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Thank you, Mr. Chairman.  I am Ned Holmes. Thank you for inviting me to testify.  I am honored to be here.  I am here wearing two hats today, one as a Texas Transportation Commissioner and the other as Chairman of the Transportation Transformation Group.  Before I finish, I want to put on a third hat as a transportation consumer.

Texas is a big state with a big transportation system and big problems. Texas has more paved lane-miles than any other state—192,150 to be exact —and it is the responsibility of our commission to maintain and improve our transportation system.  We have more bridges than any other state, just over 51,000.  Our state’s population is forecast to grow from 23 million to 34 million by 2030. 

There are many positive aspects of living in a high growth state, but one of the unfortunate realities is the mounting congestion that accompanies the population growth.  Our commission convened a panel of transportation experts and business leaders to determine the transportation needs in Texas. This group, the 2030 Committee, recently concluded that highway traffic delay in urban Texas has increased more than 500 percent in the last two decades.  The average urban Texas commuter spends an extra 32 hours in traffic each year, 60 percent more than a decade ago and that extra delay costs them $6.7 billion per year (2007).  The price tag to meet the state’s needs, defined as not getting any worse, is $315 billion from 2009 through 2030.  Each high-growth state has a similar story to tell.   

I do not believe that our national transportation system is facing a looming crisis because that crisis is already here and is destined to decline further unless we all take meaningful action to improve funding.  Population, income and economic activity have risen for many years, increasing the demand for transportation, but infrastructure has not kept pace. While the economy is currently experiencing a downturn, history shows that it will come back strong, and that a reliable transportation system lays the foundation for economic growth and productivity.  Funding is not sustaining our current needs, much less those of the future.  The investment choices that we make today are the legacy that we are leaving to our children, either the opportunity for growth, or the problem of how to fund a deteriorating system.  The longer that we wait to act, the more it will cost to address the problems.

Inflation has dramatically decreased the purchasing power of the motor fuels tax while increasing construction and maintenance costs over time.  To compound the situation, motor fuels taxes are declining.  In April, Texas state motor fuels taxes were over 8 percent lower than the same time last year.  States have to choose between maintaining their aging infrastructure and adding new capacity because there isn’t enough funding to do both.  Soon there won’t be enough to do either.  In Texas our current forecasts indicate that will occur in the first quarter of 2012.  

Funding is even more complicated by dozens of federal programs with narrow focus and often competing priorities.  Many states that have borrowed in the past few years to fill the funding gap are now reaching their debt capacity.  The federal Highway Trust Fund is having solvency issues, adding yet another layer of uncertainty for future funding.  This is a dire picture, and it calls for a new approach to fund our transportation system.  The opportunity for change is before us now. 

To help address the transportation challenge to Texas and the nation, I participated in forming the Transportation Transformation Group, known as T2. We are an alliance of state departments of transportation from Florida, Indiana, New Hampshire, Texas and Utah, port and toll authorities; think tanks, academic institutions, financial and engineering firms.  We have explored the details of major studies produced over the past year related to reauthorization and a summary of their views is included in your packet.  We concluded that national transportation policy needs to be transformed from a process- based system to a goal-based arrangement that maximizes flexibility and enhances the roles of the state and local public sectors and their private sector partners to solve the growing problems of congestion and mobility.

Fundamental reform of transportation policy is needed to retain our status as a global leader.  Since the old means are no longer sustainable, new methods are critical for success.  T2 seeks to move beyond past debates: whether fuel taxes can be increased and the fight among donor-donee states.  The reforms needed transcend those issues.  Our federal transportation policy has evolved from a goal of completing the interstate system to a program with a vague central focus and more recently, inadequate funding.  Customer needs, both motorists and shippers, should drive the transformation.  We believe the federal government should primarily be responsible for establishing a long-range vision of surface transportation that includes all modes for moving people and goods, as well as the providers and customers of the system. 

We also firmly believe that states and their regional partners can deliver that vision if provided enough latitude.

Once Congress defines the strategy and the policy framework, we suggest empowering states to set goals, make decisions, and deliver projects that implement the national strategy.  The states must then be accountable and transparent; using performance measures to prove how they have met the goals they set.  Common performance measures would likely include safety, environmental stewardship, reduced congestion, well-maintained roads, and improved economic opportunity.
We support the continuation of the existing federal motor fuel tax coupled with  significant program reforms and additional innovative financing methods which are made fully available to the states. We also believe that our current static per gallon fuel charge is not a sustainable means to fund our system. We support the transition from a fuel tax-based funding system to a fee-based system, such as vehicle miles traveled (VMT) pricing and at a pace acceptable to Congressional leaders.  Revenue enhancements will be needed to bridge the transition from one revenue source to the other, a suggestion made by both recent federal study commissions. 

Transformation should redefine the roles of the federal, state and local governments.  The stimulus bill includes features that could provide a foundation for a transformed relationship, including:

· Providing the bulk of federal funding to states by formula;

· Giving states the flexibility to deliver projects; and 

· Measuring the results for all to see.

Building on this start, transportation transformation should encourage and enable states to employ business strategies and innovative finance techniques that help meet transportation goals. These might include tolling, congestion pricing, high occupancy toll (HOT) lanes, VMT pricing, and the full range of public private partnerships mechanisms to bring additional resources to solving transportation issues.  The unmet needs are so great, it will take all options.  

By way of example, there are two outer loops being planned in Texas, Loop 9 in Dallas and the Grand Parkway in Houston, that are each estimated to cost over $5 billion.  These are complex projects that will require multiple funding sources. There are many similar needs throughout the nation. 

T2 supports flexibility and access to all available tools from which states and regions can develop creative solutions to best meet their transportation goals and solve their diverse transportation problems. That is how great innovators solve problems, not by identifying which box to check.  The process should not drive the solution.  We currently have to plan transportation projects around the rigid limitations of the funding categories, a frustrating exercise at best.  Project priorities should not be set according to available balances in funding categories.  America’s transportation innovators need to be given the flexibility and incentives to creatively solve the challenges we face, including mixing modes, delivery methods and funding sources.

If Congress will define the vision and give us the flexibility to fulfill it, we will answer the challenge.  All forms of project delivery, funding sources and financial options in any combination need to be available, including:

· Blending different modes and fund sources  in one project;

· An expanded Transportation Infrastructure Finance and Innovation Act of 1998 (TIFIA) program, allowing eligible projects to proceed and the development of additional projects in the near term;

· Ability to tap private sector capital (public private partnerships) as states and regions choose;

· Uncapped use of private activity bonds (PABs);

· Strategic sourcing procurement techniques for materials such as steel;

· Loosened federal tolling restrictions at state and local discretion and increased number of exemption options under current programs;

· Concession-based comprehensive project delivery and operation;

· Modified accelerated depreciation;

· Investment tax credit; and

· A transportation investment bank.

In summary, T2 emphasizes flexibility in all areas, fewer and less restrictive federal funding categories, and more sustainable financial models and business strategies.  All states, whether high growth or low growth, big or small, will benefit from having flexible options which will allow the creation of custom solutions to meet their goals. In Texas, we need flexibility to blend transit, rail and highways. We are currently struggling to find funds to improve rail to road crossings, a major safety and congestion issue in urban and rural areas. In New Hampshire, they need flexibility for Commissioner George Campbell’s rail revitalization to link Concord and Boston, which will regenerate  downtowns, create jobs, and protect the environment.  Florida, Utah, Indiana and other states each have their own unique transportation issues and added flexibility will facilitate their solutions. 

Citizens will benefit by a renewed focus on customer service, reduced congestion which improves our quality of life and the prosperity that added infrastructure investment allows.   We also deserve added levels of accountability and transparency, having easy-to-use internet information, knowing where public funds are being spent, and the status of current projects.  As a citizen these benefits appeal to me. 

On behalf of the Texas Transportation Commission, the Transportation Transformation Group and the Holmes family of mobility consumers, I appreciate your time and thank you for your attention. 
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