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Introduction 
(
1.1
Finance Summit Overview
National Summit for State and Metropolitan Agencies on Future Transportation Funding and Finance Strategies: Implications for Planning, Public Policy and Institutional Arrangements, hereinafter known as the Finance Summit, was held on April 11 – 13, 2007 as part of National Cooperative Highway Research Program (NCHRP) Project 20‑24, Task 55.  The  Finance Summit was sponsored by American Association of State Highway and Transportation Officials (AASHTO), Association of Metropolitan Planning Organizations (AMPO) and Federal Highway Administration (FHWA). The goal of the summit was bring together leaders from state departments of transportation (DOTs) and  Metropolitan Planning Organizations (MPOs) along with transportation finance experts to consider the future of surface-transportation funding and the implications for metropolitan areas and their constituents.  This unique combination of practitioners created an effective and efficient forum to transfer knowledge across the transportation profession and generate innovative strategies to address the complex funding challenges.  
During the three-day conference, information and experiences were shared regarding  sustainable revenue options, the role of tolling and other pricing mechanisms, the use of finance tools, and public-private partnerships. Discussions were structured to focus on how the future funding horizon impacts planning and financial management tools and techniques, public policy goals, institutional arrangements, and environmental and economic sustainability. The intent of the Finance Summit was the establishment of  interdisciplinary networks and identification of cross-cutting actions that can advance the state of the transportation planning and financial management practice, refine and modernize existing institutional arrangements, and address pressing public policy issues potentially affected by future financing strategies.

(
1.2
Finance Summit Background

Recent estimates of highway and public transportation investment needs in comparison to likely available resources suggest that the current mechanisms for funding the nation’s surface transportation system may be inadequate to meet expenses for the system’s maintenance, preservation, and expansions.  Based on the latest Federal revenue projections, it is estimated that the Highway Account of the Highway Trust Fund may be depleted (reach a zero cash balance) prior to the September 30, 2009 end of the current legislative authorization period.  The Mass Transit Account also is forecast to reach a zero balance within a few years.  Approximately 87 percent of the Federal Highway Trust Fund income derives from fuel taxes.  While there will still be substantial revenue accruing into the Highway Account and the Mass Transit Account, the income to the accounts will be insufficient to sustain the current expenditure levels.  The prospect of a decrease in Federal aid at this time is of great concern, given the very large gap between even current revenues and needs.  Figure 1 from the presentation by John Horsley, the Executive Director of AASHTO, illustrates this issue:  Federal highway funding will drop substantially without action to resolve the immediate crisis.
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Figure 1.
Transportation Funding Crisis
Source:
Horsley, John (April, 2007). Overview of Surface Transportation Finance [PowerPoint slides]. Presented at the National Summit on Future Transportation Funding and Finance Strategies:  Implications for Planning, Public Policy, and Institutional Arrangements, New Orleans, LA.
Meanwhile, the costs of highway, bridge, and public transportation construction and rehabilitation have increased rapidly in the recent period, due to world market forces.  Figure 2 below from John Mason’s presentation shows recent increases in the producer price index for highway and street construction.  FHWA has increased their estimates of project cost parameters by over 40 percent for the 2006 versus 2004 unit costs of highway construction.  This perfect storm of revenue challenges and cost increases formed the background for the Summit.  
Figure 2.
BLS Highway Construction Producer Price Index
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Source:
Mason, John (April, 2007). Opening Remarks [PowerPoint slides]. Presented at the National Summit on Future Transportation Funding and Finance Strategies:  Implications for Planning, Public Policy, and Institutional Arrangements, New Orleans, LA.

The Safe, Accountable, Flexible, Efficient Transportation Equity Act – A Legacy for Users (SAFETEA-LU) acknowledges the finance challenges by 1) mandating the creation of a National Surface Transportation Policy and Revenue Study Commission to study and report on the current conditions and future needs of the surface transportation system, and 2) providing for the creation of a National Surface Transportation Infrastructure Financing Commission to assess the current revenues of the Highway Trust Fund, potential alternative Federal revenues, and the additional resources that will be required to meet estimated future needs.  These two commissions, which are to complete their efforts shortly, will provide forums for developing a deeper understanding of the problems of future surface-transportation finance, alternative revenue sources that could be tapped to supplement or replace the existing fuel taxes, and the potential role of tolling and public-private ventures as means for helping finance the future surface transportation system.  

The search for new funding mechanisms or enhancements to current mechanisms raises many issues beyond simply how much revenue can be raised.  The institutional structures and organizational arrangements that have been developed by government agencies at Federal, state, and local levels for planning, development, and operation of the transportation system have been fundamentally shaped by our existing ways of raising and distributing revenues.  Fuel taxes in aggregate currently cover about two-thirds of the system’s costs.  All levels of government – Federal, state, regional, and local – face these challenges.
Many of these challenges will be acute in the nation’s metropolitan areas.  These areas have highly concentrated and rapidly growing demands for transportation services and rely on these services for their prosperity and quality of life.  At the same time, metropolitan areas typically span many governmental jurisdictions, increasing the complexity of raising and distributing resources to meet growing demands.  Metropolitan Planning Organizations (MPO) have been formed to provide a means for state and local governments to plan and manage their metropolitan transportation systems.  These MPOs in turn provide key forums for considering the potential of new financing techniques and public-private ventures to facilitate direct user or indirect beneficiary fees that complement or replace traditional revenue sources such as fuel taxes, sales taxes, and property taxes.  At the same time, both metropolitan and non-metropolitan areas face the need for increasing the levels of investment in preserving and maintaining these critical transportation facilities and services, no matter what level of growth is occurring.
(
1.3
Finance Summit Approach
Invitations to the Finance Summit were extended to planning and finance leaders and senior staff at DOTs and MPOs and transportation finance experts. Bringing together these three groups was a notable and purposeful characteristic of the Finance Summit. Participants were selected from across the country with input from the NCHRP 20-24 Task 55 oversight panel (see Appendix A) to create diversity with regard to size, jurisdiction, and transportation finance experience. The Finance Summit participants are contained in Appendix B.

The Finance Summit began with a half-day session aimed at identifying and clarifying future funding predictions, the full range of funding sources and financing tools, and the important differences among revenue streams, leverage techniques, and management approaches.  John Mason, the project oversight panel chair, opened the session with a description of the Finance Summit context, objectives, approach and final product. He also  challenged the participants to be active participants in identifying and debating key issues and implications related to the future of surface transportation funding.  
Next, Rick Capka, FHWA Administrator at the U.S. DOT gave the keynote address, outlining the transportation funding challenges.  John Horsley, Executive Director of AASHTO, then provided an overview of surface transportation finance and Commissioner Jack Schenendorf of the National Surface Transportation Policy and Revenue Study Commission provided an update on the Commission’s work to date.  Jim Hatter, a finance expert from the Federal Highway Administration, helped define finance terminology and basic concepts necessary to discuss future funding and finance strategies.  The remainder of the first day was dedicated to case study presentations:  one case study focused on State Highway 121 in Dallas, Texas and the other on pricing and long-range planning in Colorado. Each presenter during this first day session was specifically selected to establish the foundation for the Finance Summit.  Presentation slides from this half-day workshop are included in Appendix E.

The second day of the Finance Summit consisted of several break-out sessions and in-depth plenary sessions.  Participants were strategically placed into one of four breakout groups based on type of agency (state DOTs versus MPOs), size, jurisdiction, and experience with various financing strategies.  The breakout sessions specifically focused on three areas:  1) implications for the planning process; 2) implications for public policy; and 3) implications for institutional arrangements.  At these sessions, the participants had intensive and expansive discussions about how the future funding horizon impacts planning and financial management tools and techniques, public policy goals, institutional arrangements, and environmental and economic sustainability.  Section 2.0 of this report documents the key discussion items raised during the various breakout sessions.

On the final day of the Finance Summit, participants gathered for the last plenary session to review the key themes that arose from the presentations, case studies, and break-out sessions.  Section 3.0 contains the summary observations and conclusions that resulted from the three-day meeting.  Section 4.0 highlight several potential next steps to implement strategies discussed during the Finance Summit.  
The April 2007 Finance Summit was effectively a policy discussion about the uncertain future of transportation funding and its possible effects on planning, public policy, and institutional arrangements.  The Finance Summit offered an opportunity for leaders in the transportation field, some from states which had pioneered new financing strategies, others from states just embarking on new financing strategies, and others just developing their strategies, to exchange information and expertise.  This mix of participants produced a lively atmosphere enabling a candid and informative exchange in which participants had the opportunity to advance their knowledge and contribute to the evolving understanding of surface transportation finance policy.  One message that was repetitively raised throughout the Finance Summit was the need for an agreed upon national transportation vision.  Roles and responsibilities as well as funding and financing could flow from the foundation a vision provides.  
2.0
Breakout Session Observations

The Finance Summit was designed to draw on the insight and expertise of the participants.  Four groups of approximately 20 individuals met for nearly five hours of structured discussion on the second day of the conference.  Key observations and themes from those breakout sessions are summarized in this section. Selected materials from the presentations made during the first day are added in this summary where they provide a background for and are helpful to explain the breakout session discussions.  

The breakout sessions served as a forum for identifying and assessing various trends and issues in the planning and funding of surface transportation infrastructure improvements.  Each session was moderated by two facilitators (a senior representative from a state department of transportation and a senior representative from a metropolitan planning organization).  Though the participants were not asked to draw conclusions or make policy recommendations, many suggestions and useful ideas emerged from the discussions.  The facilitator guided discussions around three main topics:  the funding challenge’s implications for the planning process, implications for public policy, and implications for institutional arrangements.  The following highlights some of the comments and observations that generated the most dialogue.  The overall conference was aimed towards generating ideas on next steps, but the specific breakouts were not intended to reach consensus or specific conclusions.
(
2.1
Breakout Session 1 – Implications for the 
Planning Process

The first breakout session focused on the transportation planning processes at the state and MPO levels.  Participants were invited to discuss how funding constraints may have affected planning efforts and to comment on the potential implications of efforts to increase private sector participation in transportation funding and project delivery.  
2.1.1
Potential Changes to Transportation Planning

There was a general consensus among the participants that the existing planning processes work and that there is no need to create new regional governance structures.  Some participants cautioned against changing the planning process to accommodate nontraditional financing efforts and several made observations or outlined ideas that could further improve transportation planning:  
· Improve forecasting tools to cope with project cost uncertainty and overruns.  Greater certainty regarding funding needs and available public resources could also encourage additional private investments. 

· Revisit the planning horizon or consider shortening the fiscally constrained planning horizon (i.e., STIP) to address questions regarding the reasonableness of long-term funding forecasts estimates.  

· Examine both fiscally constrained investment plans and unconstrained needs plans, defined based on specific scenarios.  Planning that only addresses fiscal constraints should be replaced by scenario analysis that looks at different definitions of needs. 

· A good example of a well integrated process for planning and innovative finance was presented by Michael Morris of the North Central Texas Council of Governments (NCTCOG).  The Figure 3 below shows how the integrated approach for incorporating toll projects is applied at NCTCOG, resulting in applications of toll revenues to needs.  The related Table 1 summarizes funded and unfunded needs after applying all revenues, including tolls and other traditional sources.

· Major projects are difficult to fund on a pay-as-you-go basis, and even though the fiscally constrained plans can include projects with private sector funding, projects have an uncertain funding future.
Figure 3.
Integrated Comprehensive Approach:  Toll System for 
North Texas
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Source:
Morris, Michael (April, 2007). S.H. 121 Dallas, Texas Case Study Presentation [PowerPoint slides]. Presented at the National Summit on Future Transportation Funding and Finance Strategies:  Implications for Planning, Public Policy, and Institutional Arrangements, New Orleans, LA.
Table 1.
Identified Funding Needs – Dallas-Fort Worth Region
Updated Based on Mobility 2030 Funding Levels
	Metropolitan Transportation System Components
	Funded Needs (Billions/2006 Dollars)
	Unfunded Needs (Billions/2006 Dollars)

	Operation and Maintenance
	$18.7
	

	Congestion Mitigation Strategies
	$2.1
	

	Bicycle and pedestrian Facilities and Transportation Enhancements
	$1.1
	

	Rail and Bus Transit System
	$11.0a
	

	HOV and Managed Facilities
	$3.3
	

	Freeway and Toll Road System
	$26.4
	$12.7b

	Regional Arterial and Local Thoroughfare System
	$5.7
	$6.0

	Additional Cost to Purchase Right-of-Way
	
	$1.1

	Rehabilitation Costs
	$2.6
	$32.1

	Goods Movement/Rail Freight Costs 
(Trans-Texas Corridor
	
	$6.7

	Total
	$70.9 
(55%)
	$58.6 
(45%)

	
	$129.5 Billion


a $3.4 billion obtained through Regional Transit Initiative.
b Includes Freeway-to-Freeway Interchanges.

Source:
Morris, Michael (April, 2007). S.H. 121 Dallas, Texas Case Study Presentation [PowerPoint slides]. Presented at the National Summit on Future Transportation Funding and Finance Strategies:  Implications for Planning, Public Policy, and Institutional Arrangements, New Orleans, LA.

· Increased decentralization and flexibility in the use of Federal funds have had an impact of pushing allocation decisions down to the states, and in turn pushing allocation decisions down to the local level, resulting in devolution of responsibility for programming funds.  
· Although transportation plans can be sound, some MPOs/states need to do a better job of prioritizing and forecasting resources and establishing performance criteria for getting projects into the program.  Too often, programming decisions may be politically based.

· Consider following a utilities model for planning for future needs whereby capital funds are generated through user fees and pricing and spending is prioritized.  The utility model also links development to infrastructure capacity and makes explicit who benefits and who pays for infrastructure improvements.

· Provide additional finance expertise (especially at the MPO level) to help bring a wider range of financing options into planning decisions.  

· Do not allow financing issues to distract from long-term planning goals.  Innovative finance should be driven by planning, not vice versa.  For example, a private firm commitment to fund to a project should not result in that project rising to the top of the prioritization list.  Planners need to provide opportunities to secure nontraditional financing that are consistent with long-term goals.  Planning to meet real needs should drive funding decisions, not vice versa.

· Further strengthen the linkage between performance-based planning and funding.  In California, the Regional Blueprint Planning Program combines land use decisions and transportation planning:  http://calblueprint.dot.ca.gov/.
2.1.2
Questions about Articulating and Assessing Needs

Several participants suggested that the transportation community could do a better job articulating and assessing infrastructure needs.  Many felt that operation and preservation needs are being ignored and that funding priorities should be revised to better reflect their impact on the performance of the transportation network.  Needs must be articulated or the gap that exists between current funding and needs will never be addressed.  Other questions raised by participants include:  
· Do Federal standards increase costs by requiring more than is necessary?  One example cited was a 12-mile interstate reconstruction project being estimated at $1 billion.  Should states be allowed to address safety issues without bringing the whole facility up to standard?

· Are we overbuilding by basing planning on travel demand in year 30 versus just addressing the current needs?  Can communities decide not to build and affect future land use or will they just defer the inevitable?

· What is the national commitment to rebuilding the interstate system?  Many states will hit the wall in 10 to 15 years with real needs exceeding available revenues.  What is the ultimate cost of not doing O&M and who bears it?

· The fiscal constraint provision forces financial discipline, but it also short-changes the way that needs are articulated.  Unconstrained needs-based plans can be important but take time and money to develop.  Are they worth it?  

· Should the question of need be looked at holistically so that transportation is linked to land use, the environment, and economic growth?

· Can funding allocations be linked to the performance of existing system?  Is the technology in place to measure performance?

· How can transportation agencies truly identify what citizens are concerned about?  Should this be done on a regional or national basis?
2.1.3
Other Planning Issues and Challenges

Several concerns were raised during the breakout sessions that merit further discussion and research. 
· Cost Escalation – The planning/programming process does not always reflect inflation risk adequately.  Incorporating year-of-expenditure cost estimates in long-range plans can be complicated, but would provide greater certainty with regard to available resources.
· Role of Innovative Finance – Public-private partnership, tolling, bonds, and other financing strategies also are only tools in the toolbox, they are not “the” toolbox.  In addition, most techniques identified as innovative are not new.  The reality is that the toolbox must contain the entire range of options.  Innovative finance also is not a free lunch.  Borrowing money is not a source of revenue; the borrowed funds must be paid back. 

· Research Needs – Technical tools at the MPO and state level need improvement, especially for toll projects.  Many agencies cannot adequately do dynamic toll modeling.  In addition, consideration needs to be given to how we will collect future revenue streams (e.g., VMT tax)?

· Project Finance Implications – Cross-subsidizing projects can be difficult, especially in rural areas, since many new sources of transportation revenues are project specific.  In addition, the cost of operations and maintenance for capital projects funded with bond proceeds is sometimes ignored which places a burden on general program funding.

(
2.2
Breakout Session 2 – Implications for Public Policy

The second breakout session gave the participants an opportunity to comment on how future funding horizon is shaping public policy at all levels of government.

2.2.1
Transportation Funding Crisis is Difficult to Communicate

The challenge of motivating the public, state legislatures, and Congress to address transportation needs was a recurring topic in the breakout sessions.  Many participants cited the general lack of understanding of how surface transportation infrastructure is built and maintained as a major hurdle to securing support for additional funding.  Others noted confusion in some media outlets and many communities regarding basic financial concepts and the rationale for pursuing tolling and private sector resources.  Highlighted below are some of the suggestions that were put forward in the group discussions. 

· A transportation vision shared at all levels of government is needed to drive the funding and provide rationale for transportation programs and projects. 

· States should determine and articulate the funding gap in a credible and transparent way.  For example, many people expect a congestion-free commute and do not understand that this is not free.  In other words, change the focus from a funding gap to a performance gap.  The chart below in Table 2 from George Gerstle’s presentation of Colorado DOT’s process illustrates the consequences of current funding for levels of performance and conditions of Colorado’s highways.

· The map below in Figure 4 from the regional Texas Metropolitan Mobility Plan (TMMP) plan which was discussed by Michael Morris of NCTCOG illustrates the performance levels expected on regional highways after the implementation of the funded regional plan.  This type of information is useful to illustrate the performance gap that is expected, in addition to the funding gap that is expected.  It shows where severe congestion will be located on the basis of overall areas as well as on the basis of specific facilities.
Table 2.
Insufficient Funds – Colorado Statewide Highway System Condition

	Investment Category
	Current Performance
	2030 at Current 
Funding Levels

	Congestion
	22 Minutes/Day of Delay/Persona
	1 Hour 5 Minutes/Day of Delay/Personb

	Maintenance
	B
	F

	Pavement
	58% Good/Fair
	32% Good/Fair

	Bridges
	96% Good/Fair
	89% Good/Fair

	Cost to Sustain Current 
Performance:  $67 Billion (2005 Dollars)
	
	Funding Available:  $28 Billion

	Deficit:  $39 Billion


a Assumes 250 days/year.

b Assumes no additional capacity.
Source:
Gerstle, George (April, 2007). Pricing Policies and Long Range Plans – The Colorado Experience [PowerPoint slides]. Presented at the National Summit on Future Transportation Funding and Finance Strategies:  Implications for Planning, Public Policy, and Institutional Arrangements, New Orleans, LA.

Figure 4.
Texas MMP
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Morris, Michael (April, 2007). S.H. 121 Dallas, Texas Case Study Presentation [PowerPoint slides]. Presented at the National Summit on Future Transportation Funding and Finance Strategies:  Implications for Planning, Public Policy, and Institutional Arrangements, New Orleans, LA.

· Use different terms like cost per mile by dividing by miles per gallon (e.g., an average fee of two cents per mile) versus using the cents per gallon tax to describe travel costs could help clarify transportation costs and could help to put them into the context of daily life.  Advocates of new high-occupancy toll lanes propose fees of over a dollar per mile to resolve congestion.  If another dollar per mile is considered to be amenable to receiving public acceptance, why could a similar approach not be used to achieve public acceptance of an additional fee of one or two cents per mile?  

· States and MPOs need to provide project choices and articulate to the public the cost and benefits associated with these choices.  This may help to bridge the disconnect between transportation demand and willingness to pay.  

· Recast the term “need” and needs-based planning into performance goals as a way to justify increased transportation investment.  The goals needs should be compelling, outcome based, and performance based so people can relate to them.  Present the goals alongside the financial commitments necessary to attain the performance goals.  The traditional type of chart for illustrating a gap is shown here in Figure 5, as included in John Mason’s opening remarks.
Figure 5.
National Funding Gap
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Mason, John (April, 2007). Opening Remarks [PowerPoint slides]. Presented at the National Summit on Future Transportation Funding and Finance Strategies:  Implications for Planning, Public Policy, and Institutional Arrangements, New Orleans, LA.

· To build more credibility and support, states and MPOs need to communicate the benefits of increased transportation investment.  For example, repaving today reduces your vehicle operating and maintenance costs tomorrow.  Explaining what the outcome of funding increases will bring has helped to pass regional sales taxes for specific projects pass.  Many of these successful proposals have been multimodal.
· Consider using better means to educate the public on the reality of funding transportation projects (i.e., rising cost of construction and materials).  Costs have increased very rapidly since early 2004, largely due to world market factors.  FHWA has increased its estimates of construction costs by over 40 percent from 2004 to 2006.

· States and MPOs should educate the public and decision-makers that a gas tax increase (or its equivalent) is necessary.  The chart below in Figure 6, from John Horsley’s presentation illustrates the loss of purchasing power that the Federal gas tax of 18.3 cents has experienced a 70 percent loss in purchasing power since its last adjustment.  The years covered are 1993 to 2015.
Figure 6.
Percentage Increases in Construction Costs, 1993 to 2015
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· Addressing funding earlier in the project planning process will be helpful to foster public understanding of the relationships between project planning and funding realities.

· There is a need to improve transportation performance tracking to better communicate what is being accomplished.

2.2.2
Link Transportation Policy to Broader National Goals

Many participants argued that transportation policy should be tied to other national policies (i.e., environment, energy, national competitiveness, global warming) to build public support.  The linkage between transportation and environmental stewardship is already strong, but could be strengthened by considering the position of interest groups when developing transportation policy and plans.  For example, some environmental groups support tolling to prevent sprawl, but not to generate money for more highways.

Creating a connection to national and global economic performance also is important.  Construction costs have been increasing dramatically in recent years, increasing investment needs more rapidly.

A stronger link to national goals also was suggested as a way to address modal and geographic equity at the state and regional level.  Policies are needed to balance the have and have nots, rural versus urban, and linking those issues to broader policies could help.  For example, regional planning entities could be encouraged to address regional goals of population growth, economic growth, and sustainable development though a balance of transportation choices that advance national interests of energy, environment, equity, and national competitiveness. Many believe that there should be a direct connection between who is benefiting and paying, creating miniturf battles regarding distribution, equity, and receiving a “fair share” (i.e., intraregional, intrastate, between modes, earmarks).
2.2.3
Need for Transportation Leadership

Several participants commented on the issue of leadership.  Examples include:  
· Transportation needs strong leadership from both elected officials and champions within the business community who are willing to take risks.  Transportation is in need of leaders to push national transportation vision and policy.  The business community needs to be engaged.
· Concern exists that many financing tools, such as public-private partnerships, are a way to outsource political will as opposed to dealing with national transportation policy (i.e., indexing the gas tax). 

· Earmarking and the desire for ribbon-cutting undermines the delivery of transportation projects that most closely match the priorities and needs of the locality. How can we convince legislators to not earmark or to direct earmarks to appropriate projects already in the regional plan?  Many earmarks are not sufficient to fully fund projects and/or end up Federalizing local projects. In addition, operations and maintenance projects do not receive the same political support as capital projects.
· Given the devolution of the Federal role, some states have stepped up their leadership and responsibility for directing transportation policy and may not want an increased Federal role in the next authorization.

· Legislatures embrace lofty goals, but DOTs have difficulty financing their own vision.  This impacts public policy because it means that projects will be financed as funds become available, not because they help to meet a particular vision for transportation.

· As transportation programs have shifted to narrow local goals, the fight has become over efforts to “get your fare share” versus support for a national vision and system. 

· Ballot-box programming taps into a localities’ economic viability, but it may not be a sustainable practice politically or economically. 

· Federal attention appears to increasing on issues of freight movement, with Interstate commerce corridors gaining attention.  Perhaps there should be a new funding source dedicated to national goods movement.

(
2.3
Breakout Session 3 – Implications for Institutional Arrangements

The final small-group breakout session addressed the roles and responsibilities of state departments of transportation, MPOs, and other institutions involved in the planning and delivery of transportation infrastructure.  There was no consensus that existing institutional arrangements could or should be changed, but some participants noted a trend toward devolving funding and decision-making responsibility to local levels.  Participants discussed all aspects on institutional implications, including, as presented by Michael Morris, the topics of:
· Maturity of the State DOT – MPO Relationships;
· Greater Role Needed of Private Sector;
· Greater MPO Role in Policy Setting – in Business Terms;
· Impact on Planning Funds, Research, and the Federal Process;
· Impact on the U.S. DOT; and
· Partnerships are Key to Success.
The following highlights other observations and suggestions regarding the need or potential for institutional change.

· State DOTs and MPOs largely have mature relationships and well established responsibilities and capabilities, but there are opportunities for evolutionary changes to build on the strengths of current institutions. For example, improving information flow could alleviate existing tensions that exist between MPOs and DOTs.
· State DOTs will always be needed to balance investment in different modes and to address non-metropolitan needs.  Table 3 below from John Horsley’s presentation highlights the expenditures by various levels of government on highways and public transportation.
Table 3.
National Spending on Highways and Transit

	
	2004
	2004

	
	Highway Expenditures – All Purposes
	Transit Expenditures – All Purposes

	Federal
	$32.0 Billion
	22%
	$7.0 Billion
	17%

	State/Local
	$115.5 Billion
	78%
	$34.0 Billion
	83%

	Total
	$147.5 Billion
	100%
	$41.0 Billion
	100%


Source:
Horsley, John (April, 2007). Overview of Surface Transportation Finance [PowerPoint slides]. Presented at the National Summit on Future Transportation Funding and Finance Strategies:  Implications for Planning, Public Policy, and Institutional Arrangements, New Orleans, LA.

· Stovepipes still exist, even in terms of responsibility for roadway facilities.
· Local governments may need assistance or an incentive to think regionally because local spending has the potential to create state funding obligations. 

· Large megaregions with overlapping MPOs have competing interests.

· State constitutions and laws often govern the allocations of both Federal and state funds.  Regions and localities may face the issue that there is no incentive to raise local funding if a like amount of state funding is lost due to regional or local efforts.  

· Addressing the funding gap does not require a new layer of bureaucracy.  The goal should be to make the process of using transportation tools more businesslike and to reduce bureaucratic layers.

· Develop clear definitions of the roles and responsibilities of transportation stakeholders.  Consideration should be given to whether MPOs should assume more of an assertive role and also have funding authority.
· Key Federal roles, besides providing a national revenue source or sources, include providing a guiding hand, providing a framework for sustainability, providing stewardship, and helping along transitions to new revenue sources.
· Institutional “arrangements” will always be less important than the relationships fostered between Federal, state, and local agencies.

· Not everyone in the transportation community is opposed to cross-subsidizing elements of the transportation system, such as supporting rural systems with revenues generated in urban areas (as happens in most if not all states), since there is a need for equity.

· Consider identifying MPO designations by something other than population (i.e., metropolitan statistical area).

· Incorporate players who previously are not heavily engaged in transportation planning (e.g., business community, freight).

· Hold a TRB conference on the changing role of MPOs.
3.0
Key Observations

(
3.1
Finance Summit Summary Conclusions

On the final day of the Finance Summit, participants gathered for the last plenary session to review the key themes that arose from the presentations, case studies, and break-out sessions.  The following section contains the summary observations and conclusions that resulted from the three-day meeting.  It should be noted, that although the initial charge to the Finance Summit attendees was focused on the implications of emerging financing trends for state DOTs and MPOs, it was the strong consensus of the conference attendees that there is an urgent need for an agreed upon vision for the national surface transportation system.  The call for a compelling vision also underscores the need for a continued and substantial Federal leadership in the U.S. transportation system.  Roles and responsibilities as well as funding and financing should flow from the foundation a vision provides.  

3.1.1
National Transportation Vision – Transportation Needs a Bold, Compelling Vision for a “21st Century National Surface Transportation System”
· Must be of the “Man to the Moon” stature;

· Should reflect realities of global economy; be supportive of U.S. economic growth and prosperity;

· Should be multi- and intermodal and focus on the movement of people and freight;

· Should be supportive of energy independence and environmental sustainability;

· Should provide customer-based transportation solutions, including “choices” in congested urban corridors;

· Must be succinct (“soundbite simple”);

· Will require an extraordinary marketing and education effort; decision-makers and public must see the benefit; and

· Should incorporate some near-term achievements to set a demonstrable record of improvement.

3.1.2
Roles and Responsibilities – From the National Vision Flows the Roles and Responsibilities of Federal Government, State DOTs, 
and MPOs 

The Federal role should include:

· Facilitating a framework for an interconnected, multi- and intermodal transportation system to:

· Ensure global competitiveness;

· Support national defense and security;

· Utilize technology to deliver “smart” transportation;

· Provide and maintain a Federal lands program; and
· Ensure good stewardship and preservation of the national system (e.g., Interstate, National Highway System, key nodes, transit etc.).

· Providing a revenue system with a limited number of flexible “core” multi- and intermodal programs; minimizing “boutique” programs and projects;

· Providing a “guiding hand” (clear, uniform direction and support to state and local governments, MPOs, and transit operators) and sharing “best practices;”
· Providing a robust research program that fosters collaborative public and private sector initiatives.  In the context of financing mechanisms, this includes methodologies and models for accomplishing financial analysis, pilot programs, improved data collection, etc.; and

· Planning for, piloting, and executing, transition to a new revenue system.

Key considerations for the roles of state DOTs and MPOs:

· Supportive of a National Surface Transportation System, state DOTs and MPOs should collaborate within states and among states, megaregions and multistate corridors to develop the framework for an interconnected and multimodal transportation system;

· The authority to make transportation decision in a region should align with an agency’s responsibility for managing that transportation system;

· States and MPOs should take the lead in identifying performance standards consistent with their goals and objectives;

· Given the wide range of state constitutional arrangements and the context within which DOTs and MPOs operate, care must be taken to avoid “one size fits all”;
· Build on existing institutions; avoid layering;

· MPO boundaries are currently driven by Federal census data; consideration also may need to be given to other realities (growth patterns, freight, etc.); 

· Greater emphasis needs to be placed on business, freight, and other nontraditional partners;

· Process should encourage the linkage of transportation and land use planning; and

· Given the diversification of financing mechanisms, state DOTs and MPOs will need more business/economic expertise to assess financing proposals.
3.1.3
Policy/Planning – Performance-Based Measurement and Accountability are the Watch Words for the Future 

· Transportation policy and planning should be customer-focused, performance-based, and outcome-oriented;

· Planning should identify programs/projects needed to meet adopted goals and performance standards (needs-based), with adopted long-range programs being fiscally constrained (as currently required);

· Planning should drive the funding and financing decisions, not vice versa; and

· Planning, especially in metropolitan areas, should be a collaborative process – “one conversation,” involving state, regional and local “partners.”

3.1.4
Funding/Financing – Future Planning and Programming will Require Consideration of a Range of Funding and Financing Mechanisms
· Existing sources should be shored up or enhanced, not abandoned;

· Federal gas tax remains critical to national program; motor fuel taxes could be indexed to CPI (or some other measure); agencies must restore buying power and sustain it over the coming decades to deliver a performance-based surface transportation program;
· Private sector investment and tolling are valuable tools; however, they are not the “silver bullet” to meet all future needs;

· Toolkit should include a range of financing mechanisms; and
· Managed lanes/value pricing will be a key component of providing choices for customers in congested urban corridors.
4.0
Next Steps
Surface transportation in the U.S. is aging, and the strong historical growth in travel continues to strain available capacity.  The nation’s transportation needs continue to mount, above and beyond existing funding levels.  While the fuel tax will continue to be the foundation for the Federal contribution, transportation faces a funding crisis that will be a formidable challenge for the upcoming Federal reauthorization.  The Finance Summit offered participants across agencies an opportunity to engage each other in discussing the future of transportation finance.  By and large, participants recognized that the absence of a compelling national vision for transportation leads to de facto devolution.  In response to this, participants identified the need for a national vision that would encompass surface transportation, global economic competitiveness, and environmental sustainability; and that would also be outcome driven and soundbite simple.

Discussions were lively and diverse, but interestingly enough, there also was much commonality among participant ideas.  For example, it generally was agreed that transportation should explore new financing approaches, but not in exchange for abandoning old ones.  The Finance Summit illustrated that transportation leaders are at a crossroads and are eager to be inventive in terms of resolving the looming funding crisis.  The Finance Summit sought to address many of the concerns associated with this topic area not only as a means for informing the national discussion about reauthorization, but also with the hope that the invited transportation leaders would continue the dialogue from the Finance Summit within their agencies and with their lawmakers and other decision-makers.

The Finance Summit was designed to bring together planning and finance leaders and senior staff at state DOT and MPOs with finance and public policy experts.  Over the three day summit, information and expertise was exchanged on sustainable revenue options, the role of tolling and other pricing mechanisms, the use of finance tools and public-private partnerships.  Breakout groups discussed how the future funding horizon impacted planning and financial management tools and techniques, public policy goals, institutional arrangements and environmental and economic sustainability.

The Finance Summit created a foundation for an interdisciplinary network and identified cross-cutting actions that could advance the state of the transportation planning and financial management practice, refine and modernize existing institutional arrangements, and address pressing public policy issues potentially affected by future financing strategies.

Needs/Next Steps include:

· Identify best practices for bringing innovative financing into fiscally constrained plans; 

· Create a framework to analyze transportation projects based on economic benefits – states which currently apply performance-based planning analyze economic benefits in the planning process, but further examination of how to accomplish this is warranted;

· Summarize effective means of communicating transportation benefits to the public;

· Document effective examples of regional government and why they are effective – stronger regional roles may sometimes be in conflict with state DOT roles, so great sensitivity is required in all aspects of prospective institutional changes;

· Support pilot projects to begin exploring key technical considerations, such as how will we collect future revenue streams (VMT tax); and
· Develop effective tools that:  
· Quantify benefits (e.g., reliability) and communicate the benefits of transportation investments;

· Analyze nontraditional funding approaches; and

· Improve the reliability of forecasts.
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Resource Material 
Prior to the Finance Summit, the following resources were made available for download, which provide useful information regarding transportation finance:

· American Association of State Highway and Transportation Officials:

· Future Needs of the U.S. Transportation System
http://www.transportation1.org/tif1report/TIF1-1.pdf
· Innovative Finance Peer Exchange Report
http://planning.transportation.org/?siteid=30&pageid=1399
· Metropolitan-Level Transportation Funding Sources
http://planning.transportation.org/?siteid=30&pageid=1399
· SAFETEA-LU Planning Provisions Workshop
http://planning.transportation.org/?siteid=30&pageid=1399
· Association of Metropolitan Planning Organizations:  
· Testimony of Jim Mckenzie, Executive Director of MetroPlan
http://www.ampo.org
· Federal Highway Administration:

· National Resource Center
Emerging Trends in Transportation Finance (“PPP Finance 101)
· Current Toll Road Activity in the U.S.:  A Survey and Analysis
http://www.fhwa.dot.gov/ppp/toll_survey.htm
· Innovation Briefs:

· February 1 and 12, 2007 and March 5, 2007
http://www.innobriefs.com/
· National Cooperative Highway Research Program
· Future Financing Options To Meet Highway And Transit Needs 
http://onlinepubs.trb.org/onlinepubs/nchrp/nchrp_w102.pdf

· U.S. Chamber of Commerce:

· Future Highway and Public Transportation Finance Study(Phase I and Phase II)
http://www.uschamber.com
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National Summit on Future Transportation Funding
and Finance Strategies:  Implications for Planning, Public Policy, and Institutional Arrangements
April 11-13, 2007
Agenda
Wednesday, April 11, 2007

1:00 p.m. – 1:30 p.m.
Opening Remarks 
John Mason, Chairman
1:30 p.m. – 2:00 p.m.
Keynote 
Rick Capka, U.S. DOT

2:00 p.m. – 2:30 p.m.
Overview of Surface Transportation Finance 
John Horsley, AASHTO

2:30 p.m. – 3:00 p.m.
Perspectives from the National Surface Transportation Policy and Revenue Study Commission
Jack Schenendorf, Covington & Burling LLP

3:00 p.m. – 3:30 p.m.
Break 
3:30 p.m. – 4:00 p.m.
Finance Terminology Overview 
Jim Hatter, FHWA

4:00 p.m. – 4:45 p.m.
Case Study Presentation:  SH‑121, Dallas, Texas
Michael Morris, North Central Texas COG

4:45 p.m. – 5:30 p.m.
Case Study Presentation:  Pricing Projects and Long-Range Plans 
George Gerstle, Colorado DOT

5:30 p.m. – 6:30 p.m.
Break
6:30 p.m. – 8:30 p.m.
Reception and Dinner 
Guest Speaker:  Tom Bradshaw, Citigroup Global Markets

Thursday, April 12, 2007

8:00 a.m. – 8:30 a.m.
Overview of Cross-Cutting Issues:  Summary of Key Issues Discussed in the Case Studies 
John Mason, Chairman

8:30 a.m. – 10:30 a.m.
Breakout Session Number One – Implications for
the Planning Process

Four Concurrent Cluster Groups
 
10:30 a.m. – 11:00 a.m.
Break

11:00 a.m. – 12:30 p.m.
Breakout Session Number Two – Implications for Public Policy

Four Concurrent Cluster Groups
12:30 p.m. – 2:00 p.m.
Lunch 
Keynote Speaker:  Sandra Gunner, President/CEO, New Orleans Chamber of Commerce

2:00 p.m. – 3:15 p.m.
Breakout Session Number Three – Implications
for Institutional Arrangements

Four Concurrent Cluster Groups
3:15 p.m. – 3:45 p.m.
Break 
3:45 p.m. – 5:00 p.m.
Initial Observations from Breakout Sessions 
Breakout Facilitators


Dinner on Your Own

Friday, April 13, 2007
8:00 a.m. – 8:15 a.m.
Conclusions from Day Two and Charge for Final Breakout Session 
8:15 a.m. – 10:00 a.m.
Breakout Session Number Four – review of conclusions and identification of tactics / steps to move conclusions forward 

Four Concurrent Cluster Groups
10:00 a.m. – 10:30 a.m.
Reports from Four Discussion Groups 
Breakout Facilitators

10:30 a.m. – 11:00 a.m.
observations / comments 
Summit Oversight Panel

11:00 a.m. – 11:15 a.m.
Concluding remarks 
John Mason, Chairman
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o Effect of Tolling on CDOT Resource
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�	The gas tax remains the principal Federal revenue source for the near-term, with augmentation to address transportation systems not meeting performance standards and eventually moving to a different form of revenue generation (e.g., VMT or other) as the gas tax declines in value.  Congress should foster and fund robust research and pilot programs over the next decade to assist in determining the preferred long-term approach to generate revenue to support the surface transportation program.


�	Decision-makers and the public should be aware of the “needs” based on transportation system performance goals.  This is not meant to imply a change in the current planning process, which emphasizes “fiscally constrained” while providing for the option of long-range plans (LRP) and metropolitan transportation plans (MTP), including “needs”.  It is meant to use these good processes to identify the needed improvements to deliver identified system performance goals that are in addition to the fiscally constrained list of programs/projects.


�	“One conversation” emphasizes the importance of ensuring that states, MPOs, and local jurisdictions are all “singing off the same sheet of music” as a result of a well coordinated and collaborative process.


�	In 2005, toll revenues, at $8 billion, represented five percent of national highway revenues.  If toll revenues were to double by 2015, to $16 billion, while helpful, it would not solve the $35 billion in additional annual spending required for needed state and local government highway investment.  (AASHTO).


�	Summit participants will be grouped prior to the meeting into one of four clusters.  The color on your nametag indicates your cluster group.


�	NCHRP panel members, facilitators, and summit sponsors will gather to summarize discussions from the three breakout sessions for the Friday morning presentation in the Bonnett Carre room.
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Dallas-Fort Worth Corridor Needs

Range of Capacity Dificiencies to
Solve Level of Service "F" Conditions

Least Severe

Most Severe

|:| Areas with No Congestion
|:| Areas with Light Congestion
|:| Areas with Moderate Congestion
|:| Areas with Severe Congestion

The deficiencies shown reflect
out-year needs and represent

the additional need above and
beyond the financially-constrained
Metropolitan Transportation

Plan, currently Mobility 2030.

North Central Texas
Council of Governments

= Transportation
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