the tools that we have as we get down to business
and develop policies that get this kind of equity off the sideline.

The Chamber believes communities should have a large toolkit of funding and financing
options available for infrastructure projects. To that end, Congress should:

« Expand and improve existing federal loan programs covering transportation,
water, and rail (e.g. TIFIA, WIFIA, and RRIF) to make it easier for the private
sector to participate in infrastructure projects and leverage an average of $40 for
every dollar of federal funding;

o Create a new loan / loan guarantee program to finance a broad array of
infrastructure projects with loans to be repaid through dedicated public or private
funding streams (the bipartisan proposal for a $50 billion fund leveraged 15:1 and
thus supporting up to $750 in loans or guarantees is one possible model);

« Remove statutory and regulatory barriers to public-private partnerships;

4 Pequin Report on 2016 Private Equity for Infrastructure.
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o For example, federal law currently limits the number of airports that could
be practically sold or leased to the private sector to 10 airports;

o The use of public private partnerships specifically should be authorized
and encouraged with respect to federal assets with significant maintenance
backlogs and the means of generating revenue or their own dedicated
funding stream (such as waterways and dams);

« Create a discretionary grant program to stimulate competition and leverage state,
local, and private sector funds for projects of national significance; and

» Expand private activity bonds by lifting the current cap of $15 billion.

Modernizing America’s Infrastructure Part 3: Streamlining the permitting process
at the federal, state, and local level

The permitting process for major infrastructure projects is broken. It can take longer to
get government permits than it takes to construct a project. It takes on average
approximately five years to complete an environmental impact statement, a federal
requirement for many projects, and depending on the type of project, permitting can
involve state and local approvals in addition to a myriad of federal permits.

It should never take more than two years to complete all federal permits required for an
infrastructure project. We strongly support the Administration’s August 2017 Executive
Order that calls for “One Federal Decision” in a two-year time frame.

The Chamber believes this is an imminently achievable goal. Many of our global
economic competitors, including Germany, Canada, and Australia, complete
environmental permitting reviews in under two years—all while providing environmental
protections equaling or exceeding those in the U.S.

We recognize and strongly support the work of this subcommittee in MAP-21 and the
FAST Act to provide a more streamlined process for surface transportation projects, but
more can be done.

It is critical that any infrastructure package include meaningful reforms to the federal
environmental review and permitting processes.

The Chamber recommends the following common sense reforms:
» Merge sequential and duplicative federal environmental reviews;

« End duplication of previously completed environmental reviews and studies;

10
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« Implement citizen suit reform to prevent misuse of environmental laws and ensure
that post- approval lawsuits do not needlessly delay projects; and

¢ Codify the “One Federal Decision” approach so there is a single agency
responsible for shepherding a project through the approval process.

In addition, projects that benefit from federal funding or financing should be subject to a
similar requirement with respect to state and local permits: as a condition of receiving
federal funds, states must agree to ensure the process should never take more than two
years and should run concurrently with the federal permitting process.

The Chamber believes without regulatory reform of the permitting process from all levels
of government, increased investment alone will not lead to the modern infrastructure
network all Americans deserve.

Modernizing America’s Infrastructure Part 4: Expanding the American workforce
through work-based learning and immigration reform

Rebuilding America’s infrastructure will require skilled workers ready and able to take
on new projects. Yet today — before any major new investment in our infrastructure, 78
percent of construction firms report that they are having a hard time finding qualified
workers.

The USG+U.S. Chamber of Commerce Commercial Construction Index has found that,
though demand for new projects increases, a majority of contractors struggled to find
skilled workers in 2017 and anticipate facing the same chailenge in 2018.

In 2017, there was an average of 192,000 unfilled construction job openings per month
(through November). That is up 119 percent from an average of 88,000 openings a month
five years ago.

If we do not expand the construction workforce, it will be impossible to move ahead with
the projects that need to be undertaken. Congress and the Administration must take key
steps to help address the worker shortage. To increase the number of skilled workers,
policymakers should:

1. Reauthorize the Carl D. Perkins Career and Technical Education (CTE) Act
— Capitalize on the opportunity to update the long-overdue Perkins Act to
modernize our nation’s K-12 and community college career and technical
education programs, which are a key source of talent and a driver for young adults
to pursue careers in the growing construction industry.

11
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2. Leverage the Workforce Innovation and Opportunity Act (WIOA) — Use
WIOA, reauthorized in 2014, to expand the national network of sector-based
construction partnerships so that public workforce training funds and incentives
can be utilized to grow America’s construction workforce.

3. Modernize America’s Apprenticeship System — Advance the recommendations
of the Apprenticeship Task Force, as convened by President Trump’s Executive
Order in 2017, to support the business sector as they build new opportunities for
earn and learn pathways, including within the construction industry .

It is also important that we keep the skilled workers currently in the workforce thanks to
programs like Deferred Action for Childhood Arrivals (DACA) and Temporary
Protective Status (TPS). Approximately 41,000 DACA recipients are employed in the
construction industry, as are approximately 51,000 TPS beneficiaries. Congress should
act now to ensure that these workers can continue to live and work in this country.
Ultimately, Congress needs to enact immigration reform so that we can attract and admit
the skilled workers our nation needs.

Conclusion

The bottom line is that the time to make important infrastructure investments is NOW.
Delaying action only makes the decisions more difficult and projects costlier. From the
business community’s perspective, the question is not if we need to make these decisions,
but when.

The Chamber strongly supports federal investment in highways and public transportation.
We need a smooth flowing, efficient multi-modal national transportation network that
will support the transportation needs of businesses from origin to destination across the
globe, and from the factory to the corporate headquarters to main street retailers to
medical centers.

From all levels of government, there is no single funding solution that will solve all of
our infrastructure problems. The Chamber believes communities should have a large
toolkit of funding and financing options available that can be utilized to provide the
infrastructure needed, not just to succeed, but to lead the world in providing economic
and social mobility. Improving our current infrastructure will be a key component in
modemizing many parts of the country. The Chamber and the ATM Coalition are
committed to working with elected officials to ensure our nation provides an
infrastructure that keeps up with the changing times.

Here’s the bottom line: a long-term federal infrastructure modernization program,
followed by greater investment by state, local, and private stakeholders, can engender the

12
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partnership necessary to ensure our nation has a 21st-century infrastructure network. But
without a serious commitment from federal lawmakers, it’s going to be difficult to make
the kind of progress demanded by the challenges we're facing.

Thank you for the opportunity to testify today. The Chamber as well as the ATM
Coalition look forward to working with this subcommittee to provide the tools necessary
to modernize America’s highway and public transportation network, stabilize the HTF,
and grow investment in this nation’s transportation infrastructure so each state and region
can get out of the system what they need to be successful — whether that is moving freight
or their employees.

13
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United States House Committee on Transportation and Infrastructure
Subcommittee on Highways and Transit
Building a 21* Century Infrastructure for America: Long-Term Funding for Highways and
Transit Programs

Wednesday, March 7, 2018

Edward L. Mortimer, Executive Director, Transportation Infrastructure,

U.S. Chamber of Commerce, Responses to Questions for the Record

Submitted on behalf of Congressman Rick Larsen
1. According to the U.S. Energy Information Administration, new on-road vehicle fuel
economy for passenger cars is projected to increase 43 percent by 2025 (to 45 mpg).

- How will the increase in fuel efficiency impact the revenue generated by the gas tax
going forward?

- More efficient vehicles will lead to reduced demand from drivers at the pump — do you
anticipate this will affect the price elasticity of gasoline?

- Do you believe these anticipated shifts support looking at different long-term funding
sources for highways and transit projects in the future?

ANSWER: According to a report released by the Congressional Research Service
(https://www.cbo.gov/sites/default/files/1 1 2th-congress-2011-2012/reports/05-02-

CAFE brief.pdf), the increase in fuel economy standards would gradually decrease fuel
consumption, eventually reducing revenues from the gasoline tax by 21 percent in 2040. At
the same time, the Department of Transportation recently reported a record number of
vehicles miles traveled on all roads and streets changed by 0.4 percent (0.9 billion vehicle
miles) for January 2018 as compared with January 2017. Travel for the month is estimated to
be 245.5 billion vehicle miles. The 12-month moving average was up 0.16 percent month-
over-month and 1.2 percent yeat-over-year

(https://www.fhwa dot.gov/policyinformation/travel monitoring/tvt.cfin).

Therefore, while more efficient vehicles will have a negative impact on revenues collected
into the Highway Trust Fund, vehicles miles traveled are expected to continue to grow as
both freight and population increase.

The Chamber believes that in the long-term, other options other than gasoline and diesel
taxes should be considered. We are following the pilot projects for vehicles miles traveled
programs in California, Oregon and several other states. That being said, at the March 7
hearing, Colorado Department of Transportation Executive Director Michael Lewis, who
also is with the Western Road Use Charge Consortium (RUC West), stated at the hearing that
he felt the ability to implement vehicle miles traveled mechanism is at least 10 years away.

Therefore, the Chamber believes that for the foreseeable future, gasoline and diesel will
continue to be the predominant energy source for the vehicles and while an increase is the
user fee is needed now to modernize roads, bridges and transit systems.
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Testimony prepared for the
Subcommittee on Highways
and Transit, Transportation
and Infrastructure Committee,

U.S. House of Representatives

For a hearing on “Building a 21st Century
Infrastructure for America—Long-Term Funding for
Highways and Transit Programs”

Testimony « By Thea M. Lee » March 7, 2018

Thank you to Chairman Sam Graves and Ranking Member Eleanor Holmes Norton for inviting me to join
the witness panel today and to speak with you about these important issues. My name is Thea Lee and |
am the president of the Economic Policy Institute (EP), the nation's premier think tank for analyzing the
effects of economic policy on the lives of America’s working families. EPI has consistently and repeatedly
advocated for a substantial increase In investment in the nation's infrastructure in light of the extraordinary
benefits this would bring to the U.S. economy, to workers, and to business.

Thank you for holding this important hearing today. The first step to ensure a healthy national infrastructure
is keeping things from deteriorating. Allowing the Highway Trust Fund to become progressively
underfunded in the coming decade would do great damage. The federal gas tax, which funds the HTF, is
not indexed to inflation and hasn’t been increased since 1993; this means that the purchasing power of the
HTF’s dedicated revenue source has been slowly declining. Since then, Congress has used general
revenues to cover the gap between HTF project funding and the decaying value of its revenue source. The
cumulative shortfall facing the HTF will reach $138 billion by fiscal year 2027 To ensure that HTF has
resources to fund planned expenditures, the current gas tax should be raised or a new dedicated revenue
source for the HTF should be found.

Economie Policy Institute - Washington, DC



100

But we should be clear that keeping the status quo by finding a funding source for the
HTF is far from adequate infrastructure policy. There is broad agreement that the current
state of U.S. infrastructure is deeply deficient due to past neglect and underinvestment.
For this reason, the U.S. economy would benefit greatly from a substantial increase in
infrastructure investment. The American Society of Civil Engineers (ASCE) most recently
put the 10-year infrastructure funding gap—the additional investment needed to maintain a
state of good repair—at about $2.1 trillion.? This estimate is for maintenance only; it doesn't
even include the imperative to modernize and upgrade our transportation, energy, and
water systems.

Our research at EPI indicates strongly that reversing this chronic underinvestment in
infrastructure will require a strong federal role and a commitment of federal resources.
Currently, we rely heavily on state and focal governments to finance a large share of
infrastructure—particularly highways and transit. This heavy reliance on state and local
governments is the strategy that has led us to the current situation, which virtually
everybody agrees is suboptimal. Doing better going forward will require a stronger federal
role and a significant commitment of federal resources.

Below I highlight some of the findings from our past research. Specifically, this research
finds:

* Infrastructure done right would boost job creation as well as the long-run productivity
of the American economy.

® The first step to doing infrastructure right is fixing the Highway Trust Fund (HTF). The
most important issue Is simply ensuring that the trust fund has the resources to fund
its planned expenditures. The past practice of using gasoline taxes for the HTF is a
perfectly sound strategy. Strategies that call for other funding sources that
approximate user fees {like vehicle miles traveled [VMT] taxes) are also reasonable.
But the most important goal is simply to provide the resources needed to keep
highway and transit investments from being strangled.

¢ Doing infrastructure right will require a strong federal role and federal commitment of
rasources for the following reasons:

* There is no free lunch, or road, or bridge. American households will, in the end,
pay for improved infrastructure—either through higher taxes or through user fees
and tolls. Too often, advocates of “leveraging the private sector” {via public-
private partnerships, or P3s) obscure or underpiay this basic economic truth.

& The federal government provides some key advantages to financing over private
actors and even over state and local governments. The clearest advantage is that
the interest rate paid on federal debt is lower than what is available to private
actors or states. This means long-term debt financing is cheaper for the federa!
government.

® Despite this potential federal government advantage, our current mix of
infrastructure funding and financing leans much more heavily on state and local
governments.

® There is no economic basis to the glib arguments that state and local provision of

Economic Policy Institute
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infrastructure is more efficient simply because these leveis of government are
“closer” to end users. Economic efficiency depends on the funding mechanism,
not the level of government.

* Because state and local governments are not incentivized to take account of
externalities or regional spillovers, they may underinvest in key infrastructure
projects.

* Federally funded infrastructure investment is more likely to incorporate
requirements for strong labor standards—ensuring that it supports good jobs with
good wages. Plans that lean more heavily on private financing should not be
used as an excuse to ignore labor standards, because if they did then these
plans would likely see fewer good jobs created through infrastructure
investments. Infrastructure projects that pay good wages have durable benefiis
for communities and local tax bases, uniike those that seek to undermine decent
wages and standards.

Background: The large macroeconomic benefits
of infrastructure done right

The United States economy has suffered from two glaring macroeconomic problems over
the past decade. The first is a severe and chronic shortfall of spending by households,
businesses, and governments relative to the economy’s productive potential fi.e, a
shortfall of oggregate demand). This demand shortfall has slowed growth In both jobs and
wages for most of the past 10 years. The second problem is a rapid deceleration in the
pace of productivity growth. Productivity is the amount of income (or output) generated in
an average hour of work. Productivity growth in turn provides the potential ceiling for how
fast average income can rise without spurring inflation,

These are both serious problems, and policymakers should be concerned with each. A
large, sustained increase in infrastructure investment would be an effective way to
address both. Previous EPI research (Bivens 2017) found:3

* Infrastructure investment could be an extraordinarily useful tool for
macroeconomic stabllization. Most estimates of the output “multiptier” for
infrastructure investmertt are substantially higher than for other fiscal interventions. If
the fiscal boost of infrastructure investment were accommodated by monetary
policymakers, each $100 billion in infrastructure spending would boost job growth by
roughly 1 miftion full-time equivalents (FTEs).

® While unemployment in 2017 was roughly on par with its pre—Great Recession level,
this does not mean policymakers should stop worrying about macroeconomic
stabilization and maintenance of aggregate demand. Growing fears of “secular
stagnation”—a chronic shortfall of aggregate d d relative to the y's
producti pacity Justified by several data points. Key among them is the

unusually slow growth in nominal wages this late into an economic recovery.

® Productivity growth has decelerated sharply in recent years. Much of this

Economic Policy Institute
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deceleration is likely short-lived, and tighter labor markets should be expected to
push productivity growth back toward more historically normal levels. Since
infrastructure investment can lead to these tighter labor markets, it could have an
immediate effect in restoring productivity growth.

® Further, and more important, a greater public infrastructure investment effort can
also boost productivity in the long run by expanding the public capital stock. The
rate of return to infrastructure investment is large; according to a review of dozens of
studies on infrastructure, each $100 spent on infrastructure boosts privote-
sector output by $13 (median) and $17 {average) in the fong run.

Other research {Bivens and Blair 2016} has pointed out that the potential job-creation
benefits of infrastructure investment are more widespread and broader in impact than
commonly thought.* Bivens and Blair show that roughly two-thirds of the total jobs
supported by a given investment in infrastructure are outside construction.’ Some of these
jobs are supported in supplier Industries {steel and concrete, for example), while others
are “induced” jobs—jobs supported when workers employed directly and in supplier
industries spend their paychecks in other sectors.

These large potential benefits from infrastructure investment are why we at EFi have
called for years for this investment to be a federai priority,

Lessons for how to make infrastructure
investment effective

While a sustained increase in Infrastructure investment could bring potentially large
benefits to America’s working families, too many current plans being debated would
squander this potential. The evidence indicates clearly that strong federal leadership and
a strong federal commitment of resources are needed to make the nation’s infrastructure
healthy. It also matters how infrastructure investment is implemented. Below we review the
arguments and evidence that lead us to this conclusion.

Funding versus financing

Infrastructure spending involves two distinct aspects: funding and financing. Funding
refers to how infrastructure is paid for, which in practice will be through some combination
of user fees and taxes. A defining characteristic of infrastructure investment is large
upfront fixed costs, so that the bulk of money is needed at the outset, while funding
sources may materialize slowly and over time. Financing bridges this gap between upfront
spending needs and the ongoing stream of funding—structuring user fees and taxes in a
way that allows upfront costs to be paid over time. Proposals that rely on shifts in financing
wiif not address the challenge of finding a solution to long-term funding.®

World class infrastructure will require a strong federal role

If U.S. infrastructure s to be world class, a strong federal role will be necessary. Currently,

Economic Policy Institute



103

state and local governments take on the buik of infrastructure spending. According to the
Congressional Budget Office (CBO), state and local governments accounted for 77 percent
of total public spending on transportation and water infrastructure in 2014. They take on
their largest role in operations and maintenance, where they account for 88 percent of
such spending. However, they are also the majority partner in capital investment,
accounting for 62 percent.”

The current system is one in which the responsibility for funding infrastructure has been
largely left to the state and local governments. This is the system that has led us to where
we are today, which most agree is inadequate. Any plan that doubles down on this
approach and puts still more of the onus on state and local governments for finding
infrastructure funding will not address our long-term infrastructure needs. Devolving this
financial responsibility to the states does nothing to ensure that adequate funds will be
available, State and local governments continue to face their own financial challenges.
Some of this is purely political, with state governments refusing to adequately fund
infrastructure (as well as other pressing public priorities) simply for ideological reasons. But
states also face genuine economic and legal constraints that can make it harder for them
to borrow money at the scale needed to finance a world-class infrastructure, The federat
government’s financing constraints are far less binding.

Economic efficiency depends most strongly on the
funding mechanism, not on the level of government

Strict economic efficiency argues that infrastructure investment should be funded by those
who use it. This insight has occasionally been used to argue that the federal government
should only fund projects that benefit the nation as a whole, while projects that wholly
benefit a particular state or locality should be left to their respective governments.? Often,
this is the line of thinking used to argue for assigning further infrastructure funding
responsibilities to state and local governments.

But this reasoning for assigning federal, state, and local government roles is a bad
approximation of efficiency. It ignores funding mechanisms, which play the much more
important role in ensuring economic efficiency.

The gas tax provides a clear example for the role funding mechanisms can play in
ensuring economic efficiency, Historically, the gas tax has been used to fund surface
transportation infrastructure because of its ability to approximate road usage. However, as
the number of hybrid and electric vehicles increases, the gas tax’s usefulness as an
approximation of road usage declines. If a road is funded by just a gas tax, then electric
vehicle drivers can obtain all the benefits of road usage while incurring none of the costs.

User fees are a far better guarantor of economic efficiency than simply assigning certain
levels of government to different infrastructure project types. For example, the benefits of
a local road may largely be enjoyed by local residents, but there will be a leakage of
benefits to nonlocal residents and the correspondence between geography and efficiency
of infrastructure breaks down quickly.® For example, if a local income tax was used to fund
the local road this cost would only fall on local residents, but we would expect some

Economic Policy Institute



104

nonlocal households to receive benefits from the road without paying for them. For
example, if the road Is used to transport a consumer good from a local company to a
nonlocal consumer, then nonlocal consumers will have benefited from the road while not
paying for its usage. Because some beneficiaries are not bearing the cost, we would
expect these local roads would eventually be underprovided if their construction is reliant
only on local resources. Whereas a direct user fee would ensure that beneficiaries bear
the cost (through an increase in shipping costs). And no matter which level of government
has assignied the user fee, it remains the more efficient option.

in short, there is no compelling efficiency-based reason to think that the current practice of
having state and local governments take a dominant role in infrastructure management is
optimal. Once this argument is set aside, the affirmative case for a stronger federal role
becomes undeniable.

Externalities imply a strong role for federal government

The previous section discussed why efficiency does not dictate that state and local
governments should bear the funding and financing burden of mostly local projects. But
there is also an affirmative case for a strong federal role. This is because infrastructure is
usually part of a network—e.g., our nation’s roads, bridges, airports, waterways, and
broadband. These network characteristics create externalities—benefits or harms that fall
on third parties to an economic transaction. in order to maximize economic efficiency,
externalities must be taken into account.

Network effects, where the benefit of a good or service increases with the number of
users in the network, are one example. For examples, think of the nation’s telephones,
airports, and broadband. State and local governments will not internalize the benefit extra
investments confer on nonlocal others in the network by providing an additional node.
This failure to internalize these benefits means that if state and focal governments are left
alone to fund infrastructure with network effects, it will likely end up underprovided.

Spiliover effects provide another externality-driven reason why a strong federal role is
needed to ensure infrastructure is not underprovided. Infrastructure investments in one
city may provide benefits to those connected to it in a network, or may draw in economic
activity from connected cities, having negative effects on those cities. As before, state and
local governments will not internalize these effects, and this in turn implies that the federal
government may be in a better position to ensure efficiency. Economic evidence so far
suggests that spillover effects are substantial.”® This puts the federal government in the
optimal position to increase the efficiency of infrastructure investment by helping to
coordinate those investments that result in positive spillovers and discouraging those
projects with negative spillovers.

Mass transit provides one instance where a substantial federal investment could provide
spillover effects. Public transportation serves as a lifeline for many low-income urban
residents who do not have access to a car.! There is evidence that mass transit can
reduce traffic congestion, while highway capacity expansions provide only temporary
relief to congestion.? *® public transportation also has environmental benefits, from
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improved air quality to reduced greenhouse gas emissions. This means that mass transit
can mitigate environmental externalities and provide spillover effects that can sometimes
cross state lines. This puis the federal government in a position fo coordinate investments
to ensure positive spillovers, Finally, there is strong evidence that aggiomeration
economies increase the productivity of cities.' It is hard to imagine modern American
cities could exist without mass transit, and every indicator argues that mass transit will
have to be expanded for American cities to absorb those workers wanting to move to
them, Insufficient mass transit investments will strangle the ability of high-productivity
cities to grow, and mass transit investments in turn will suffer without strong federal
commitments.

Finally, infrastructure networks act as intermediate goods in the production process of
firms, Problems in electricity generation or transportation wiil not confine themselves to
those sectors, but will instead have knock-on effects that reduce output throughout other
sectors of the economy. Maintaining economic efficiency means ensuring consistent
quality throughout the system—a chain is only as strong as its weakest link. For example, if
one state doesn’t maintain its transportation infrastructure, truck drivers may have to avoid
those roads or else damage their vehicles, which will have productivity repercussions in
the sectors of the economy that rely on trucking. Again, ensuring consistent quality in
infrastructure across regions calls for a stronger federal role.

A strong federal role provides the best potential
protection for vital labor standards

For several decades now, wages for the vast majority of American workers have lagged far
behind overall economic growth and productivity. What we now know from years of
research at EP] is that this delinking of wage and productivity growth is not just some sad
accident, but is instead the product of a decades-long policy project aimed precisely at
wage suppression. This policy assault on wage growth was not one single piece of
legistation, Instead it was a concerted effort to reduce workers’ economic leverage and
abillity to bargain for higher wages along every policy margin. Macroeconomic policy kept
labor markets too slack for workers to credibly threaten to quit uniess their wages were
hiked; the federal minimum wage stagnated and shrank in the face of price inflation; labor
taw enforcement falled to keep the playing field level for workers trying to organize, while
employers undertook ever more aggressive tactics to thwart them; trade policy exposed
workers to fierce global competition while providing greater protections for corporate
profits; and regulatory and tax policies gave corporate managers greater incentive and
ability to claim a larger share of the income that their firms generated.

Since intentional wage suppression occurred along dozens of margins, a campaign to
raise Americans’ pay must also be fought along every margin possible, One key margin is
fabor protections that have traditionally covered workers engaged in infrastructure
investments. These protections help to ensure that contractors do not engage in a race to
the bottom on wages and benefits. They also help ensure that contractors receiving public
funds contribute resources to help train and expand the skilled construction workforce.
The most well-known and important infrastructure-related Iabor standard is, of course, the
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Davis-Bacon Act’s prevailing wage provision, which protects community wage and benefit
standards for alt construction workers on federally funded projects.

Public infrastructure investments that contain strong labor protections can be an arrow in
the quiver of attempts to reverse the era of wage stagnation for America's workers.
Infrastructure plans that are managed and financed by private actors are less likely to
contain strong labor protections, and hence represent an opportunity squandered when it
comes to using public investment to restore broadly shared prosperity.

Finally, a strong federal role also provides the best opportunity for making sure that best
practices in inclusive hiring are followed as contractors bid on projects. in the past,
communities of color were too often formally excluded from the employment generated by
public investment. Recent improvements in this regard must be bullt upon and extended.'®

Conclusion: The status quo must be fixed

We know that the current status quo, where state and local governments are required to
bear the brunt of infrastructure funding, is failing to meet our long-term infrastructure
needs. Fixing this state of affairs is the most obvious way to put U.S. infrastructure
investment back on track. Giver this, any plan that doesn’t put up significant new federal
commitment of resources should be viewed as a distraction from the real issue at hand.

This includes vague promises to leverage public-private partnerships (P3s). P3s provide an
alternative financing option for infrastructure, but do not provide any funding. Private
partners will not build infrastructure for free. They invest only in return for a future revenue
stream. This revenue must come from some combination of taxes or user fees, meaning
that P3s do nothing to address the funding guestion. And the naturai monopoly
characteristics of infrastructure mean that P3s come with their own set of problems and do
not avoid the need for an engaged public role.” Because P3s are no free lunch and
because state and local governments already bear a too-large burden for the nation’s
infrastructure investment, new plans must include substantial new sources of federal
funding.

Additional distractions from this central fact include plans that emphasize changes to the
environmental review process. These plans tend to claim benefits from rolling back
environmental regulations that are vastly overstated and rely on data on project
completion that is significantly out of date.”® For example, between 2012 and 2016, the
average time needed to complete Environmental impact Statements (EiS) under the
National Environmental Policy Act (NEPA) fell to 3.6 years. This fall in the review time was
driven by reforms included in the Safe, Accountable, Flexible, Efficient Transportation
Equity Act: A Legacy for Users (SAFETEA-LU) of 2005 as well as subsequent transportation
reauthorizations.” More importantly, only 4 percent of approved Federal Highway
Administration projects required completing an EIS at all.2®

The central problem facing the nation’s infrastructure is an insufficient commitment of
federal resources. Nothing else besides this strong federal commitment will fix our public
investment shortfall, and plans focusing on other issues are distractions. Fixing the
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Highway Trust Fund {HTF} is an important step that nevertheless just keeps the status quo
from getting worse. We need to aim much higher than this.
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Definition of Mechanismitncrease

§ inBilions

Assunied
2014 ¥ipid

Tolal Forecast

.
2015-2020

Motor Fuel Tax—Diesel 1504 | ¢lgal increase in current rate (approx. 10% increase in total rate} $6.54 $4108
Motor Fue! Tax—8as 10.0¢ | ¢igal increase in current rate (approx. 10% increase in total rate} $13.21 47842
Heavy Vehicle Use Tax 80% | Increase in current revenues, structure not defined $0.55 §3.42
Sales Tax—Trucks and Trailers 10% | Increase in current revenues, structure not defined $0.33 $aie
Tire Tax—Trucks 0 Increase in current revenues, structure not defined $0.04 $6.23
5 , Ihustrative Totat

P°‘%§‘;fg[z’§m:i{x?;;zund s Dafinition of Mechanismiincroase Sosines | Feodd
Incréase 2015-2020°

Container Tax Dollar per TEY $0.68 $4.25
Customs Revenues Increase i of current revenues, structure not defined $1.80 $11.86
Drivers License Surcharge Dollar annually $1.08 45.98
Freight Bifl—Truck Only Parcent of gross freight revenues (primary shipments ondy} $3.07 $18.95
Freight Bill—All Modes Percent of gross freight revenues {primary shipments only} $3.80 $24.60
Freight Charge—Ton {Truck Only} ¢/ton of domestic shipments $1.17 S7.54
Freight Charge—Ton {All Modes) iton of domestic shipments $1.44 $9.28
Freight Charge—Ton-Mile (Truck Only} ©.10¢ | ¢lon-mile of domestic shipments $1.41 $8.18
Freight Charge—Ton-Mile (All Modes} 0.10¢ | ¢fton-mile of domestic shipments $3.48 §22.52
Harbor Tax 2540% | Increase i of current revenues, structure not defined $0.43 $27%
imported Oil Tax 5250 | Dollarbarre} $5.76 $37.38
{ncome Tax—Business 10% | Increase i of current revenues, structure not defined $2.79 §15.08
Income Tax—Personal 0.5% | Increase infreallocation of current revenues, structure not defined $6.70 343,38
Motor Fuel Tax indexing to CPl—Diesel ~ | ¢gal excise tax - $5.32
Motor Fuel Tax Indexing to CPl—Gas ~ | glgal excise tax - $10.87
Oll, Gas, and Minerals Receipts increase in/reallocation of current revenuss, siructure not defined $2.20 $14.28
Registration Fee—Electric LDVs Dollar annually $0.01 $0.96
Registration Fee--Hybrid LDVs Dollar annually 30.17 $1.42
Registration Fee—Light Duty Vehicles Dollar annually $3.57 praRi]
Foe—Trucks Dollar annually $1.63 18,54

Registration Fee—All vehicles Dollar annually $4.88 $32.21
Sales Tax—Auto-related Parts & Services Percent of sales $2.32 $18.04
Sales Tax—Bicycles Percent of sales $0.08 $0.38
Sales Tax—Diesel Percent of sales {excl. excise taxes} $9.65 $62.50
Sales Tax—Gas Percent of sales (excl. excise taxes) $24.05 $18588
Sales Tax—New Light Duty Vehicles Percent of sales $2.41 $95.81
Sales Tax—New and Used Light Duty Vehicles 14% | Percent of sales $3.46 s22.480
Tire Tax—Bicycles $250 | Doflar per bicycle tire $0.08 5053
Tire Tax—Light Duty Vehicles 0% | Of sales of LDV tires $0.33 242
Transit Passenger Miles Traveled Fee 3.5¢ | ¢/passenger mile traveled on alt transit modes $0.84 8548
Vehicle Miles Traveled Fee—Light Duty Vehicles 18¢ | $1L.DV vehicle mile traveled on alt roads $27.12 5175.58
Vehicle Miles Traveled Fee-—Trucks 40¢ | ¢itruck vehicle mile traveled on alf roads $10.93 $7a73
Vehicle Miles Traveled Fee—Al! Vehicles ~ | givehicte mile traveled on all roads $38.05 $248.34

" Base annual yield escalated using CPI-U.
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Policy Optimality Considerations for Federal Revenue Options (§ in billions)

This Policy Optimality Considerations bubble chart is based on the evaluation criteria for varicus fedsral surface transpor-

tation revenue mechanisms reviewed by the National Surface Transportation Infrastructure Financing Commission. it is
split into two components: wimic sonsideratior amining equity, efficlency, and impact on the X axis and Implemesn-
tation and administration efficiency on the Y axis. Mechaniems considerad by the Commission to be more consistent with

potential policy goals are closer to the left on the X axis and bottom on the Y axis,

Existing federal Highway Trust Fund revenue mechanisms are colored in white and proposed revenue mechanisms are
in yeliow. The size of the marker for each mechanism correspands to the order of magnitude of the revenus generation
potential based on ihe llustrative rate or percentage increase assumed in the summary matrix.

For additional information including the Commission’s contextual explanation and detailed methodology used in this char,
please refer to Chapter 3 of the final Commission report available at hitpiffinancecommission.dot.gov.
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Surface Transportation Revenue Options: Hustrative Annual Estimated Yields (8 in billions) *

* Based on ihe Hlustrative rate or percentage orease assumed in the summary matsix,
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Brief Description of Existing and Potential Revenue Options

Brief Description of Existing and Potential Revenue Options

Contalner Tax—A national fee imposed on some or all containers moving through the United States. !f the charge is only
assessed on imports, it can be expected to raise approximately one-third less revenues. Revénues from such a fee would
be strictly dedicated to fund freight investment activities.
» Pros—Raises a decent level of funding relative to freight needs; moderate implementation, administration, and com-
pliance costs; strong sustainability
= Cons—Does little to promote efficient system use; potential international trade laws conflicts; could have regional
equity issues

Customs Revenues—Customs duties are imposed at varying rates on various imported goods passing through U.S.
international gateways and currently go to the General Fund of the U.S. Treasury. A number of interest groups, as well as
the Policy Commission, have suggested that given the role transportation infrastructure plays in facilitating the import of
goods, a pottion of current customs duties should be allocated to support transportation investment.

= Pros—Small percentage of current revenues provides significant revenues; highly sustainable

= Cons—Diverls or expands a mechanism that is currently used and viewed as an important U.S, General Fund reve-
nue source

Drivers License Surcharge—States charge a fee for issuing drivers’ licenses. In some cases, the fee simply recovers
the cost of administering the licensing programs. In many states, however, license fees also are used as a source of fund-
ing for transportation or other purposes.

s Pros—Significant revenue yield; well-established in each state with minimal additional inistrative cost

= Cons—Strong public and political opposition; different licensing practices in each state; infringes on states’ reliance
on this fee; poor social equity

Freight Bill—A freight waybill tax would serve as a sales tax on the shipping costs for freight. Such a tax could be mod-
eled on the aviation system tax, in which passenger and freight users who rely on the same infrastructure and carriers all
contribute to fund the system. The air-freight waybill tax currently provides 5 percent of contributions to the federal Airport
and Airway Trust Fund

= Pros—Large revenue yield potential; reasonably equitable
= Cons—Expensive to administer and enforce; more of an indirect user fee, as not directly related to system use

Freight Charge: Ton or Ton-Mile—Freight-related taxes could be imposed on a pure tonnage or ton-mile basis. A ton-
based tax would charge shippers a flat fee for every ton of freight moved. Variations of these taxes have been imposed by
a few states in the past, but there has not been an equivalent tax imposed at the federal level.
s Pros—Decent revenue yield potential; justifiable as a transportation user fee; potential positive impact on efficient
system use

» Cons—Strong trucker/rail opposition; impact of tax heaviest on low-value bulk items; significant implementation,
administration, and compliance issues; not a viable short-term option

Harbor Maintenance Tax—This is an existing revenue mechanism, similar to customs duties and fees, that supporis the
federal Harbor Maintenance Trust Fund through an ad valorem tax on the value of passenger tickets and declaring com-
mercial cargo loaded onto or unicaded from vessels using federally maintained harbors. The current tax is largely used
to pay for harbor dredging and thus, primarily benefits deep-draft ocean-going vessels carrying cargo on trans-oceanic
routes.

» Pros—l.argely sustainable; would not require major administrative effort or expansion of legal authority
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Brief Description of Existing and Potential Reveniue Options

= Cons—Portion levied on imporis could increase international trade laws conflicts; tax is not levied on U.S. exporters
that use much of the local highway system around ports

Heavy Vehicle Use Tax—An annual fee is currently imposed on all trucks 55,000 pounds Gross Vehicle Weight (GVW)
or greater. The tax rate is $100 plus $22 for each 1,000 pounds of GVW in excess of 55,000 pounds, up to a maximum
annual fee of $550 (thus, all trucks with GYW greater than 75,000 pounds pay the maximumy).

= Pros—Strong correlation between tax and user benefit/impact; easy and cost-effective to administer
= Cons—Does not raise a lot of revenue

Imported Ol Tax—A tax on imported oil charged as either a fixed amount per barrel of oil or as a percentage on the
value of imported oil.

» Pros—Small fee could raise significant revenue; can help to promote U.S. energy independence

» Cons—Broad nature of tax creates limited user pay/benefit relationship {e.g., home heating oil would be taxed for
transportation); raises geographical equity issues; could raise broader free trade issues

I Tax: B and/or P I—A national income tax for transportation could be created fairly easily and in-
expensively by dedicating a portion of the existing tax or by adding an across-the-board increase to current personal and/
or corporate income tax rates.
» Pros—Small percentage tax yields significant revenue; strong sustainabiiity; inflation-neutral; easy to administer and
enforce; relatively progressive
s Cons—Support for dedicating revenues to transportation needed though good transportation aids income growth;
strong political opposition; weak link to economic efficiency and equify; negative impacts on the federal budget

Motor Fuel Tax——Federal motor fuel tax rates are currently 18.4 cents per gallon for gasoline, gasohol and special fuels
(rates on special fuels vary, but average about 18.4 cents), and 24.4 cents per gallon for diesel. Federal motor fuels taxes
were last increased for transportation purposes by 5 cents per gallon in 1982, Additional revenues were added to the
Highway Trust Fund (HTF) by recapturing 2.5 cents per gallon in 1996 and another 4.3 cents per gallon in 1998 that were
previously allocated to the General Fund for deficit reduction purposes.

» Pros—Large revenue yield with small rate change; a tried-and-true user fee; ease of administration

= Cons—|.ong-term sustainability issues; strong public opposition; somewhat regressive

Motor Fuel Tax Indexing—Establishes an annual adjustment to motor fuel tax rates to sustain purchasing power based
on a gauge of inflation such as CPI-U (Consumer Price Index-Urban) or GDP {Gross Domestic Product) Price Index.
= Pros—Maintains purchasing power
= Cons—Likely unpopular during high inflation periods; perpetuates dependence on motor fuels as the primary HTF
funding source )

0Oil, Gas, and Minerals Receipts—The federal government receives various income comprised of royalties, rent, bonus
bids, and other payments from the extraction of oil, natural gas, and minerals from federal lands and offshore mining
activities. Aside from a portion designated for the states, the remaining amount of these revenues currently goes to the
federal General Fund which could be redirected for transportation purposes.
» Pros—Sustainable; can help to promote U.S. energy independence
s Cons—Diverts funds from U.S. General Fund; link to transportation is not as strong as user fees; revenues could be
volatile

Registration Fee—Light Duty Vehicies and/or Trucks—All states impose annual vehicle registration and related fees,
and at least half the states raise more than a quarter of their dedicated transportation revenues through this mechanism.
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Brief Description of Existing and Potential Revenue Options

The structure of registration fees varies widely, from a flat per vehicle fee to a schedule of rates based on factors such as
vehicle type, fuel source, weight, age, horsepower, and value.
s Pros—Smali federal fee; sustainable; well-established; little additional administrative cost; could charge for indirect
impacts such as carbon emissions
= Cons—No relation to system use; could be viewed as double taxation at the federal level due to the existing Heavy.
Vehicle Use Tax; infringes on states’ reliance on this fee

Sales Tax—Auto-related Parts & Services—Similar to the vehicle sales tax, a nationa! sales tax could be established
on all products and services related to vehicle use, including part and accessories, lubricants, and repairs.

= Pros—Small tax rate could yield relatively iarge revenues; strong sustainability; justifiable as a flexible, dedicated
source for transportation

» Cons—Significant administrative and compliance issues; social equity issues; little relationship with system use;
limited public acceptance; potential to disincentive repairs and create safety issues

Sales Tax—Bicycles—There is currently no national mechanism to raise funds specifically dedicated to improvements
1o bike and pedestrian facilities. One approach would be to apply a portion of the sales tax on bicycles to fund these
improvements.

* Pros--Strong sustainability; moderately strong relationship between tax user benefitfimpact

= Cons—Would not raise a lot of revenue; may require new administration and enforcement framewaork; limited flexibili-
ty on use of funds; could lack geographic equity if spending is concentrated

Sales Tax—Diesel andfor Gas—A national sales tax on motor fuels could be imposed as a percentage of motor fusl -
costs. A handful of states currently impose a motor fuels sales tax, most in the 4 to 6 percent range, as a supplement fo a
traditional cent per galion tax (note: not all states that impose a motor fuels sales tax dedicate all of the resulting revenues
to transportation). The revenue generation capabilities of a national motor fuels sales tax wouid be driven by several vari-
ables, including the price of fuel, the tax collection point {e.g., at the pump vs. points along the distribution network), the
basis for the tax (e.g., inclusion vs. exclusion of state and local taxes), and the imposition of tax cellings or floors.

= Pros—Small percentage tax raises significant revenues; sustainabie in the short term; provides flexible, dedicated
transportation funding

u Cons—Fuel price volatility could lead to unpredictable revenue levels; unsustainable in the long-term; politicalipublic
resistance can build during price spikes

Sales Tax—New and/or Used Light Duty Vehicles—Most likely levied as a percentage of the total sales price for either
all new or new/used vehicle purchases (similar to the existing sales tax on trucks and trailers).

» Pros—Small fee could raise significant revenue; highly sustainable, captures revenues from alternative fuel vehicle
users; could likely be implemented through either existing state tax mechanisms or imposed through vehicle manu-
facturers

» Cons—Could cannibalize a traditionally important stateflocal transportation and general fund revenue source; limited
user-benefit correlation

Sales Tax—Trucks and Trailers—A federal sales tax of 12 percent is imposed on the retail sales price for the first sale
of all tractors and trucks over 33,000 pounds in gross vehicle weight (GVW) and trailers over 26,000 pounds in GVW,
including parts and accessories associated with the sale.

= Pros—Strong sustainability that tracks with inflation; strong history that is easy to administer; reasonably acceptable
from a public/political perspective; tax at national level creates even playing field; recover heavy vehicles’ cost to the
system

» Cons—Revenue potential is limited; unstable and highly cyclical; no relationship with system use; disincentive to
purchase newer vehicles
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Brief Description of Existing and Potential Revenue Options

Tire Tax—Bicycles—There is currently no national mechanism to raise funds specifically dedicated to improvements to
bike and pedestrian facilities. One approach would be to institute a national sales tax on bicycle tires, whether they are on
new bicycles or purchased as replacement items.

» Pros—Strong sustainability; moderately strong relationship between tax user benefitimpact

» Cons—Would not raise a lot of revenue; may require new administration and enforcement framework; limited flexibili-
ty on use of funds; could lack geographic equity if spending is concentrated

Tire Tax—Light Duty Vehicles—A national tax on light-duty vehicle (LDV) tires for both tires on new vehicles and re-
placement tires. Would likely be implemented in conjunction with the current federal truck tire fax.

» Pros—Provides a counter LDV balance to the current truck tire tax; highly sustainable; strong user-benefit correlation
= Cons—Does not raise significant revenues; may discourage timely replacement of worn tires

Tire Tax—Trucks—A federal tax is imposed on the purchase of all tires with a maximum rated load over 3,500 pounds.
The tax is justified in part because it helps to recover some of the additional system damage costs caused by heavier
vehicles, The current tax rate is 9.45¢ for every 10 pounds of maximum capacity that exceeds 3,500 pounds.

» Pros—Strong correlation between tax and user benefitimpact; easy and cost-effective to administer
w Cons—Does not raise a lot of revenue

Transit Passenger Miles Traveled Fee—A national fee on each mile of travel on transit systems across all modes.
Wouild be levied in addition to current local transit fares,

s Pros—Strong correlation between fee and user benefit/impact; sustainable

» Cons—Strong public and political opposition; belief that transit costs should be set locally; federal fee would interfere
with local agencies balancing goals of maximizing revenues while accounting for affordability for low-income user

Vehicle Miles Traveled Fee—Drivers can be charged for the total number of miles traveled, regardiess of the road used
or the time of day. The fee can be charged in a number of ways. With the recent passage of a bill by the Oregon Legis-
lature, Oregon will be implementing the nation's first VMT fee. Oregon DOT will build a system that will allow up to 5,000
voluntary participants to choose from a number of methods of collecting data on miles driven and paying fees, including
means that do not require GPS systems to address privacy concerns. Germany has a system of charging trucks tolls for
miles traveled, exhaust emissions, and number of axles. The charges are calculated using on-board GPS equipment and
wireless communication devices. A related method is pay-as-you-drive insurance.

= Pros—Large revenue yield potential; highly sustainable; appropriate user fee; leads to more efficient use of system
» Cons—Public and political opposition is high, especially on privacy grounds; considerable costs and challenges (insti-

tutional, administrative, and cultural); not enough real-world experience with implementation; not a viable short-term
option
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March 7, 2018
Dear Committee Members:

On behalf of our organizations and the millions of Americans they represent in all 50 states, we thank you for
holding this important hearing today to discuss long-term funding options for federal infrastructure projects. We
stand with American taxpayers in urging this committee to focus on comprehensive reforms to modernize our
infrastructure, including: spending smarter on projects of true national priority, reforming outdated and costly
regulations, and protecting Americans from any new burdens in any forthcoming infrastructure package this year.

Infrastructure spending at the federal level has expanded in recent decades well beyond its proper scope. This
expansion has sent federal dollars away from our nation’s core roads and bridges and left federal infrastructure
accounts, like the Highway Trust Fund, seemingly underfunded. But, as with most government programs, what
may appear to be a funding problem is actually a spending problem.

Americans may be surprised to know that as much as 28 percent of funds from the Highway Trust Fund, which is
funded by the federal gas tax, is diverted to non-road projects like ferry boats, local transit, bike and pedestrian
paths and historic preservation. Still more taxpayer dollars are wasted on inflated costs due to outdated
regulatory burdens, a complex and sluggish permitting system, and overly restrictive labor requirements.

Rather than ending these diversions and ongoing wasteful spending, many in Washington are calling fora
substantial increase in the federal gas tax to pay for even more federal funding for infrastructure, with little
interest in ending the harmful practices that have led us to this point. A 25-cent per gallon increase in the gas tax
would be a huge burden on Americans—harming the least fortunate the most. Pennsylvanians, for example,
would pay more than $1 in taxes for every gallon of gas they buy under this proposal. Congress just gave every
American a much-needed and well-deserved tax cut. Clawing it back at the gas pump is both politically and
economically indefensible.

Instead of asking American taxpayers for any more out of their paycheck, lawmakers should prioritize key reforms
that will improve our nation’s infrastructure: preserve federal infrastructure dollars for targeted construction
projects of a national priority, unleash private investment in infrastructure assets, return power and responsibility
to the states wherever possible, overhaul the regulatory and permitting system to improve outcomes and
efficiency, and eliminate costly and unfair labor restrictions.

We look forward to working with this committee and your colleagues in Congress and the administration to
ensure that any federal infrastructure package put forth this year includes these significant reforms that will help
create and maintain a modern and innovative infrastructure system that is important for growing the economy
and improving the lives of all Americans,

Sincerely,
Nathan Nascimento
Vice President, Freedom Partners

Brent Gardner
Chief Government Affairs Officer, Americans for Prosperity
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