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Jack Schenendorf's practice concentrates on transportation and legislation with a
particular focus on legislative strategy, legislative procedure, and the federal budget
process. He was recently appointed by Speaker Hasiert to the National Surface
Transportation Policy and Revenue Study Commission, where he serves as Vice-
Chairman.

For nearly 25 years, Mr. Schenendorf served on the staff of the Committee on
Transportation and Infrastructure of the U.S. House of Representatives. He was Chief of
Staff from 1995 to 2001. In BNA's Daily Report for Executives, Mr, Schenendorf was
described "as one of the most powerful staffers on the Hill, fwho] has played a large role
in crafting every piece of major transportation legislation in the past decade.”

Prior to jeining the firm in 2001, Mr. Schenendorf served on the Bush/Cheney Transition
where he was Chief of the Transition Policy Team for the U.S. Department of
Transportation and was responsible for reviewing all transportation policies and issues
for the incoming Administration.

REPRESENTATIVE MATTERS

B Advised Associated General Contractors, American Association of State Highway

and Transportation Officials, and Association of Equipment Manufactures on

transportation legislation and transportation financing.

Advised United Airlines on aviation, pension, tax, and bankruptcy matters.

B Advised Qualcormm on telecommunications, patent, tax, and government
contracting matters.

B Advised Ports-to-Plains Trade Corridor Coalition on transportation authorization
and appropriations matters.

B Advised Union Pacific on transportation-related matters.

Advised Friends of the High Line on transportation authorization and
appropriations matters.

Advised the American Automobile Association on legislative strategy.

B Advised Massachusetts Transportation Authority on transportation-related
investigations.

B Advised Aloha Airlines on aviation-related matters.

B Advised Koch Industries on transportation-related financing issues.
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PREVIOUS EXPERIENCE

E Committee on Transportation and Infrastructure, U.S. House of Representatives,
Chief of Staff (1995-2001)

B Committee on Transportation and Infrastructure, U.S. House of Representatives,
Various Staff Positions {1976-1994)

National Commission on Water Quality, Counsel (1975-1976)

United States Navy, Nuclear Submarine Program, Officer (1967-1972)

HONORS AND RANKINGS

B Best Lawyers in America, 2007
B Appointed to National Surface Transportation Policy and Revenue Study
Commission, elected Vice-Chairman, 2006

PRO BONO

B Service on National Surface Transportation Revenue and Policy Study
Commission, which was established by SAFETEA-LU to study the future of
surface transportation programs and financing.

B Advised DC Appleseed on Anacostia River infrastructure projects.

Advised National Underground Railroad Freedom Center on transportation
financing matters.

MEMBERSHIPS AND AFFILIATIONS

B Congressional Quarterly’s Capitol Net, Instructor (advanced legislature
procedures; federal budgeting)
@ Sigma Chi, Lifetime Member

PUBLICATIONS AND SPEECHES

B Testimony before Congress on water infrastructure financing
B Numerous transportation-related speeches

http://www.cov.com/biographies/Detail.aspx‘?attorney=c3e7f5ea—5d3a-4a86-af65-22abe4c74c8f&morematt... 4/24/2008



COVINGTON & BURLING LLp

1201 PENNSYLVANIA AVENUE NW  WASHINGTON

WASHINGTON, DC 20004-2401 NEW YORK

TEL 202.6862.6000 SAN FRAMCISCO
FAX 202.862.8281 LONDON
WWW.COV,.COM BRUSSELS

Testimony of Jack Schenendorf
Vice Chair, National Surface Transportation Policy and Revenue Study Commission
Before The Transportation Committee of the
Pennsylvania House of Representatives
Monday, April 28, 2008

I am Jack Schenendorf. Iam Of Counsel with Covington & Burling LLP in Washington,
D.C. Prior to joining Covington, I served on the Republican staff of the House
Transportation and Infrastructure Committee for 25 years. [ also served on the
Bush/Cheney Transition where I was Chief of the Transition Policy Team for the U.S.
Department of Transportation and was responsible for reviewing all transportation
policies and issues for the incoming Administration.

In 2006, Speaker Hastert appointed me to the National Surface Transportation Policy and
Revenue Commission. 1 was subsequently elected Vice Chair by my fellow
Commissioners. It is in that capacity that I am testifying before you today.

In the Safe, Accountable, Flexible, Efficient Transportation Equity Act: A Legacy For
Users (SAFETEA-LU), Congress established the National Surface Transportation Policy
and Revenue Study Commission to undertake a thorough review of the Nation’s
transportation assets, policies, programs, and revenue mechanisms, and to prepare a
conceptual plan that would harmonize these elements and outline a coherent, long-term
transportation vision that would serve the needs of the Nation and its citizens.

This Commission has worked diligently to fulfill this charge, meeting and holding public
hearings across the country during the intensive 20-month study period. On behalf of all
of the Commissioners, I would like to thank our Chair, Secretary Mary Peters, who did an
outstanding job in guiding us through this effort. She presided over the Commission with
graciousness, wisdom, and a great deal of patience. And I would be remiss if I did not
also thank all of the Department of Transportation staff assigned to the Commission—
especially Chris Bonanti, Lydia Conrad, Ross Crichton, Eric Gabler, James March, David
Marks, Mary Mochring, and Darren Timothy. Their professionalism, expertise and
dedication were instrumental in our success. And a special thanks goes to our Executive
Director, Susan Binder, for her hard work and for the sound guidance and advice she
provided during our effort. We would not be here today were it not for her and her team.

Qur findings and recommendations—calling for bold changes in policies, programs and
institutions—are contained in our report, Transportation for Tomorrow. Our
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recommendations are the product of a bipartisan consensus of a diverse group of
Commissioners—5 appointed by Republican officcholders and 4 appointed by
Democratic officeholders; from both ends of the political spectrum and everywhere in
between; from all regions of the country; a CEOQ of a company that relies on
transportation services; a CEO of a trucking company; a CEO of a rail company; a state
transportation official; and a local transportation official. But despite our different
perspectives, we were able to coalesce around the findings and recommendations in the
Commission’s report.

My testimony today will focus on our vision and our four key recommendations.

Background
But first a few key findings:

» Conditions on America’s surface transportation systems — our roads, bridges and
highways, our passenger and freight rail facilities, our public transit networks —
are deteriorating. The physical infrastructure itself is showing the signs of age. In
almost all cases, the operational efficiency of our key transportation assets is

slipping.

e In figures compiled by the Texas Transportation Institute, congestion cost the
American economy an estimated $78 billion in 2005, measured in terms of wasted
fuel and workers’ lost hours. Congestion causes the average peak-period traveler
to spend an extra 38 hours of travel time and consume an additional 26 gallons of
fuel.

e Over the next 50 years, the population of the United States will grow by some 120
million people, greatly intensifying the demand for transportation services by
private individuals and by businesses. Most of that growth will occur in
metropolitan areas. Congestion will increase and spread beyond the traditional
morning and evening rush hours to affect ever-lengthening periods of each day.

o If, as expected, the world economy grows and becomes more globally integrated
during the next half-century, the U.S. will experience higher trade volumes and
greater pressures on its international gateways and domestic freight distribution
network. Economic forecasts indicate that freight volumes will be 70 percent
higher in 2020 than they were in 1998. Without improvemenis to key goods-
movement networks, freight transportation will become increasingly inefficient
and unreliable, hampering the ability of American businesses to compete in the
global marketplace.

o Travel on the nation’s surface transportation system is far too dangerous. In
2006, over 42,000 people lost their lives on American highways, and almost 2.6
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million were injured.

e Overly onerous and procedure-bound environmental review processes can often
serve to delay the speedy and cost-conscious delivery of important transportation
improvements. Major highway projects take about 13 years from project initiation
to completion, according to the Federal Highway Administration, and Federal
Transit Administration figures indicate that the average project-development
period for New Starts projects is in excess of 10 years.

QOur Vision

Just as it helps to know your destination before starting off on a trip, our Commission
believed at the outset that it is important to have in mind a vision of what the national
surface transportation system might look like — or at Ieast how we’d like it to function
— in the middle of the 21st century.

We decided to aim high. We agreed among ourselves that our fundamental motivation
should be to help the United States to “create and sustain the pre-eminent surface
transportation in the world.” That pledge has in the end allowed us to reach agreement
on a surprisingly wide range of sweeping policy proposals.

Four Key Recommendations

The Commission respectfully makes the following key recommendations:

First, to keep America competitive, we are recommending a significant increase in
investment in our national surface transportation system.

Any effort to address the future transportation needs of the United States must come to
grips with the sobering financial reality of such an undertaking. We estimate that the
U.S. needs to invest at least $225 billion annually for the next 50 years to upgrade our
existing transportation network to a good state of repair and to build the more advanced
facilities we will require to remain competitive. We are spending less than 40 percent of
this amount today.

The existence of an enormous investment gap is indisputable. It has been documented by
study after study, including most recently the Urban Land Institute’s Infrastructure 2007
Report, DOT’s own Conditions and Needs Report, and various state studies. It has been
documented by our Commission’s analyses. It has been documented by the many
witnesses we heard from in our hearings. And it is being documented every day by the
American people as they sit in congestion on crumbling roads or ride on crowded and
aging buses and trains.
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The implications of this underinvestment, which has been going on for decades, are
ominous. We saw with Katrina what happens when there is a pattern of underinvestment
in infrastructure. Unless we close this investment gap soon, our surface transportation
systems will face the same fate as New Orleans’ levees. We must not let this happen.

To close this investment gap, we will need increased public funding. We will also need
increased private investment. More tolling will need to be implemented and new and
innovative ways of funding our future system will need to be employed. And we will
need to price for the use of our system, which will help reduce investment needs.

Second, we are recommending that the federal government be a full partner—with

states, local governments and the private sector—in addressing this looming
transportation crisis.

The problem is simply too big for the states and local governments to handle by
themselves, even with the help of the private sector. We believe that the federal
government must continue to be part of the solution, both in terms of providing
leadership and in terms of providing a fair share of the resources.

And it’s not just that the problem is big. The federal government has a strong interest in
our national transportation system. The system is of vital importance to our economy,
our national defense and our emergency preparedness. Our transportation network is
critical to the interstate and regional movement of people and goods, economic growth,

global competitiveness, environmental sustainability, safety and our overall quality of
life.

Third, we are recommending fundamental and wide-ranging reform of the federal
transportation program. We are recommending that the program be transformed
into one that is performance-driven, outcome-based, generally mode-neutral, and
refocused to pursue objectives of genuine national interest.

In addition to putting more money into the system, the federal transportation program
must be reformed. We do not believe that the federal program should be reauthorized in
its current form. Instead, we are calling for A NEW BEGINNING.

No more restrictive categories. No more planning silos. Generally no more modal silos.
And no more earmarks.

There are three key elements to this recommendation.

Element One: We believe that a mission or sense of purpose must be restored to the
federal program. Since completion of the Interstate System, the program has had no clear
mission. It is now essentially a block grant model, with little or no accountability for
specific outcomes. We believe that this must change.
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We are recommending that the program be transformed into one that is performance-
driven, outcome-based, free of earmarking, generally mode-neutral, and refocused to
pursue objectives of genuine national interest. More specifically, we are recommending
that the 108 existing surface transportation programs in SAFETEA-LU and related laws
should be replaced with the following new federal programs:

® A program designed to bring our existing highways, bridges and transit systems
into a state-of-good-repair;

* A freight program designed to enhance U.S. global competitiveness;

* A program designed to reduce congestion in our largest metropolitan areas
(population greater than one million) (e.g., reduction of 20 percent by 2025);

* A program designed to improve access and mobility in smaller cities and rural
areas;

* A program designed to improve safety by cutting fatalities (e.g., by 50 percent by
2025);

¢ A program designed to provide high speed passenger rail service in the nation’s
high-growth corridors (300-500 miles);

¢ A program designed for environmental stewardship;

* An energy security program designed to hasten the development of replacement
fuels;

e A federal lands program; and
e A coherent national research and development program.

These programs would give rise to a national surface transportation strategic plan that
would guide federal investment.

US DOT, state and regional officials, and other stakeholders would establish performance
standards in the federal program areas outlined above and develop detailed plans to
achieve those standards. Detailed cost estimates would also be developed. These plans
would then be assembled into a national surface transportation strategic plan.

Federal investment would be directed by the national surface transportation strategic
plan. Only projects called for in the plans would be eligible for federal funding. And all
levels of government would be accountable to the public for achieving the results
promised.
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The Commission acknowledges that this element of the recommendation represents a
major departure from current law. Developing performance standards and integrating
them into a performance-driven regimen will be challenging but we believe the rewards
will be worth the effort. In addition to making better use of public monies to accomplish
critical mational objectives, the Commission’s recommended approach of performance
standards and economic justification would do much to restore public confidence in the
transportation decision-making process. In such an environment, we believe Congress
and the public would be more amenable to funding the nation’s transportation investment
needs.

Element Two: The project delivery process must be reformed by retaining all current
environmental safeguards, but significantly shortening the time it takes to complete
reviews and obtain permits. Projects must be designed, approved and built as quickly as
possible if we are to meet the transportation challenges of the 21st Century. This will
save both time and money.

Element Three: We are recommending that Congress establish an independent National
Surface Transportation Commission (NASTRAC), modeled after aspects of the Postal
Regulatory Commission, the Base Closure and Realignment Commission, and state
public utility commissions. The new federal commission would perform two principal
planning and financial functions:

e The NASTRAC would oversee various aspects of the development of the
performance-based performance standards in the federal program areas outlined
above and the detailed plans to achieve those standards, and it would approve the
national transportation strategic plan.

e Once the national strategic plan has been approved, the NASTRAC would
establish a federal share to finance the plan and recommend an increase in the
federal fuel tax to fund that share, subject to congressional veto.

And fourth, to close the investment gap, we are recommending a wide range of
revenue enhancements.

Unfortunately, there is no free lunch when it comes to infrastructure investment. Policy
changes, though necessary, will not be enough on their own to produce the transportation
system the nation needs in the 21st century. Significant new funding also will be needed.

We are recommending significant changes in the way the program is financed. In the
long-term, we envision transitioning from motor fuel taxes to a VMT tax; we include in
our recommendations a number of provisions to hasten that transition. And in the
interim, we would no longer rely almost exclusively on motor fuel taxes; instead, we
would rely on a broad range of user-related fees and charges.
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Here are our major revenue recommendations:

General Revenue Recommendations: We are making the following general revenue
recommendations:

o Itis imperative that all levels of government and the private sector contribute their
appropriate shares if the United States is to have the pre-eminent surface
transportation system in the world.

¢ We strongly support the principle of user financing that has been at the core of the
nation’s transpertation funding system for half a century.

» We are recommending continuation of the budgetary protections for the Highway
Trust Fund, so that user fees benefit the people and industries that pay them.

Immediate Revenue Recommendations: We recommend that legislation be passed in
2008 to keep the Highway Account of the Highway Trust Fund solvent and prevent
highway investment from falling below the levels guaranteed in SAFETEA-LU.

Mid-Term Revenue Recommendations: We are making the following specific
recommendations with respect to transportation funding in the period between 2010 and
2025:

e The annual investment requirement to improve the condition and performance of
all modes of surface transportation — highway, bridge, public transit, freight rail
and intercity passenger rail — ranges between $225-340 billion. The range
depends upon the extent of peak- hour pricing implemented on congested urban
highways in lieu of physical capacity expansion. To address this investment target
by providing the traditional federal share of 40 percent of total transportation
capital funding, the federal fuel tax needs to be raised by 25-40 cents per gallon.
This increase should be phased in over a period of 5 years (5 to 8 cents per gallon
per year). This rate increase should be indexed to the construction cost index.

» We are also recommending other federal user-based fees to help address the
funding shortfall, such as a freight fee for goods movement projects, dedication of
a portion of existing customs duties, and ticket taxes for passenger rail
improvements. Tax and regulatory policy also can play an incentivizing role in
expanding freight and intermodal networks.

» In addition, we are recommending that Congress remove certain barriers to tolling
and congestion pricing, under conditions that protect the public interest. This will
give states and local governments that wish to make greater use of tolling and
pricing the flexibility to do so. More specifically, we are recommending that
Congress modify the current federal prohibition against tolling on the Interstate
System to allow:
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o tolling to fund new capacity on the Interstate System, as well as the
flexibility to price the new capacity to manage its performance; and

o congestion pricing on the Interstate System (both new and existing
capacity) in metropolitan areas with populations greater than 1 million.

e We are recommending that Congress encourage the use of public-private
partnerships, including concessions, for highways and other surface transportation
modes. Public-private partnerships can serve as a means of attracting additional
private investment to the surface transportation system, provided that conditions
are included to protect the public interest and the movement of interstate
commerce.

¢ State and local governments have many different types of revenues to draw upon
for their share of new investment. The Commission expects that state and local
governments will have to raise motor fuel, motor vehicle, and other related user
fees. In addition, many may take advantage of the expanded opportunities in
tolling, congestion pricing and public-private partnerships that our
recommendations propose.

Long-Term Revenue Recommendations: We are making the following specific
recommendations for transportation funding in the post-2025 era:

e The motor fuel tax continues to be a viable revenue source for surface
transportation at least through 2025. Thereafter, the most promising alternative
revenue measure appears to be a vehicle miles traveled (VMT) fee, provided that
substantial privacy and collection cost issues can be addressed. The next surface
transportation authorization act should require a major national study to develop
the specific mechanisms and strategies for transitioning to the VMT fee or another
alternative to the motor fuel tax to fund surface transportation programs.

A Failure To Act Would Be Devastating

The surface transportation system of the United States is at a crossroads. The future of
our nation’s well being, vitality and global economic leadership is at stake. We must take
significant, decisive action now to create and sustain the pre-eminent surface
transportation system in the world.

But some will question whether it is realistic to think that Congress will raise the gas tax
by 25 to 40 cents per gallon over 5 years, given the current anti-tax increase sentiment in
some quarters. The Commission’s recommendation is based on our best judgment on
what needs to be done to address our investment shortfall, without factoring in the
political feasibility.

Page 8 of 10



CovINGTON & BURLING Ltr

But it doesn’t seem unreasonable to think that the public would be willing to support an
increase of this magnitude to finance a reformed program that has a clear mission and is
focused on projects in the national interest. In year five, the cost to the average motorist
would be 41 cents to 66 cents per day—less than the price of a candy bar or about 1/5 the
cost of a cafe latte. This seems like a bargain when you consider that he or she will get
for it: substantially reduced fatalities, highway and transit systems in a state of good
repair, reduced congestion, a transportation system that can support a strong economy
and job growth, and access for all Americans to all parts of our nation. Moreover, forty-
one or sixty-six cents a day also seems quite reasonable when you compare it to the
projected $5 to 6 dollar average per trip cost of using a 14-mile stretch of the Capital
Beltway during rush hour—a project which some have called a “national model.”

But even more compelling is that a failure to act—that is, a failure to raise sufficient
revenue to close the investment gap—would be devastating.

The United States would be unable to compete effectively in the global marketplace. Our
status as an economic superpower would be jeopardized. Jobs would be lost. And as
U.S. businesses are squeezed by foreign competitors, those jobs that remain would likely
be lower paying.

Moreover, our quality of life would suffer substantially. We would have fewer travel
options. We would spend more time in congestion. We would have to leave our families
earlier in the morning and arrive home later at night. Going to and from the doctor would
be more difficult as congestion extends to more and more roads and for longer and longer
periods of time. Other errands and trips to school would be similarly affected. And as
gridlock became common even in rural areas, vacations would become a nightmare. And
the cost of maintaining our vehicles would increase as they are damaged by our
crumbling infrastructure.

Eventually we would reach the point of catastrophic failures. Road closures. Bridge
collapses. Long detours. Tragedies like the I-35 Bridge collapse in Minnesota would
become all too common.

Fatalities and injuries would continue increasing and could reach alarming rates.

We cannot let this happen. We must find the political leadership and the political will to

make the necessary reforms and the necessary investment. Raising revenues will not be
easy. But we must do it, and we must do it soon.

Page 9 of 10



COVINGTON & BURLING LLP

A Call To Action

President Dwight D. Eisenhower had the foresight to understand how a system of
interstate highways would transform the nation. If there was ever a time to take a
similarly daring look at a broadened surface transportation network, it is now. The nation
faces challenges similar to those of the Eisenhower era. However, the imperative for
change due to the global economy is even stronger.

The good news is that we can do it. We believe that our recommendations, if enacted as
a package, will give the American people the transportation system they need and
deserve. We cannot just reform our way out of the transportation crisis; nor can we get
the job done by sending lots more money coursing through a broken project delivery
system. We need both reform AND increased investment

We cannot sit back and wait for the next generation to address these ever-increasing
needs. Tt will be too late. The crisis is now and we have a responsibility and obligation
to create a safer, more secure, and ever more productive system. We need to create and
sustain the pre-eminent surface transportation system in the world. Now.
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Report of the -

National Surface Transportation
Policy and Revenue Study Commission

Transportation for Tomorrow <

January 2008 | Executive Summary

Preamble

A modern, smooth-functioning national surface
transportation system is essential for economic
success in a global economy and is also a key de-
terminant of the quality of life enjoyed by citizens
throughout America. Yet for too long — since
substantial completion of the Interstate High-
way Systern in the late 1980s — this country has
lacked a clear, comprehensive, well-articulated and
widely understood strategic vision to guide trans-
portation policymaking at the national level.

In its last major transportation bill, Congress ad-
dressed the need for such a guiding vision directly.
Noting that “it is in the National interest to
preserve and enhance the surface transportation
system to meet the needs of the United Stares in
the 21st century,” Congress established the Na-
tional Surface

It should be the goal of this nation to Transporta-

create and sustain the pre-eminent surface tion Policy
transportation system in the world. and Revenue
Study Com-

mission to undertake a thorough review of the
nation’s transportation assets, policies, programs
and revenue mechanisms, and to a prepare a con-
ceptual plan that would harmonize these elements
and outline a coherent, long-term transportation
vision that would serve the needs of the nation
and its citizens.

This Commission has worked diligently to fulfill
this charge, meeting and holding public hearings
across the country during an intensive 20-month
study period. Our findings and recommendations
— calling for bold changes in policies, programs
and institutions — are contained in our report,
Transportation for Tomortow. Here we offer an
executive summary of key aspects of the report.
The full report can be found on the Commission’s
website at www.transportationfortomorrow.org.

Create and sustain the pre-emineni surface transportation system in the world.
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A New Vision

Just as it helps to know your destination before
starting off on a trip, our Commission believed at
the outset that it is important to have in mind a
vision of whar the national surface transportation
system might look like — or at least how wed like
it to function — in the middle of the 21st century.
But before we even began to sketch this futuristic
picture of the system, we agreed among ourselves
that our fundamental motivation should be to
help the United States to create and sustain the
pre-eminent surface transportation in the world,
We decided to aim high, in other words, and that
pledge has sustained us through many long and
sometimes contentious meetings — and has in the
end allowed us to reach agreement on a surprising-
ly wide range of often sweeping policy proposals.

Our report, Transportation for Tomorrow, at-
tempts to chart a course with this lofty goal as

a destination. It is an action plan aimed at an
ultimate achievement — to be the best — and we
offer it with full faith that this goal can be reached
and the vision realized.

In our view, the United States could lay claim to
best-in-class status in surface transportation when
all of the following statements hold true:

B Facilities are well maintained

B Mobility within and between metropolitan
areas is reliable

B Transportation systems are appropriately
priced

B Trafhic volumes are balanced among roads,
tails and public transit

W Freight movement is an economic priority
B Safety is assured

B ‘Transportation and resource impacts are inte-
gratcd




B Travel options are plentiful
B Rational regulatory policies prevail

Speaking more broadly, we envision a surface
transportation system where funding and function
are inextricably linked. When making invest-
ments — and we do believe that substantial new
transportation investments will be required — we
must demand results, the kind of results that can
be estimated in rigorous benefit-cost analyses and
tracked by means of performance-based outcomes.
We envision a system where needed transporta-
tion improvements can be designed, approved

and completed quickly, and without unnecessary
delays. We see a system that is fully integrated by
mode (rail, road and highway}, and which pro-
vides mobility to all users (urban commuter, rural
resident, freight hauler). The transportation system
we seek is environmentally sensitive, energy-efh-
cient and technologically up-to-the-minute. And,
above all, we envision a transportation system that
fosters economic development and spurs output

The collapse of Minnesota's |ntersiate

3AsW bridge on August 1, 2007, illustrated
the fragite nature of the Nation's surface
transportation system. “The country's new
and long overdue look at underinvestment
in bridges, roads and transit should dlustrate
that governmeni can't buile and maintain
infrastructure overnight.” noted Minneapotis
Mayor A.T. Rybak. "It takes lang term,
consistent investment, even when there isn't
a constituency lobbying for more money.”

Executive Summary

and productivity growth at levels never seen before
in history.

In other words, and as we said initially, we think
it should be the goal of this nation to create and
sustain the pre-eminent surface transportation
system in the world.

Today’s Problems

Conditions on America’s surface transportation
systems — our roads, bridges and highways, our
passenger and freight rail facilities, our public tran-
sit networks — are deteriorating. In some cases,
the physical infrastructure itself is showing the
signs of age. In almost all cases, the operational ef-
ficiency of our key transportation assets is slipping,
and we have no agreed upon methods or solutions
to restore them to an optimal level of utilicy.

Highway congestion, especially in our larger met-
ropolitan regions, exacts a heavy toll on commut-
ers and their families, and on the businesses that
rely on highways to get their products to market.
In figures compiled by the Texas Transportation
Institute, congestion cost the American economy
an estimated $78 billion in 2005, measured in
terms of wasted fuel and workers’ lost hours. Con-
gestion causes the average peak-period traveler to
spend an extra 38 hours of travel time and con-
sume an additional 26 gallons of fuel. Yet, we do
not yet have a clear, nationally sanctioned strategy
for breaking gridlock’s chokehold on our economy
and quality of life. Contributing to the scale of the
problem is a deeply entrenched over-reliance on
the personal automobile for travel in urban corri-
dors. Strategies to shift more trips to public transit
will play a large role in any forward-thinking
efforts to reduce congestion. Similarly, intercicy
passenger rail offers opportunities to reduce the
reliance on the auto for longer-haul trips. In many
places, we also will need new highway capacicy as
well.

Travel on the nation’s surface transportation
system is far too dangerous. Highway travel, in
particular, must improve its safety record. In 2006,
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over 42,000 people lost their lives on American
highways, and almost 2.6 million were injured.
Highway travel accounts for 94 percent of the
fatalities and 99 percent of the injuries chat occur
on all surface transportation facilities. Although fa-
tality and injury rates have fallen on a total-miles-
driven base, these numbers are still unacceptably

high.

Energy security has become a critical trans-
portation issue. The nation’s mobility is largely
dependent on gasoline and diesel fuel, and the
transportation sector as a whole accounts for two-
thirds of U.S. petroleum use (see Exhibir 1). The
steeply rising cost and unreliable supply of oil puts
great strains on American households and busi-
nesses, and the greenhouse gases emitted when oil
products are burned are now recognized as a chief
contributor to global warming. Transportation
policy must work in tandem with energy policy ro
reduce reliance on petroleum fuels and promote
research on alternatives,

Because the nation lacks a clearly articulated trans-
portation vision to guide investments — and an
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objective, performance-based method of assessing
individual projects — investment decisions are
often made for political rather than good planning
reasons. Congressional earmarking of transporta-
tion improvements increased from 10 projects

in 1982 to more than 6,300 projects in the Safe,
Accountable, Flexible, Efficient Transportation
Equity Act: A Legacy for Users (SAFETEA-LU,
for short), passed in 2005, Similarly private sector
transactions that affect the nation’s publicly owned
transportation network must be accomplished in a
transparent manner, so that the public is confident
their interests are protected.

Future Challenges

Over the next 50 years, the population of the
United States will grow by some 120 million
people, greatly intensifying the demand for
transportation services by private individuals and
by businesses. Most of that growth will occur in
metropolitan areas (see Exhibit 2). Because it is
unlikely that the transportation supply side can
keep up with all of this growth, congestion will in-



Exhibit 2: Emerging megaregions in the U.S.
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Economic activity in the U.S. is becoming increasingly concentrated in closely finked groups of

metropolitan areas, referred to as "megaregions.”

Source: Regional Plan Association

crease and spread beyond the traditional morning

and evening rush hours to affect ever-lengthening
periods of each day.

If, as expected, the world economy grows and
becomes more globally integrated during the next
half-century, the U.S. will experience higher trade
volumes and greater pressures on its international
gateways and domestic freight distribution net-
work. Economic forecasts indicate that freight vol-
umes will be 70 percent higher in 2020 than they
were in 1998 (see Exhibit 3). Without improve-
ments to key goods-movement networks, freight
transportation will become increasingly inefficient
and unreliable, hampering the ability of American
businesses to compete in the global marketplace.

Any effort to address the future transportation
needs of the United States must come to grips
with the sobering financial reality of such an un-
detrtaking, Estimates indicate that the U.S. needs
to invest at least $225 billion annually for the
next 50 years to upgrade our existing transporta-
tion network to a good state of tepair and to build
the more advanced facilities we will require to
remain competitive. We are spending less than 40
percent of this amount today, and the current fuel-

Executive Surmmary

tax-based revenue mechanisms probably cannor be
relied upon alone to raise the needed sums.

The impact of transportation projects on the envi-
ronment will propetly be given increased attention
in the future. Plans and projects to improve trans-
portation cannot be made at the expense of the na-
tions environment, and the costs associated with
protecting the environment must be considered,
and funding for mitigation committed, during the
planning and environmental scoping process. The
drive for cleaner fuels and greater energy securicy
also will be an increasingly important factor in the
development of future transportation plans and
programs at the national level.

At the same time, overly onerous and procedure-
bound environmental review processes can often
serve to delay the speedy and cost-conscious
delivery of important transportation improve-
ments. Major highway projects take about 13 years
from project initiation to completion, according to
the Federal Highway Administration, and Federal
Transit Administration figures indicate that the
average project-development period for New Starts
projects is in excess of 10 years. That is simply too
tong. Without diminishing environmental safe-



guards, it will be essential to reform and stream-
line certain environmental review requirernents
to ensure that the large sums that must be spent
to improve transportation are not made larger
still due to delay and the consequent inflation of
project costs.

Recommendations for
Reform

The surface transportation system of the United
States is at a crossroads. The future of our nation's
well-being, vitality, and global economic leader-
ship is at stake. We must take significant, decisive
action now to create and sustain the pre-eminent
surface transportation system in the world. Here
are some of the key elements of whar needs to
happen.

Increased Investmeni

To keep America competitive, we are recommend-
ing a significant increase in investment in our na-
tional surface transportation system. The projected

funding shortfalls — to maintain our existing
systems and expand capacity where necessary to
meet the challenges of the 21st century — are
enormous and ominous. To close this investment
gap, we will need increased public funding. We
will also need increased private investment. More
tolling will need to be implemented and new and
innovative ways of funding our future system will
need to be employed. And we will need to price
for the use of our system, which will help reduce
investment needs.

Federal Government A Full Partner

We are recommending that the federal govern-
ment be a full partner — with states, local gov-
ernments and the private sector — in addressing
the looming transportation crisis. The problem is
simply too big for the states and local governments
to handle by thermselves, even with the help of the
private sector. We believe that the federal govern-
ment must continue to be a major part of the
solution.

And it’s not just that the problem is big. The
federal government has a strong interest in our na-

Exhibit 3: Projected growth In container imports to the U.S. merchandise trade by export

region, 2000-2015
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This chart shows that containerized imports have grown dramatically in recent years, particularly
from China. The growing dominance of China in the containerized trade is expacted to continue

in the future.

Sources: Global Insight World Trade Service
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tional surface transportation system. This system is
of vital importance to our economy, our national
defense and our emergency preparedness. Our
transportation network is critical to the interstate
and regional movement of people and goods,
economic growth, global competitiveness, envi-
ronmental sustainability, safety, and our overall
quality of life.

A New Beginning

In addition to putting more money into the
system, we also must create a system where
investment is subject to benefit-cost analysis and
petformance-based outcomes. We need a system
that ensures each project is designed, approved
and completed quickly; one that provides a fully
integrated mobility system that is the best in the
world; one that emphasizes modal balance and
mobility options; one that dramatically reduces
fatalities and injuries; one that is environmentally
sensitive and safe; one that minimizes use of our
scarce energy resources; one that eases wasteful
traffic delays; one that supports just-in-time deliv-
ery; and one that allows economic development
and output more significant than ever seen before
in history.

In order to accomplish these objectives, we have
concluded that major changes will be necessary.

We believe that the federal surface transportation
program should not be reauthorized in its current
form. Instead, we should make a new beginning.
Here are the key elements of the new beginning
we recommend for the next authorization bill.

First, we are recommending that the federal
program should be performance-driven, outcome-
based, generally mode-neutral, and refocused to
pursue objectives of genuine national interest.
More specifically, we are recommending that the
108 existing surface transportation programs in
SAFETEA-LU should be replaced with the follow-
ing 10 new federal programs:

B Rebuilding America — state of good repair

B  Global Competitiveness — gateways and goods
movement

Executive Sumrnary

®  Metropolitan Mobility — regions greater than
1 million population

B Connecting America — connections to smaller
cities and towns

B Intercity Passenger Rail — new regional net-
works in high-growth corridors

Highway Safety — incentives to save lives

B Environmental Stewardship — both human
and natural environments

B Energy Security — development of alternative
transportation fuels

B Federal Lands — providing public access on
federal property

B Research & Development — a coherent na-
tional research program

US DOT, state and regional officials, and other
stakeholders would establish performance stan-
dards in the federal program areas outlined above
and develop detailed plans to achieve those stan-
dards. Detailed cost estimates would also be devel-
oped. These plans would then be assembled into a
national surface transpottation strategic plan.

Federal investment would be directed by the na-
tional surface transportation strategic plan. Only
projects called for in the plans would be eligible
for federal funding. And all levels of government
would be accountable to the public for achieving
the results promised.

'The Commission acknowledges that these recom-
mendations represent a major departure from
current law, The federal program has evolved into
what is now essentially a block grant model, with
little accountability for specific outcomes. Devel-
oping performance standards and integrating them
into a performance-driven regimen will be chal-
lenging but we believe the rewards will be worth
the effort. In addition to making better use of
public monies to accomplish critical national ob-
jectives, the Commission’s recommended approach
of performance standards and economic justifica-
tion would do much to restore public confidence
in the transportation decision-making process. In
such an environment, we believe Congress and the



public would be more amenable to funding the
nation’s transportation investment needs.

Second, we are recommending that Congress es-
tablish an independent National Surface Transpor-
tation Commission (NASTRAC), modeled after
aspects of the Postal Regulatory Commission, the
Base Closure and Realignment Commission, and
state public utility commissions. The new federal
commission would perform two principal plan-
ning and financial functions:

The NASTRAC would oversee various aspects of
the development of the performance-based per-
formance standards in the federal program areas
outlined above and the detailed plans to achieve
those standards, and it would approve the national
transportation strategic plan.

Once the national strategic plan has been ap-
proved, the NASTRAC would establish a federal
share to finance the plan and recommend an
increase in the federal fuel tax to fund that share,
subject to congressional veto.

‘Third, the project delivery process must be
reformed by retaining all curtent environmental
safeguards, but significantly shortening the time
it takes to complete reviews and obtain permits.
Projects must be designed, approved and built as
quickly as possible if we are to meet the transpor-
tation challenges of the 21st Century.

Paying the Bill —
“There Is No Free Lunch”

Policy changes, though necessary, will not be
enough on their own to produce the transporta-
tion system the nation needs in the 21st century.
Significant new funding also will be needed. We
list our major revenue recommendations below,

First, we are making the following general recom-
mendations:

B Itis imperative that all levels of government
and the private sector contribute their appro-
priate shares if the United States is to have the

Create and sustain the pre-eminent surface transportation system in the world.

pre-eminent surface transportation system in
the world.

B We strongly support the principle of user
financing that has been at the core of the na-
tion’s transportation funding system for half a
century.

® We are recommending continuation of the
budgetary protections for the Highway Trust
Fund, so that user fees benefit the people and
industties that pay them.

Second, we recommend that legislation be passed
in 2008 to keep the Highway Account of the
Highway Trust Fund solvent and prevent highway
investment from falling below the levels guaran-
teed in SAFETEA-LU (see Exhibit 4).

Third, we are making the following specific recom-
mendations with respect to transportation funding
in the period between 2010 and 2025:

®  Asnoted above in “Future Challenges,” the
annual investment requirement to improve
the condition and performance of all modes
of surface transportation — highway, bridge,
public transit, freight rail and intercity pas-
senger rail — ranges between $225-340 billion.
The range depends upon the extent of peak-

Exhibit 4: Projections of Highway and
Transit Account Balances Through 2012
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This exhibit shows projected balances in the
Highway and Transit Accounts of the Highway
Trust Fund through 2012 assuming no change in
revenues or program levels.

Source: U.S. Department of the Treasury projections.



hour pricing implemented on congested
urban highways in lieu of physical capacity
expansion. To address this investment rarget
by providing the traditional federal share of 40
percent of total transportation capital fund-
ing, the federal fuel tax needs to be raised by
25-40 cents per gallon. This increase should be
phased in over a period of 5 years (5 to 8 cents
per gallon per year). This rate increase should
be indexed to the construction cost index.

We are also recommending other federal user-
based fees to help address the funding short-
fall, such as a freight fee for goods movement
projects, dedication of a portion of existing
customs duties, and ticket taxes for passenger
rail improvements. Tax and regulatory policy
also can play an incentivizing role in expand-
ing freight and intermodal necworks.

In addition, we are recommending that
Congress remove certain barriers to tolling
and congestion pricing, under conditions
that protect the public interest. This will give
states and local governments that wish to
make greater use of tolling and pricing the
flexibility to do so. More specifically, we are
recommending that Congress modify the cur-
rent federal prohibition against tolling on the
Interstate System to allow:

O tolling to fund new capacity on the
Interstate System, as well as the flexibiliry
to price the new capacity to manage its
performance; and

[J congestion pricing on the Interstate
System (both new and existing capacity)
in metropolitan areas with populations
greater than 1 million.

We are recommending that Congress encour-
age the use of public-private partnerships,
including concessions, for highways and other
surface transportation modes. Public-private
partnerships can serve as a means of attracting
additional private investment to the surface
transportation system, provided that condi-
tions are included to protect the public inter-
est and the movement of interstate commerce.

m Executive Surmmary

B State and local governments have many differ-
ent types of revenues to draw upon for their
share of new investment. They likely will have
to raise motor fuel, motor vehicle, and other
related user fees. In addition, many may take
advantage of the expanded opportunities in
tolling, congestion pricing and public-private
partnerships that our recommendations pro-
pose.

Fourth, we are making the following specific rec-
ommendations for transportation funding in the
post-2025 era:

B  The motor fuel tax continues to be a viable
revenue soutce for surface transportation
at least through 2025. Thereafter, the most
promising alternative revenue measute appears
to be a vehicle miles traveled (VMT) fee,
provided that substantial privacy and collec-
tion cost issues can be addressed. The next sur-
face transportation authorization act should
require a major narional study to develop the
specific mechanisms and strategies for transi-
tioning to the VMT fee or another alternative
to the motor fuel tax to fund surface transpor-
tation programs.

“Let’s Get Moving”

We believe that a strong transportation system is
important enough to mount a large-scale effort for
change; indeed we believe it is vital to the eco-
nomic fucure of the nation and the well-being of
its citizens. Transportation for Tomorrow presents
a case for fundamental reform that we believe is
compelling — and that we hope is persuasive. We
invite you to join us as we take actions to turn our
recommendations into reality. It is time to deliver
to the people of this nation a simple but meaning-
ful message: “Let’s get moving.” Together, we can.

National Surface Transportation Palicy
and Revemniz Study Commizsion

www. transportationfortomorrow.org



= i e T B

_.....:m‘..»u.‘..m! " s T — ..x
el A e Lk e bbb AHO A MAN NOANOT siassnug ¢ ONITHENY ¥ NOLDNIAOD

uoIsSSIwwo Apnis

ADlj04 pue snusnay
uoneyodsuel| aoeuNg |[BUOHEN

MOJIOWO | 104 uoneuodsuel |




NOLONIAC T

WO NUBqUOOLEI D

N1-vY31LI4VS buiziioyinesy




ZOPOZQ,OU

sabusjjieyn ay |




NOLONIAD D)

SHY3IA oov
LX3IN AHOMAYOY

g

wa)sAg bulby




NCLON IATTY

BI0gM 40 ‘aflvag Jv248 suyg 51 Kapg,

L Er T
WO HUBGUOOLIBI G

uonsebuon Jo s|aAaT Jualing




NOLONIAC T

_guqifasefeu, s of palaya ‘sEae MEYedonIw
wrseasou] Bunuodeq 51§ 1 Ays wi fJagoe MG

5" ay3 w1 sueiBaseBaw: Buiewz -z Jqlex3

ymous) uoleindod 000°'000 0G 1




NOLISNIAQ D)

['suod Jaueiucs ssu 1o juswdojarap paune|d 943 404 Junozse J0u op pue *spod ssuemoo Bugsixs
te foedes payoadxa Jo Jusumo K paurensuod jou e £ay ] siead g1 snoald aug JBAD SpUBI jO
wonnaftud Jeau) B U0 pasey e sisesaso) ayl 3EY; toN] (8Tl yoeeg Buo pue sejEbuy soq

40 sUod IBFOD 183A% BUL e Apeinogaed fey e pue SPpEIIP KEU Aug RBAC SIUBLdIgE BUITILCSD U
sFspasau juesubie aas 01 paysadis sie suad "S'N 'BPURL JUAIIND UG PIER] 10UL BMOUS dBW SREE

Trysesifiy) seauy seal-o) OF Dsseg 2E seumly GRISE0SI0d

uEleies

ﬁ?

aT'e
WOLERUERD.
- agt.
gEo g
epuibay

-mn.m.. -
28g'c
L




NOLONIAG T

Jeak Jad uoljjiq 28$ Bunsanul Ajjuaiind ale Spp e

Jeak 1ad uol||iq GZZ$ 1Sed)| Je 1SOAUl O] Pa3U SAA -

yimoub 1ol Alioedeo mau apIAOIH —
walsAs buibe uno JoNisuodsy —

—spasu snowouy -

SIS JUSW]SaAULIBpUN




ZOFOZ_.}OU

|IENS) Sy SSaulsng




NOLDONIAC D)

WO juequoolied @




Z_U.»OZ_}OU

7 : “Aoedro 9p330xa tiex aiaum *(pas uf usays} 2 SO IR QOPINS UD = uoricaBuoo azanas 1sow auy
3 ) .. heanoadsa) fyrowdea Jano pue “Rtoudro jeanoerd 1o o (2Buzio w umoys) 3 801 e Burrsado atow pue fvedea (eaed meu 2w
Anandeo o Ayoedes Binseay aq of perpes 1k 5 pUR '3 BINIIS 10 AT iomdea fepun {monak w umous} g 507 1o Bugerde siopiuon Kysedes eanaesd moiaa e (UaRiB i umoys) O 1o
80 01 PHISMESUOD IR BID O PUE ‘G *Y 32/AIAG JO 813437 "SR IV} 210134 8IN530 unisuedes Ausedes ‘3 ¥ 507 16 Buessdo piopurca (e “epecuies 51 solew uo (agr) 201sa 10 orana) emoue dew syl
fruonippe ou eyl Bununeae suonase |12F [ENRAPU: Jo Anoedes magaio9u) SUI I SCOZ t Aup
alwaned-, 59 ue Uo ssumian wen WBR paissliond usamag diysuoger Ay gayguap! dow sy
§ = q'y

T GHABE S D0

a

UG 0 [0AY UMY

Apaedes LR WRLND 03 pRredwoD SAWNIOA LIBD SE0Z DAISSI0Id "S1-¢ NGINXT 0002 Uz RIoM3U eI IBRA "SR 3T UD ITINIEE 10 I3 '8-C UONG

¥O0|plS ieY 1ybiai




NOLONIATT

SUONEPUBSWIWOISY




7
S
O
=
)
s

A\ J
% ‘[rr'

MOSES CROSSES THE GRAND CENTRAL PARKWAY

CoVviNGTOoN




NOLISONIAD T

AD4Ad Vv 4N08
NiydS ANV S31WLs 43 HA
YL TANVIONE AN TONWEE A8
ancalng 38 ab Lol :

2l —
?ﬁ&s@é% &m@@@ @nF %mg@@ 3L

o5 AWIWE
ohLny  Liswew), Saivis drdnn  3aL wedd NDES SRINED

wWos yuequooe) & Wos JUEqUODIED B

ApuediiubiS JUsWiIsSaAU| 8sealdu|




NOLBNIAO D

L S21D1S 3G7 01 YIVg PITUINY uasq s,s9mod Kt jpv 1ng Kiiog,

oo juequoolie) &

Jauled ||n4 W JUSWUIBAO0L) |elapa




NOLONIAC T

Aianaq 109loid xi4

OVd1SVYN

swelbolid [esnau-Ajjepow ‘paseq-awodINo ‘USAP
-9ouewuopad gl yum swelboid Bunsixa aoejday

asodind JO 8SUSS/UOISIA 2101SaY

*%&n*_\/_monﬂ_mm%***




NOLBNIAC T

(s8nw 0QS5-00€)
S10PLICO asusp ul [1ed yabuassed ANoua1ul SSB|O-PlIOM SPIACI

SaI0 I8j|BWS pue seale |eint 10} AljIgow pue SS800k. 9pIAOId

ssauaniadwod
|euoiieuIajul snoidwll 0} 1ybisl) Jo MO|) YlooWws 10} apIAcId

G0z Ag
Jusolad oz Ag seale uejjodosiaw Jolew ul uolsabuoo aoNpay

G20z Ag jusolad g Aq salljele) onpay

‘Jledal-poob
-J0-9]B]S B OJul SWalsAs uolnelnodsues) aoeuns buinsixa Jno bulg

sweiboid paseg-aouewIopsd Aoy




NOLSNIAC T

soajueienc) buipun4 }08]0id

UOISISAI( ON

09)-NOA-SY-ABd

Buioueul{ 994 J19sSN

sa|dioulid buioueui




ZOHOZ_\/.UU

« BINTaL fo Simpiop paapuny 2y
SSBFAHE . ,, r i‘ . .._n.e - - N

994 Jas

9N

{1 M




NGLONIAC D)

| Jwaseou avmuoin |

SO NN vW A S i o
\m»ﬁ m,uh:mn :
.ra - -c.r.-.‘.r
A n-—%-.-.“a—\«lt -h.hl..l.rn.hl. ‘“hf wv.
s AEA )/
.-‘ L33 ....r..uu\-..o.. 0]

8 Keinre, VLN s o
_v- Il ...-u .r *

F H@}.ﬁ: m.

.m,.ﬂ ....s n.u...... ..._\\
e
14.;1..5.! e . Tt b DS I-.lll. 1
i l._.-v.,stwqé..s\ @.W: 4 == {. o

Ny — e ..w..ﬂm,m. ] i z.\,&,ﬁ,

gz h o A I.l..-
T ——

L
-

|
, |
_l




ZOFOZ_\/OU

Wo9"juequooles) 6




NGLONIAO T

207225 2uygnd ag7 aanbIv oF piq v 3pYuL 107935 spvaisd
| 2g7 f%@a%& Jo uoryuayiv 2g7 1304110 OF 24NS 200Ul U UL "PUY,

el T i m P

A

ESPETRP qresset 1 LI e ¥y
b Ria

; .

P - i

' B -

e anihdane !

+

e
A

S ]

g ‘_Eou-v_.m—._wmn:aotmu@

sdiysiauued aieald-alqnd




NOLONIAT D)

WOoD HUBGUOOIBD S

jeg ay] buisiey







