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MR. SCHENENDORF: On behal f of our
chai rperson, Secretary Peters, nyself and ny
fell ow comm ssioners, 1'd like to wel cone you
to this Field Hearing of the National Surface
Transportation Policy and Revenue Study
Conmi ssion. W are honored to be in New York
City, and we | ook forward to hearing about the
transportation needs of this great city and of
t he northeast region of our country.

We are facing a national transportation
crisis. 1In fact, we're facing the perfect
storm Over the next 20 to 30 to 40 years,
projected increases in freight shipments and
personal travel will overwhel mour aging and
under-i nvested transportation infrastructure.
Unl ess we as a nation do sonething about it,
our econony will suffer and our way of life
will be greatly dimnished.

The conmi ssion was established by section
1909 of the SAFETEA-LU bill. Purpose of the
commi ssion is to study our surface
transportati on system Qur hi ghways, our
bri dges, our transit systenms, our intercity

rail systenms and our intercity freight systens;
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and we're to determ ne the needs that exist out
there over the next 40 to 50 years. What

i nvestment | evels are needed? W're also
tasked with | ooking at the proper roles of
governnent, what should the role of the federa
governnent be, state and | ocal governnment, what
role can the private sector play in solving

t hese problens and finally, how are we going to
finance all of this investment.

We are charged with | ooking at ways to
rai se revenues for the Hi ghway Trust Fund and
to also | ook at new and alternative ways of
financing such as public and private toll roads
bei ng anpbng the alternatives we'll be | ooking
at .

Just at the outset, | would like to --
and before turning to the other conm ssioners
for any opening statenents they may have, |
woul d like to thank on behalf of all of the
conmi ssi oners our host organi zations, and if
you'll bear with nme, I'll just read them
t hrough because they've done a great job in
both hosting this hearing and hosting the tours

t hat we've had: The Anericans For
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Transportation Mbility, Coalition of

Nort heastern Governors, the Eastern Regi onal
Conference of the Council of State Governnents,
the 1-95 Corridor Coalition, the Metropolitan
Transportation Authority, the New York Roadway
| mprovenent Coalition, the New York State
Department of Transportation, the Northeast
Associ ation of State Transportation Oficials,
the Port Authority of New York and New Jersey
and the Transportation Construction Coalition.

We thank all of you and your staff for
hosting this hearing and for all of the
accommodat i ons you' ve provided for us and the
tours that you provided earlier today.

Al so, before turning it over, | would
like to acknowl edge that we have two officials
here that should be acknow edged and that's
Ri ck Capka, the Federal Hi ghway Adm nistrator,
who is in the back and Ji m Si npson, the Federal
Transit Administrator, who | believe is here
somewhere. There he is.

And with that 1'd like to turn it over to
the other conm ssioners for any opening

statements they nmay have.
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Qur host today is really Frank MArdl e,
so let's start with him

MR. McARDLE: | just want to thank the
host organi zations and all the people at the
host organi zations for making this what | think
will be an extraordinary set of presentations
and hearings for us.

We are tasked with an awesone
responsi bility of weighing out the debate over
transportation for the next 50 years. W
really need to | ook that long-term Those of
you engaged in projects understand that it
takes | onger and | onger now to bring a project
froma first idea to execution.

We' ve been tasked with | ooki ng out 50
years because that 50 years is a horizon we can
all contenplate with, not 300 nmillion people,
but 450 mIlion people here in the United
States. Mre and nore concentrated as |'m sure
we will hear today in coastal, in major urban
centers, for which transportati on beconmes the
life blood of that growmth and success both in
terms of people in the comrercial organizations

for whomthey'll work. And | |ook forward here
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to hearing about this area because many of the
issues that will, in fact, face the urban areas
across the United States will be faced first
here because of the age here, the densities
here and the inter connections that are here
bet ween agenci es and systens of transportation.
Thank you.

MR. SCHENENDORF: Thank you, Commi ssioner
McArdle. Conm ssioner Hem nger

MR, HEM NGER: Thank you, M. Chairnman.
| guess I1'd like to say two things at the
outset. The first, I'"msure is sonething
that's been on all of our mnds and that we had
el ection a couple of days ago, which wll
result in the next few weeks in different
parties running the two houses of Congress. In
fact, the nenber of Congress who appointed ne
to this comm ssion, a great privilege that |'m
honored to have, is about to beconme the first
wonman el ected speaker in the history of the
United States.

So these are significant tinmes. At the
same time |I'mmndful of a phrase that our

first chairman, Secretary Manetta, used to
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1 utter all the tinme and that is, "There are no
2 republican bridges or denocratic roads." And
3 think truer words were never spoken and | know
4 t hat our comm ssion has, so far, and will

5 continue to work in a non-partisan way to try

6 to devel op for the Congress and the President,

7 of whatever party, the best possible

8 transportation solutions that we can devise.

9 The second thing | wanted to nmention in
10 particul ar given our location just a few bl ocks
11 away fromthe former World Trade Center site
12 we appreciate especially the graciousness the
13 Port Authority of New York and New Jersey has
14 shown us. | know they |lost a nunber of lives
15 in their own ranks during those events, and
16 think we are all encouraged to see the ongoing
17 recovery of this great city in this great
18 region and |I'm pl eased to be here.

19 MR. SCHENENDORF: Thank you.

20 Conmi ssi oner Weyri ch

21 MR. VEYRI CH. Thank you, M. Chairman. |
22 very much appreciate the effort of those who
23 put together what | thought was an

24 extraordinarily well thought-out tour this
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nor ni ng; gave us, although brief, insight into
several different transit nodes.

| am particularly pleased because absent
in the discussions thus far, has been
consideration of rail and | think rail, whether
heavy rail, commuter rail or light rail is a
very inportant conponent of our transportation
future. And as Conmmi ssioner MArdle indicated,
we do have to | ook 50 years out. And unless we
understand the role of rail, we will not nake,
in my view, the proper considerations.

So | thank you all for being here. It's
quite an excellent turnout, and | don't dance
or anything, so | guess |I'mhere comng to
listen to policy but again my appreciation

MR. SCHENENDORF: Thank you.

Conmi ssi oner Busal acchi

MR, BUSALACCHI: Thank you, M. Chairnman

Once again, huge things, everybody has
put this together. You travel around the
country and you cone into these areas and the
com ng here to be treated with such class as

we' ve been treated for the short tine that
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we' ve been here, it's very appreciated and
want to thank everybody that has done that.

This area is really indicative of some of
the problens this country is facing. | agree
wi th Commi ssioner Weyrich that passenger rai
has got to fit into all of this soneplace. W
viewed the port situation today and that, also,
is very conplex by its very nature and it's
somet hing that this comm ssion is going to have
to address. But that's why we're holding these
hearings; to listen to people and to listen to
what their ideas are because we know that the
overall situation here is going to be very
serious. So | thank everybody for com ng here
today, and | know when | |eave here | will not
be a Yankee fan, ever. Jack

MR. SCHENENDORF: Thank you.

We have one panelist who is yet to arrive
on our first panel but | think we'll get
started. The -- | unfortunately I will have to
play the bad cop for this. W're going to try
to keep for a schedule. 1In fact, we're going
to try to make up some time because

unfortunately, our tours were a little |ate.
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So we are going to have a five-mnute
timer, and for all of your opening renmarks we
woul d ask that you try to keep to those five
mnutes to give plenty of time for questioning,
if that works for everybody, and | guess are we
going to start with a video presentation

under st and.

[ VI DEC Shifting goods, getting to
wor k, delivering products to consuners, al
these critical functions depends on nmintaining
a safe integrated transportati on system neeting
today's chal l enges to create a prosperous
future.

The 11 states plus The District of
Col unmbi a that conprise the northeast region
forma connected, interdependent transportation
system Highways, transit, rail, air and water
transport all work together and together this
regi on faces uni que needs.

The northeast is the | argest consumner
mar ket in the country and the nost
truck-dependent region. |In recent years rai

freight has increased. W enconpass sone of
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the nost heavily popul ated urban areas in the
country. At the sanme tine we are honme to nmany
rural communities and heavy suburban
devel opnent. This region's distinctive
geography that has dictated travel routes
t hroughout history, coupled with soaring | and
costs, restrict our options for new
i nfrastructure devel oprent.

Qur often centuries-old infrastructure,
deteriorating fromharsh winters, is
over burdened. The northeast denographic is
di verse, with higher percentages of groups who
often rely on public transportation including
foreign born, |ower inconme and ol der citizens.
A significant portion of the U S./Canadian
trade corridor, so critical for internationa
conmer ce, runs through the northeast region

Qur states face many transportation
chal I enges, but we share a common vi sion; that
of a safe, reliable, balanced, integrated
nmul ti-mobile transportation systemand we rely
on our partnership with the federal government
to build and to sustain that system

We have been innovative in cutting across
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the stove pipes of federal transportation
progranms to create new synergies, but nore work
is needed. Unlike other regions the northeast
cannot build its way out of congestion. CQur
agenci es coordi nate operations to nanage
servi ce demands and nmke strategic and
i nnovative investnents to increase highway and
transit capacity. As aresult we're the
nati on's nunber one region for bus, subway, and
conmut er rail

These essential systens relieve highway
capacity demands and i nprove air quality. It
is critical that they be nmmintained, expanded
and i nproved by a continued federal/state
financial partnership. Qur highways, bridges,
tunnel s, buses, subways, ferries, ports,
airports and rail serve nore than the
northeast. They are core to the Anerican
econony and a mmjor gateway to the world,
facilitating a safe, steady flow of people and
products throughout the regi on and beyond.

International trade agreenents negoti ated
by the federal governnent have created great

econonic opportunities as well as
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infrastructure demands here in the northeast
that require federal support. Fromthe cost of
doi ng business to our quality of life and
environnment our ability to nmeet these
chal | enges has enornmous consequences for our
region and the nation.

Now is the tine to address these
chal l enges. Investing in the northeast region
today will ensure new synergies tonmorrow. The
best way to predict the future is to create

it.]

(END OF VI DEO)

MR. SCHENENDORF: Thank you. Qur first
panel consists of three people, Gerry Shaheen,
who is Group President, Caterpillar, and
Chairman of the Board of U S. Chanber of
Conmer ce; Robert Yaro, who is the President of
t he Regi onal Pl anning Associ ation, and Rae
Rosen, the Senior Econom st and Assistant Vice
President of the Federal Reserve Bank of New
Yor k.

Let's start with M. Shaheen; would you
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like to -- five mnutes.

MR. SHAHEEN: Yes, Jack. Five ninutes.
Came a long way for five mnutes.

Again, nmy name is Cerry Shaheen. [I'ma
Group President of the Caterpillar. |'m
Chairman of the U S. Chanmber of Commerce, and
I"'mgoing to cut to the quick

My conpany, Caterpillar, uses
transportation. W're involved in
transportation. Everybody thinks of us as
bei ng involved in transportation by building
it, but gentlemen, we use it. And if we use it
we're not conmpetitive. And if we're not
conpetitive we're going to go somewhere in this
world to be conpetitive, because we are going
to be a global player; we are going to survive,
and we're going to go where it takes to be
conpetitive. And transportation in this
country is breaking down.

We tal k about a crisis in the future;
we're there now. W operate nore than a
hundred production facilities in over 40
countries; we sell our manufactured goods to a

network of 200 independently owned deal ers; we
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enpl oy 90, 000 people; 17,000 in a Peoria area,

which is the world headquarters of Caterpillar.
For those of you who don't know where Peoria
is, it does play there; and it is hal fway

bet ween Chicago and St. Louis and it's a very

good place to do business.

Now, |'m going to nove through ny
remarks, and sinply tell you that every day
1700 trucks nmove Caterpillar products, parts
and conponents around our country. Annually,
these trucks log in nore than 439 million mles
on our nation's highways and our truck mles
have grown nore than 20 percent in the last two
years during this boom econony that we don't
want to recognize but that we clearly are in.

We al so have a third-party logistics
busi ness where we supply and provi de hard
technol ogy and war ehousi ng expertise to
third-party conpanies. And | would nane them
but I won't, but we have over sixty clients;
they're very inportant to us. And we're a
proud member of the transportation comunity,
and we're proud of the role that we have pl ayed

i n hel ping President Eisenhower's vision of a
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20th century hi ghway systemcone into fruition

Now, what about the future; how are we
going to handle the future? Well, let ne nove
forward here and sinply say that to have a
strong vision is one thing, gentlenen, but to
be able to pay for it is quite another, and
that's where we al ways get hung up

| appreciate this comm ssion's efforts to
exam ne alternative transportation funding
sources. Many of you, | hope, know that the
U.S. Chanber's public policy think tank, the
Nati onal Chanmber Foundati on, conmi ssioned an
i ndependent study to identify ways to fill the
gaps in highway and public transportation
investment. We don't have all the answers and
what we publish doesn't nmean we necessarily
agree with, but we can say this: That the
study did conclude that indexing the federa
gas tax to inflation nust be considered. It's
the only mmjor existing user fee not presently
i ndexed.

Since 1993 the last tine the gas tax was
adjusted it lost one-third of its purchasing

power, through cost of living and inflationary
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pressure on it.

Qur study al so recommended t he
st akehol ders consi dered cl osi ng exenptions to
the Hi ghway Trust Fund so that revenues
collected for surface transportation are, in
fact, spent on transportation. This is one
recommendation | can say, unequivocally, the
chanber whol eheartedly endorses.

Federal and state governments should
consider the California exanple. 1In 2002
voters were overwhel m ngly approved a
| egi sl ative constitutional anmendnent that
requires gasoline and diesel fuel sales tax
revenues to be allocated to specific
transportation projects. Together, the gas tax
and state wide sales tax in California
generates sone five point billion dollars a
year.

The i npl ementation of a user fee for
alternative energy cars is another option that
shoul d be considered. Rather than exenpt them
fromeverything, our study found that people
driving hybrids may not be paying their fair

share to maintain our roads. Hybrids use |ess
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fuel; that's commendable. But when you have a
revenue stream based on fuel, it points out
that they're not paying their fair share of the
wear and tear that their autonobile node of
transportation is causing on the system

M | eage- based transportati on revenues
systenms shoul d al so be considered. For
i nstance, states should consider vehicle mles
of travel, VMIs, as a way to reduce the gas
t ax.

Let me stop and neke a few ad-lib
comments if | will.

Gentl emen, the hi ghway systens of today
are what the navigable rivers were when this
country was formed. They nove the econony.
They create the econony. Just |ook at where
roads have been built and what's happened
around t hose pods of econom c devel opnent .

We can't continue to rely on the coasts
of our nation to be the center of our
econonics. W have technol ogy today and if we
have the proper system we can nove peopl e and
goods effectively. And while we're thinking

about it, and while we get caught in the norass
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of what to do, China is doing it. They're
going to build a transportation systemthat
will link their country together and make it
even nore conpetitive than it is today in the
wor |l d scene.

Conmi ssi oners, thank you for allow ng ne
to make a few brief remarks this norning. |
| ook forward to your questions. Thank you.

MR, SCHENENDORF: Thank you and just so
everybody knows, your full witten statenents
will be placed in the record.

M. Yaro.

MR. YARO. Thanks very nuch. Thanks for
com ng to New York and thanks for giving us
this opportunity to discuss with you the
transportati on needs of the New York
nmetropol i tan area and of the nation.

I'"'m Bob Yaro; |I'm President of Regiona
Pl an Association. We're the ol dest independent
nmet ropol i tan pl anning organi zation in the U.S.
and | guess in the world, founded in 1929. And
while our primary focus is on the New York
nmetropolitan area the tri-state regi on around

New York, we occasionally engage in urgent
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nati onal issues faced in netropolitan areas.
And recently RPA convened the Nationa

Conmittee for Anmerica 2050, a group of regiona
pl anners, researchers, government, civic,
acadenmic | eaders to neet the challenges and the
opportunities of Anerica's rapid popul ation
growth that's expected by md century.

This country is expected to grow by 40
percent by 2050, adding at |east 120 million
people. The National Comrmittee for Anerica
2050 is pronoting an anbitious infrastructure
and econoni c devel opnent framework, really in a
set of bottom up strategies and ten energing
nmega regions; |large networks of netropolitan
areas |like the northeast corridor that are now
energing all over the country.

And we believe these nega regions are the
new competitive units in the gl obal econony and
nmust conpete with simlarly sized -- the term
t he Europeans use, is global integration zones,
i n Europe and Sout heast Asia, where tens of
billions of dollars in both public and private
i nvestments have been made in high-speed rai

and goods nmovenent systens to support the
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hi ghly nobile work force of the gl obal econony.
And if Anerica is to conpete internationally
it has to nake the sinilar dramatic investnents
inits nmetropolitan infrastructure systems to
keep pace.

Much in the manner of the interstate
systemin the last century, our surface
transportation policy must provide a bold
framework for another half century of work and
devel opnent. In doing so it will lead to
accommodat e popul ati on growth, nove goods and
transition alternative energy sources and
alternative transportation options that could
be supported by increased densities.

Qur netropolitan regi ons can accomopdat e
the projected increases in population in this
country if we focus density around transit
systems to continue to expand our transit
syst ens.

Hi story has shown that as public
authorities invested in the safety, efficiency
and operation of these systens the public has
responded by riding transit nore frequently.

And New York is the perfect place to
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begin this discussion. The New York region
boasts the highest use of public transit
anywhere in the country and our systens are
struggling to cover operating costs, and invest
needed capacity and support our grow ng
regi onal econony and popul ation. And these are
-- by the way, this problem of managing -- of
creating capacity for gromh is an issue here
in New York City where we're expecting to add
over a mllion new residents over the next
decade. It's an issue in the New York
nmetropolitan area where we're expecting to add
four mllion additional residents and three
mllion jobs over the next 25 years in the
nort heast, which is one of the slower grow ng
mega regi ons where we expect to add 19 million
to the 49 mllion already here by md century
and in the nation as a whole

So we've got this challenge of creating
capacity in the city, in our region in the
nort heast, and the nega regi ons across the
country.

But we believe that capacity expanding

projects |ike what we call our mega projects
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here in New York, Second Avenue Subway, East

Si de Access, and Trans Hudson Express Tunnel
the new transit |ink across the Hudson River
from New Jersey are going to be needed if this
region is going to acconmodate the growth
that's projected to cone here

We al so nust support the construction --
anot her big project here in New York is the
Moyni han Station, [inaudible] Penn Station, the
| argest transportation hub in the country, and
where we've got both security and capacity
probl ens.

The | ocal strategy here in New York has
to be coupled with investnents in Antrak's
northeast corridor to inprove the corridor, to
i mprove the speed, frequency, and reliability
of intercity service

And if you think about it for a nmonent,
the growmh of netropolitan areas in the late
20th century was enabl ed by the creation of the
interstate system The region's netropolitan
areas that are 30 to 60 miles across work wel
with limted access highways. If you stand

back and think about it, the mega regions |ike
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the northeast corridor, that stretch from 300
to 5- or 600 miles across, they're too big to
be served efficiently by highways, too small to
be serviced efficiently by air; and rail
intercity rail and ultinmately high-speed rail
is probably the answer to the nobility, at

| east the intercity and the nmetropolitan trips
in these places.

And, of course, we've got these enornous
capacity problens on |1-95 and the other
interstate |inks of the nega regions and
comerci al aviation system where New York and
Bost on and Phil adel phia and others are adding
capacity but we're still going to run short of
t he needs.

So we think the nodel we've used here,
whi ch has been a good one, could be a nodel for
the ot her energing mega regi ons across the
country.

| need to add that we believe that we
need to continue to invest in the nation's
hi ghways and create new capacity on the
intercity legs of the interstate system adopt

intelligent transportation pricing systens to
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manage congestion and to nmanage traffic
i nci dents.

Hi ghways shoul d be connected to networks
of conmmuter rail, connected to airports, so
that each will provide redundancy and gl oba
choice, fare and toll paynents are seanl ess.

Finally we need to prepare and contend
with the major inmpact with goods novenent on
our nation's highways. Goods nobvenents are
i ncreasing by three percent a year in this
region and we sinply don't have the capacity to
accomodate the growh that's here that's
expected. This is a conpetitive issue.
Foreign trade is growing, putting a greater
burden on airports, seaports and hi ghways.
This is conbined with transport's just-in-tine
delivery with retail businesses consolidated
and shifted large parts of their inventory
trucks traveling on the hi ghways.

Pricing and demand nanagenment are two
ways of dealing with truck novenents on
hi ghways so the inplenmentation of truck-only
toll lanes, waterborne and rail solutions, we

bel i eve, can conplenent the interstate system
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and better nmanage an expanded interstate
system

None of these investnments would be
possi bl e unl ess we do a better job of finding
the funds to pay for them Today in the U.S.
the primary source, as you know, our funding
for surface transportation is the federal notor
fuels tax of 18.4 cents a gallons, comonly
known as the gas tax. Gas tax raises 31
billion a year.

Gas tax is a good tax; it raises a |lot of
revenue, it's appropriate for an aging
transportation system it provides incentives

to conserve energy and it's easy to admi nister

And the problemwith the gas tax is it
doesn't change when prices change. |Its
pur chasi ng power rose with inflation it would
i mprove vehicle mleage. Purchasing power of
the gas tax declined by $4,000 for every
mllion mles traveled from 1999 to 2004.

To combat the eroding gas tax road and
rai se the revenues that are needed we shoul d

shift to an ad val orem gas tax, we believe; a
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percentage tax on the price of fuel. Ad

val oremtax on notor fuels can raise a steadier
stream and nore reliable stream of funds

wi t hout requiring frequent increases. Using ad
val oremtax captures the increase in prices
that today are going solely to the oi

conpani es and foreign governnents.

RPA estimates ad val orem gas tax of ten
percent would raise approximately 32 billion a
year, roughly equivalent to today's revenue
fromthe gas tax. 15 percent ad val oremtax
brings 48 billion annually. Ad valoremtax has
t he added advantage of --

MR, SCHENENDORF: |If | can just
interrupt, we're trying to hold people to five
mnutes so if you can just summarize

MR, YARG |'m done.

We also think that tolls are part of
this. Tolls raise about 6.5 billion a year
one fifth of the anmpunt raised by the gas tax.

And, obviously, just to conclude, we
believe that these are conpl ex probl ens,
they're going to be conplex answers, no silver

bullets. W' re going to need a range of both
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public and private sources to finance the next
generation infrastructure.

Punch line: W need to make sone big
i nvestments. We need to get creative. If we
don't do that, it's going to be reflective on
the conpetitiveness of this region, of nega
regi ons across the country and on the country
as a whole. Thank you.

MR. SCHENENDORF: M ss Rosen

MS. ROSEN. Thank you for inviting me to
speak today. |I'mfromthe Federal Reserve Bank
of New York, and our district is just part of
Connecticut, southwest Connecticut actually,
New Jersey and New York, so nmy know edge
stretches up the coast as far as Boston but it
gets sketchy when we start getting up to New
Hanpshire and Vernont.

I brought sonme charts because | was asked
to denmonstrate the |link between transportation
and the econony, and | thought we could best do
this graphically.

If you could put the first one, please.

This is a picture of payroll enploynent

in New York City. As you can see there's
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really been no job growth in al nost 50 years;

that's the point of the chart. How do we have
a robust driving econony when there's been no
j ob growt h?

Next chart. Over this tinme, however,
real incone, with personal incone adjusted for
inflation, has nore than doubled. It's
averaged growth of real terns two percent a
year. So you have to ask what's happened in
this econony that we can do this. Because this
will be a phenonena that will be repeated up
and down the coast.

We have | arge aging cities which can
grow. By growth, however, we m ght neet
econonmic growth but not necessarily popul ation
growt h; but what do we need to do to acconplish
t hat .

Next chart. Each day into New York City
and out of New York City we bring the
equi val ent of three cities worth of people, and
as you see in the chart about 760,000 people
nove in and out on a routine basis. So we're
drawi ng on a very |large | abor pool

Next chart. The | abor pool for New York



0030

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

City is close to nine mllion people. And that
is the basis on which we've been able to

i ncrease output despite what really amunts to
a fixed |l abor market. W' ve drawn on a range
of skills that couldn't be filled just in the
five boroughs. W' ve drawn the best of the
best that comute into Manhattan to serve a
nati onal and international |abor market and the
m x of what New York City has produced has

evol ved over the 50 years so that everybody's

i ncome has grown, the standard of |iving has
risen, the nunber of jobs has been flat.

Now, going forward, if we don't have the
transportation structure that permits us to
continue that kind of people nmobility, the
econony will stagnate and decline because you
can't find the range of people you need just
within this small pool here for the kind of
gl obal conpetition that provides New York.
We're pulling in the people fromthe tri-state
ar ea.

Can | have the next chart, please.

And that would be my -- | think it's the

final chart. Fully ten percent of northern New
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Jersey commutes to New York City and they make
over ten percent of their inconme here. But we
have an equally large amount coming in from
sout hwest Connecticut. W have -- it used to
be 30 percent; it's down to 20 percent of Long
I sl and. Westchester has an exceedingly high
percentage of its population commuting here, so
it's the nmega city, which Bob defined, and that
really is the prototype going forward. And
where you don't have the transportation pieces
to deliver it, such as Stanford, Connecticut,
you have a city that's constrained and can't
grow. The joke is that they bring in people
before 2: 00 because they can't get themthere
after 2, the highways are so congested.

And if you go south, you have the sane
phenonena. Slowly growing cities in ternms of
popul ati on, nmore rapidly grow ng output, but
the thing that enables us to do this is a
transportation systemthat allows us to pull on
a whol e range of people with the kind of skills
that we need to neet an evol vi ng econony.

And | titled this, "The Agglonerative

Scenario," and by that | nmeant what the



0032

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

transportation allows us to do is have

know edge spillovers. So when you pull them
all in, the finance comunity also pulls in
legal, it pulls in advertising in New York
City, it pulls in banking; it draws on a whole
range of other activities. And that's a
beneficial cycle in that it increases

enpl oynment across the board, across nany

i ndustri es.

It nmeans that we have a very deep | abor
pool. People will come to New York City
because if they lose their job at one bank
that's nmerging, there are 18 ot her banks they
can find enploynent at.

And lastly it means clusters of scale.
We coul d have highly specialized | ega
conpani es that | ook only at bankruptcy
[unclear] locally the transportation sector
because the vol une of business is so |arge
here.

Well, that's the future of a conpetitive
city and it doesn't work wi thout a very evol ved
and conplicated transportati on system

MR, SCHENENDORF: Thank you very much.
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Thank all of the panelists. 1'd like to start
the questioning with Comr ssioner MArdle.

MR. McARDLE: Not quite sure where we
should start on this. Perhaps I'd like to
start with Rae Rosen because there's a specific
gquestion that | would ask you. Wat's
interesting in the charts that you present --
are you famliar with the work of a gentleman
named Ed Seal y?

M5. ROSEN:  No.

MR. McARDLE: Ed Sealy worked for New
York City Departnent of Transportation at one
poi nt, among many agencies, and he did a study
that took the charts you presented and drew a
conclusion that | think you' re drawing as well.

And he argued that the transportation system
here, basically in place before 1950 for al

i ntents and purposes, not having changed in
shape since 1950, effectively capped the nunber
of jobs that you could have in New York City
because if you did not add nore transportation
capacity, if you could not find ways of
capturing nore bedroons to get people into the

core, you sinply could not add jobs.
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You could build office space but you
woul d shuffl e people around unless you added
t he connections into the bedroom communiti es.
And he argued very strongly that it was that
transportation el enent, not anything else that
really got New York City to the 3.8 to 4
mllion job range at which point it always
seenmed to stall out.

And | think that's the conclusion you're
ki nd of drawi ng as well

MS. ROSEN. | would agree with you. The
we' ve tapped the | argest possible |abor poo
and it doesn't go beyond that because we can't
really bring themin and al so we can't house
t hem

So you do have to be able to bring them
in, and in a high -- either bring themin or
create the circular transportation system which
woul d enable themto go fromconmunity to
comunity in the outer circle. But that
doesn't exist either, so you could have that
devel opi ng.

I was talking with a gentleman | saw in

Atlanta, it appears to be this outer ring
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that's devel oping but it's extraordinarily
difficult to get around that outer ring because
you're going to need both pieces in the
transportation linking them because your
housing is so incredibly expensive. Your cost
of production is so expensive in the inner city
that you will constantly be pushing out | ower
and | ower levels of activity and the only thing
that permits you to do this and then hold on to
the higher levels of production and have this
continuous revolution is that transportation
system

MR. McARDLE: Thank you.

MR. SCHENENDORF: Commi ssi oner Hemi nger

MR, HEM NGER: Thank you, M. Chairnman.
As ny col |l eagues know, we spent a lot of tine
in our field hearing in Dallas tal king about
tolls. And today, at least in two pieces of
testi nony, we heard about the gas tax so maybe
this will be equal time for the gas tax here in
New York, and |I'd like to ask each of you a
guestion about it.

M. Shaheen, as | recall the study that

t he Chanmber of Commerce did, not too | ong ago,
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on transportation need, identified a very |large
nunber in terns of an annual gap. It nay have
been on the order of a hundred [unclear]
[billion/mllion] dollars, and if you were to
translate that into just the federal fuel tax,
and | know your study |ooked at all |evels of
governnment, it would be about 50 cents per
gal | on.

Is the chanber willing to support an
i ncrease whether at the federal or state |eve
of that size?

MR. SHAHEEN:. Conmi ssi oner Hemi nger
that's a good question and |I'm going to dodge
it abit. W put --

MR. HEM NGER: You got a |ot of conpany.

MR, SHAHEEN. We put this study together
and | didn't -- | was not -- didn't have the
time to read nmy text in full, but | said the
Chanber doesn't sponsor each and every one of
the recommendati ons that came back fromthe
st udy.

We wanted it to be an instigator of
t hought, kind of |ike what you're doing.

You' re asking very relevant questions. | would
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poi nt out, however, that there isn't one nmgic
bullet that's going to solve the revenue needs
of transportation. |It's going to have to be
wel | thought out. The people that use this
system are going to have to pay. W have to be
sure we keep it in the hands of all of our
citizens and busi nesses and don't exclude them
because they nmight not be able to pay, but
we're going to have to becone innovative.
We're al so going to have to consider
public/private partnerships that basically
create a business out of transportation, if
there is demand in an area that will pay for
it.

So | don't think there's any one
solution. | think we have to be prudent. W
know there's a political elenment of this, but
as a businessman and in ny role at the Chanber,
Conmi ssi oner, speaking on behal f of al
busi nesses, this -- without transportation, our
busi nesses won't flourish, as proven by the New
York nodel if |I can refer to what we've heard
here today. | didn't know that jobs were

stagnated in New York, but | understand it. |
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understand it.

And so that's going to creep around al
of our big cities and into our -- the mddle
part of our country if we don't recognize that
the economics starts with transportation

Transportati on and education are the two
bi ggest chal l enges to business growth in this
country today. An educated work force or we
have another crisis we could spend a lifetine
on and transportation.

MR. HEM NGER: M. Yaro, a simlar
question for you and one of the interesting
things in your testinmony, and | do have to
comrend the work you're doing on America 2050
and Commi ssi oner McArdl e provided the
prospectus to all of us, and it's really usefu
work, | think it's really going to help us in
our work as well. You talk about converting to
an ad valoremtax, but then you just sort of
give a couple of exanples. You know, the
current tax would equal 10 and 15 cents would
equal this.

Have you delved into the notion of how

hi gh that percentage tax ought to be in order



0039

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

to support the needs that are illum nated?

MR, YARO. Well, | think what you're
hearing fromus, and | agree with the previous
speaker, that there are no silver bullets; that
we're not going to solve this problemjust with
the gas tax but the gas tax should be a really
i mportant part of it.

It's interesting. | was in Italy |ast
nonth and it got a |lot of attention over there,
not as nmuch attention here, but Bob Lutz, Vice
Chai rman of General Mtors at the Paris Auto
Show nade a very strong statenment saying that
the U S. autonobile industry, in order to
survive, needs to see stability in gas prices
and he recommended gas prices that were in the
same nei ghborhood as European gas prices; get
the total cost of fuel per gallon up in the $3
to $4 a gallon range. He said they've got to
have it to do product planning in this country,
to be able to export U S. nmade vehicles to the
rest of the world. So, you know, it isn't just
folks are worried about the economy in New York
City, for example. This is an inportant issue.

We've got people in the industry, you know,



0040

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

for a change and -- but we've done sone
calculations; | can provide those to you.
And by the way we we, | think, have

sonmething |i ke 60 percent of the toll revenues
in the country here in the northeast, and this
is a tine honored systemhere. W have the EZ
Pass systemfrom Virginia to Maine; it works.
There's about an 80 percent market acceptance
now of EZ Pass electronic tolling. And so
automated tolling which then creates the
setting for public/private partnerships, it
al so creates a setting for public authorities
in sonme cases; also creating capacity expansion
in the transportation system again, with |
think sone judicious increases in the gas tax.
Again, | think the idea behind the ad
valoremgas tax is that we just shouldn't be
l ocking in on a nunber through an act of
Congress every decade that the tax revenues
need to respond to the price of fuel and to the
needs of the system And, you know, we're
outliered [ph.] by using this outdated, this
arbitrary congressionally inposed tax.

MR, HEM NGER: And finally, M ss Rosen
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maybe | can extract a little bit nore out of
you with a nmore specific question. A couple of
weeks ago, the, | believe, former chairman of
the President's Council of Econom c Advisors,
who's now at Harvard, had an op-ed in the Wl
Street Journal. And he endorsed a dollar
increase in fuel tax, primarily on the grounds
of pronoting alternative energy sources, being
nore effective in CAFE standards, which are
nore of a command and control approach, as wel
as rebuilding infrastructure.

What do you think of that, as a fellow
econom st ?

MS. ROSEN. | think George Benson is al so
the one who tal ked about col |l apsi ng housi ng
prices ten years ago.

MR. HEM NGER: So you think he's wong
about this too?

M5. ROSEN: | think his comrent was
correct in terms of creating an interest from
the public in efficient vehicles. It was
pretty clear with the novenent to SUVs and four
by fours that if gasoline prices don't keep

pace with the cost of other goods, consuners
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will go right back to larger, nore powerfu
vehicles. So | think one way of really
encouragi ng the consumer to vote their
pocket book, which they usually do, could be a
test, but I don't knowif that's the only way.

MR, HEM NGER: Okay. Thank you.

MR. SCHENENDORF: Conmi ssi oner
Busal acchi

MR. BUSALACCHI: Yes, this is for -- and
probably I'd |ike to hear fromall three of
you, but let's just assunme for a second that we
get the magic tax in place and everything is
honky dory. W seemto get into this trap of
not tal ki ng about needs. And you know we've
got to get back on track and tal k about needs
not public/private partnerships. W've got to
tal k about what's got to be done in this
country, and | think the other -- the trap that
we get intois -- when we're doing this we tend
to concentrate on hi ghways for the nost part.
And | just want to know what your feeling is
because when we get into an area like this, you
know, | really get excited when | get into an

area |like this because | see all the transit
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and the intercity passenger rail and things
like that and how are we going to -- how are we
going to fund that?

Wel |, when you look at this area here,
shoul d that be part of this magic bullet or
this fix? Because it's not now. | nmean we al
know how it happens now, and | think nost of us
feel it's really broken. So if we were to get
this magi c revenue stream should rail be

included in that?

| nean, obviously, | feel that way but |
want to hear fromyou because we just -- we
seemto be always kind of -- we start talking

about this and we tend to get into the trap of
tal ki ng about trucks and cars, as well we
shoul d, but we kind of push rail again to the
side and it's such a huge part of this part of
the country. | mean just what we saw today.
And so | want to know what your feeling is
about that. Should we put nore focus on that
or less or what?

MR. SHAHEEN:. | think you ask a very good
and deep question, and | respond as foll ows:

The problem of New York City in this regionis
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not necessarily the problem of Atlanta or
Chi cago or Peoria or Omaha. So when we talk
about transportation, talk about it as one
arrow we' re making a m stake, and you're
recogni zing that, and you know, let's talk
about rail. You know, where is rail? Wat is
rail? How do we want to use rail?

Rail could be a reliever. | think when

people get into the debate of cars, trucks,

pl anes and rail, everybody's fighting for the
prem er position. In my opinion, rail is a
reliever. Rail does sone things very well; it

does other things very poorly in the schene of
things. So I think if we | ooked at our
transportation challenges nore regionally than
national. W've got a national problembut the
same solution won't fit all, and rail does have
a role. There should be relief in
transportation of people with rail in the
nort heast because you're highly concentrated.
You' ve got the road beds; you've got to inprove
the service so people want to use it

In other parts of this country you're not

going to get away from i ndivi dual autonobil es,
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1 et cetera, because of what else isn't there to
2 use. So if you'd allow nme to expand your

3 gquestion to: Does one size fit all? 1'd say
4 qui ckly no, it has to be regional. It has to
5 sol ve the transportation chall enges of the

6 region and New York is a good exanple. Does

7 role play -- does rail play a role? Yes, but
8 in my opinion, personal opinion, it's a

9 reliever role. It does very good with hauling
10 commodities; very good at hauling weight and
11 very good at handling people when there's

12 congestion around it, but |I don't think it's a
13 nati onal solution to what we're dealing wth;
14 think it's regional.

15 MR, YARO. | would argue that when you
16 | ook at these ten nmega regions, | would urge
17 you to go to the centerfold, centerfold of this
18 America 2050 report where these are mapped.

19 The consistent thene in all these places is
20 that they've all run out of capacity on the
21 hi ghway systens and many of them have run out
22 of capacity on the transit systens as Rae
23 poi nted out both here and predictably here in

24 the northeast, New York, Boston, Philly, and so
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forth, but | think sone of the sane capacity
constraints are there in the rest of the
country.

So | think what you're hearing from all
three panelists is that the key to the future
conpetitiveness and livability of America's
econoni c engines, this big netropolitan area
and networks of nmetro areas, mega regions, is
create a new capacity and transportation
syst ens.

Sone of that could be accommdated on the
hi ghways and particularly in the intercity
routes, there probably is the potential where
ri ghts-of-way and so forth, but you get inside
of the beltways and we just don't have the
rights-of-way in nost of nmetropolitan Anmerica.
There's no place to put additional cars or
trucks and so we got to get creative. It
probably neans that we need to nove to
internobile systens and rail. And | agree that
rail can relieve highways. | think we may find
gi ven the increase in goods novenment the
capacity of those interstate links is just so

precious that we can't afford to have single
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occupant vehicles out there occupying space.
We've got to give people alternatives that are
conveni ent and safe and well priced and so
forth, and that nmeans rail. It neans
intermobile |inks between the highway system
and the rail system It probably neans inprove
rail freight. You' ve got kinks in this region,
in the rail freight system it doesn't get
across the Hudson River, it doesn't connect
well to airports and seaports and so forth.
Sanme thing going onin L.A, in the Port of
Cakl and and in some of the inland ports in St.
Loui s and Kansas City and Chi cago and so forth.

So | think we need to be thinking about
mul ti nobile systens and | agree this is not
one size fits all; that the needs would be
different in each of these mega regions.

We need bottom up strategi es but
consi stent thenes; nore capacity in the
interstate system between cities and expanded
rail and inter nobile links within nmetropolitan
areas in the mega regions.

MS. ROSEN. Speaking just about the

nort heast, nost of our manufacturing is noving
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i ncreasingly offshore to China and the Asian
countries and the bul k of the buying power in
the US is along the east coast, certainly east
of the Mssissippi. So the efficient handling
of that freight as it cones back in; it's
crucial to the devel opnent going forward, and
we don't handle it efficiently right now

We can't get it off the boats easily in
the port of Elizabeth, Newark; and we don't get
it onto -- any volune of it doesn't get on to
rail, it goes on truck. This is not an
ef ficient viable systemgoing forward for the
ki nd of goods and freight growth we're going to
have. So it's rather inportant that we solve
that and the trucks that carry that back up al
al ong 1-95, back up into Connecticut and
Massachusetts, so we under-use rail for freight
and that should be part of the solution.

But 1'd go a little bit beyond that and
say we al so need help creating nulti-state
jurisdictions because we al so need to have
rati onale efficient use of our airports. And
here we're crossing -- because of the

uni queness of New York we cross the tri-state
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area and it isn't just sufficient to have a
coordi nati on of Newark, LaGuardia and Kennedy.
It's beconme really apparent we need to know
what's going on at Teterboro and we need nore
efficient use of that and we probably need to
bring Stewart in, Stewart International in as
wel | because sone of the backups that we've got
in the New York side might be dissipated if we
use those airports nore efficiently. But
creating the tri-state structure is a difficult
t hi ng.

It's New York City, which is this big --
the econony is alnost as big in New York City
as that in Massachusetts. So, it's a state in
and of itself and it's got to work through a
governor and then it's got to have sone way to
get to the other governors; this is difficult.
And we need the federal government's help to
create that kind of organization that will help
us to solve those problens.

There's a bridge, the Tappan Zee Bri dge,
whi ch Connecticut really wants expended. |It's
really crucial to Connecticut, but it connects

to parts of New York State. So how does
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Connecticut make its voice heard? It's tough
So we need help in pulling these organizations.
We need sone help fromthe federal governnent

in setting up a new entity that can neet and
work this out.
And |1'd add that EZ Pass shoul d have been

adopted rmuch sooner if there had been sone

coordi nation. In sone states [unclear].
MR, SHAHEEN. | want to support bringing
ports into your equation. | don't knowif it's

there or not, but as a mid western

manuf acturer, we're -- that does over half our
busi ness outside of this country, and by the
way, Caterpillars are net exporters to China,
so it's inportant that we nove Anmerican goods
out. The ports in this country are becom ng
clogged, if they aren't already.

It isreally a challenge to get tinely
shi pment both out and back into this country
through our ports; and it usually breaks down.
You can get it to the waters outside of the
ports. You can even get it in. You can't get
it out of the port. So | think -- | hope you

expand your view to |look at all of that as part
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of your transportation fornula.

MR. BUSALACCHI: Well, you know, you just
hit on sonething and | think -- so by saying
that it's your feeling that the conm ssion also
shoul d | ook at how goods are noved in and out
of ports such as trucks and trucking.

MR. SHAHEEN:. O rail.

MR. BUSALACCHI: It's my understanding,
you know, | nmean, | think | have a little bit
of knowl edge about the trucking industry, that
you're getting very close to neltdown in this
area because of the shortage of truckers. And
t hat should be part of our charge as well if

you're throwing this all into the mx; correct?

MR. SHAHEEN. Yes and sone ports do have
rail capability, too. Don't exclude rail from
that. |In fact, you know, if business were
attacking this problem we would go about it
differently because there would be a profit
notive in it and we'd nmake the best efficient
decision for the long-term But don't discount
time rail to ports because as far as | know in

the field, the world economnmy is going to
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continue to be global in the world, so goods
are going to be going through and out and so
forth. |If we're concerned about the econony,
we have to consider the ports and not just
truck, 1'd suggest.

MS. ROSEN. Could | just add, |I'msorry
if I was too subtle, but the problemis rail at
the Port of Elizabeth in New Jersey, in that we
don't meke efficient use of the rail that's
t here because there are different kinds of
ownership in New Jersey and so sonme use of sone
rail is precluded fromfreight. And | don't
know how you -- | don't think there's a
consensus on how you sol ve that probl em but
it's going to require considerable
del i berati on.

MR. YARO. I'll come back to sonething
that you said Commi ssi oner Busal acchi, and that
is that we need to start with the framework.

We need to start with the vision for the future
of the transportation system and then you can
back into how you're going to pay for it.

| think what you're hearing fromall

three of us is that we've got a terrific md
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20th century transportation systemin this
country and we've got a 21st century econony
that just doesn't match up with the
transportati on system any | onger

I'"m kind of an amateur historian of
pl anning history in this country. You know,
we' ve had three -- we've had well, two ful
nati onal plans. One with Jefferson and one
with Teddy Roosevelt and then two others with
Li ncol n that would have gone farther had he not
been assassinated. And the npbst recent one
wi th Franklin Roosevelt, and that's where the
interstate systemcanme from And every half
century in American history, the federa
governnment has stepped forward and created a
vision for the future of the country and its
econony and transportation system

And | want to agree with what M. Shaheen
said here earlier and that is that the
transportation, you know, essentially is the
nei ghbor of the econony. You know, we've had
so nmuch attention to education, which is
vitally inmportant, but we have to be thinking

about people and about place, if we're going to
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be thinking about a 21st century econony.
Today's conversations about place and
creating capacity in the productive pl aces
around the United States, the places that drive
the national econony, and this port issue and
the freight issue, is probably Exhibit A W
have a -- we have a national freight and goods
nmovenment system that was designed around an
econony in which about five percent of the
econony was in global trade. W' re now what?
About 15 or 17 percent and going up rapidly,
and the transportation systemsinply is not
keeping up with the econony that's energing.
It's not enabling the U. S. econony to grow.
And several tinmes in Anmerican history
we' ve created bold visions for the future of
the transportation system and then it's really
been part of a bold vision for the future of
our econony and for our, you know, for the
wel | -being of the whole country. [It's time to
do that again, and then you can have a
conversation about how to pay for it. But
first we've got to have this bold vision for

what the future of the country is going to be
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and how we're going to nmake sure that every
region of the country, you know, has a chance
to be a part of the global economny.

And | think nost particularly, the given
is that you've got these unbelievably
productive places like the northeast and nine
others like it around the country that are
going to be the drivers of the U S. and the
gl obal econonmy. And we just don't have a
transportation systemthat's going to allow it
to succeed.

The rest of the world is noving ahead
with these investments and we've been sitting
here on our assets, quite honestly, and so we
need to start with a vision and then we can
tal k about how to pay for it.

MR. SCHENENDORF: Thank you.

Commi ssi oner Weyrich

MR, VWEYRICH. Well, | associate nyself
wi th what has been said. | do think that there
has been a great |ack of vision when it cones
to integrating rail into the netropolitan areas
that are going to be rmuch larger in the future.

It was nmentioned here that 80 percent of the
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public is going to exist in the coastal areas.
And if we're to project 50 years out, then we
have to understand that, and we have to project
accordingly, and I amjust wondering if any of
you have any coments al ong that |ine.

MR, SHAHEEN. Wiy woul d any of us, if we
could control it, want to amass 80 percent of
our population in coasts if we didn't have to?

And if -- you know transportation can be
that nover of people el sewhere. If we put 80
percent of the people in the United States on
the coast, in the future, 50 years from now,
whatever the tinme frane is, I'"magetting a
little out of nmy elenent here but that would be
the craziest thing we would ever |et happen
Now, we can't dictate. This is a free country.

But we can create econonic prosperity
el sewhere that will cause people to move. Who
woul d have thought Atlanta 50 years ago woul d

be what it is today? They made it attractive.

And so you know transportati on can al so
be an instrument of social change, as subtle as
it is, if you can allow people to go to places

where they can have good |ives and they can
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take care of their famlies, et cetera. W
don't have to let it happen if we don't want
to.

Now, if we don't inprove our
transportation people will cluster on the
coast; they always have. But |I'mnot sure we
really have to let that happen if we don't want
to. And transportation could be the subtle
instigator to get people to nove. Chinais
doing that. Now, it's alittle different
system adnmi ttedly.

MR, YAROC  Europeans

MR. SHAHEEN: And the Europeans as well

MR. YARO. To say that, obviously, there
is a concentration of popul ation along the
coast but we've also got very vital places in
ot her parts of the country. M dwest, for
exanpl e, has been underperformng. It's pretty
interesting if you | ook at the approach that
t he Chinese, for exanple, and the Europeans
have been taking to underperform ng regions
like that. |In both cases they' ve been
i nvesting hundreds of billions of dollars in --

alot of it's in infrastructure, a lot of it's
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in inproved rail and highway systens, a lot in
education and urban redevel opnent, urban
re=greening and so forth. But we're really

al one anong the industrialized countries, in
just saying, well, if we've got a seven or
eight state region that's in trouble, well
have a nice day. O Ms. Thatcher once said
"Get on your bike." That was her strategy, by
t he way, just before she got voted out of
office. And whether it's the UK or Germany or
Japan or China or Korea, these bypass and
under perform ng places, national governnents
are reinvesting in these places, and
transportation is a really vital and
fundanental part of those strategies, but,
again, the strategies need to be broader than
t hat .

I just want to say one other thing and
that is about this region. New York has really
put its noney where its nouth is on its transit
system You know, we've put about $75 billion
into this systemover the last 25 years into
the mass transit system That's the subways

and regional rail, in all three states, New



0059

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

York, New Jersey and Connecticut, and we're
about to invest in the nei ghborhood of about 50
billion dollars nore in sustaining that system
and in expanding that system There are three
big projects that create the capacity that Rae
was tal king about that's needed; East Side
Access, Second Avenue subway and the access to
the region's corridor, new rail tunnel from New
Jersey. Together these are about $30 billion
and what they do is they create the capacity
that the core of the New York nmetropolitan area
needs to grow in the first half of the 21st
century.

We' ve done this before in New York. As
Frank pointed out we stopped doing it. Wen
Fiorell o La Guardia was mayor in 1940s; we
st opped investing in expanding this system So
we' re maki ng those investnents, and I'm
concerned that other parts of the country --
some of them are, Chicago is going ahead with
some regional rail investnments; L.A. has
virtually stopped investing in the regiona
rail system Atlanta has been very slow to

expand its regional rail systemand so forth.
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But we need to create capacity in all these
places if, in fact, they are going to continue
to succeed, and | think it's part of the
strategy in the Mdwest as well as the
coast!ine.

MS. ROSEN. | just wanted to back up to
your basic premnm se which is even if we didn't
have popul ati on growth along this part of the
east coast, you wouldn't be able to sustain the
current |evel of output, given our high cost
cities, if you don't inprove the transportation
back and forth with the outer suburbs. That's
crucial to maintaining productivity in a high
cost place. So you've got to do that just to
sustain your current position

The second point |'d want to nake is that
the investnent Paul was tal king about that's
being made in New York City is good but it's
not sufficient because it isn't being matched
to scal e by Connecticut, New Jersey, and
Pennsyl vani a, and they are feeders to this
| abor pool. And for the city to be conpetitive
globally and to conpete, drawing on this huge

| abor pool, you've got to be able to get the
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best of the best in and out of the city. And
that's drawi ng on a nuch | arger area than just
the five boroughs. It's difficult to get here
from Pennsyl vani a, Connecticut sort of gets
lost in the wash but they aren't well connected
to Massachusetts and they aren't well connected
to New York. And the parts of the state that
are | east devel oped have the |east highways and
fewest airports. You can see |ack of
transportati on underm nes them

MR. SCHENENDORF: Thank you. There seens
to be a consensus that we certainly have
tremendous transportati on needs as we go
forward and we need to increase investment.
And 1'd Iike to ask each of you to say what you
think the role of the federal governnment is.
Does the federal government need to step up to
the plate and increase its investnent as we go
forward or can the federal governnent really
back away fromthis problemand leave it to the
states and private sector?

M5. ROSEN: | think the federa
governnent has a major role here, primarily

because of the geography. |In the northeast we
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cross multiple state boundaries and to get the
cooperation we need and the | eadership we need
to do this there's a federal governnent role.
And there's also a federal government role in
the funding of it.

So we can tal k about which piece and how
we share it but it seems to nme it's
fundamental, and it goes beyond roads, it's
also the rails, and it's also the freight and
the ports, and | don't know how it will get
done without that partnership with the private
sector and then the federal and state
government. It's a partnership anong all three
and, in sonme cases, the feds are going to have
to lead the way. 1In other cases | think the
private partnership mght be the | eader but we
couldn't be able to do it without the funds
fromthe federal governnment as part of it.

MR, YARO. Let's go back to the history
of the country that every, you know, every key
point in the nation's history the federa
government has gotten out front and created a
framewor k and created a financi ng mechani sm

This is as old as George Washi ngton who canme up
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with the concept of the federal governnent
maki ng grants of public land to private
conpani es to devel op canals and this is in the
1780s and 1790s. Jefferson, you know, did a
national plan that was designed to integrate
the west and devel op the west.

By the way, this question that
Conmi ssi oner Weyrich raised | think is a
vitally inmportant one. This strategy has to be
-- you know, there needs to be a nationa
framewor k designed to pronmote the prosperity of
every part of the country.

It's a wonderful story that | was told by
Charles Elliot who was on the staff of the
Nat i onal Resources Pl anning Adm ni stration
during the new deal in the Roosevelt
adm nistration in the 1930s. They cane -- the
staff canme up with a proposal for what becane
the interstate highway systemand it was
focused on the parts of the country that had
the industrial econonmy and had congestions on
t he hi ghways already. It was basically the
nort heast, the Mdwest, and west coast; nopst of

the country was |eft out.
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President took this map and flipped it
over and drew his own map of the country and
drew, | think it was eight or ten east/west
lines across it, then eight or ten north/south
lines and handed it back to Frederick Del ano,
the chai rman of the resources board, and to
Charles Elliot, the staff director and said,
"Gentl enen, we need a national transportation
strategy that benefits the entire country, that
links every corner of this country and brings
every corner of the country into the nation's
prosperity.” And we need to do this again
And | think the federal government needs to
create the vision. It needs to create a strong
framewor k and, by the way, the absence of it we
saw Wi th SAFETEA-LU | ast year what the absence
of that does. 7,000 earmarks and no conpelling
vision for the future of the country. No
conpel ling investment strategy.

And then the federal governnent needs to
put its noney where its mouth is. The federa
government needs to provide powerful financia
i ncentives for both public investments but al so

for private investnents. It's a 200 year old
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1 tradition and departure fromthat, | think, is
2 goi ng to undercut the econom c potential of

3 this country in the 21st century.

4 MR. SHAHEEN: You might find this an

5 unusual comrent from soneone fromthe U S

6 Chanber of Commerce but, yes, there is a role

7 for the federal governnent.

8 You know, we could get into a big debate
9 about why governnents exist. They exist for

10 security and they exist to handle issues that
11 people can't handle on their own or in the

12 smal | er pockets. | think we've got one here.
13 You hear the testinony today; this is a
14 national crisis. |t approaches every el enent
15 of our country. W need a vision

16 What the governnent doesn't do well is

17 execute, so | think we have to find a nodel in
18 all this where some good thinking goes into the
19 vision, et cetera, and we're not afraid to have
20 execution in the hands of |ocal regions and
21 busi nesses with the efficiencies that come from
22 that for execution. But nost definitely there
23 are sonme key issues in this country and this is

24 one of themthat's going to take a nationa
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Vi si on.

MR, WEYRICH. M very close friend
Senator Jim I nhofe of Cklahoma, who is a very
strong conservative, votes agai nst nost of the
progranms that the federal governnent has
passed, but he says that the only two things
that are really constitutional are nationa
defense and infrastructure. And even he, who
is a very strong conservative, has recogni zed
that this is the responsibility of the federa
gover nment .

| agree with you that what we nust try to
do in this study is provide sone kind of vision
for the future. And it's not going to be easy
and we have, shall we say conpeting forces in
that regard. But | assure you we will give it
our very best.

MR. SCHENENDORF: One additiona
guestion, M. Shaheen, wearing your Chanber
cap. |In the past, as we've gotten involved in
surface transportation | egislation, business
played a role. Transportation has al ways been
important but it really hasn't been at the top

of their list in being really willing to use
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political capital. Do you think things have
gotten to the point where, as we go forward
into the next reauthorization bill, that
business will really step up and say the kinds
of things you're saying here today and put sone
of their political capital on getting a bil

that has a big vision and big investnent
strategi es?

MR. SHAHEEN. The short answer is yes. |
think in getting the SAFETEA-LU, we've | ooked
back and done a biopsy on that process severa
times and, quite frankly, business should have
st epped up quicker. We should have spoke with
one voice. W should have put nore capital at
it and | can't -- | chaired the conmittee that
generated the Chamber reports, so | was very
close toit. | cannot tell you how ny phone is
ringi ng now fromvarious constituents in this
probl em that want to get started now, and
com ng together and speaking with one voice for
the next reauthorization. So | can say pretty
confidently that American business will speak
differently than it did the last tine.

MR. SCHENENDORF: Thank you. Any of the
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ot her comm ssioners have additional questions?
M. MArdle.

MR. McARDLE: | have a question for M.
Shaheen, kind of putting on his Caterpillar
hat, and perhaps addressed to all of you, which
is the whol e question about carbon and carbon
budgets and carbon taxes. Because we've heard
fromthe UK, if they are kind of a netaphor for
the discussion, that at some point in this next
50 year period to which we're | ooking, we wll
have to address the fuels we use, the carbon
that's generated and how to manage that. And
Caterpillar's obviously at the forefront of
this because you have been creating, you know,
cl ean fuel engines, substantially reduced the
outputs of pollutants at this point, and appear
to be com ng, you know, the kind of nodel
engi ne of choice, you and your other
conpetitor's name | won't nention, for creating
rail opportunities as well to clean up the air
and to, in fact, make the transportation that
much cl eaner.

Have you cal cul ated what we would need to

have as sinply a carbon tax on fuels to, in
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fact, accommpdate the carbon that's used in the
fuel s and what that nmeans for you and how we,
in fact, again follow ng your nodel, encourage
the m nimzation of carbon devel opment in
transportation?

MR. SHAHEEN: It kind of bothers nme to
tax sonething you don't want, and so then it's
a penalty tax to drive you away fromit. You
know, | think the industrial base of this
country, Caterpillar and our conpetitors,

t hrough the EPA regul ations, we'll respond to
what you want.

| can't tell you how | arge an anmount of
noney we spent neeting the EPA requirenents for
tier 2, 3, 4-A and 4-B. W're going to be at
this until the middle of the next decade, and
we're passing it along to the customer, but

that is what it takes to neet the regul ations.

I want to talk about coal for a minute, a
bi g source of carbon, and say that, you know,
coal is the answer to our energy dil emrg;
technology will nmake it clean. Tell us what

you want. Let us price for it. And that
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energy source can be a positive inmpact on our
econony, not a negative. Now | know |I'm
sneaki ng around your subject here but we've got
nore coal than anybody. W' re not using a |ot
of it because it's dirty. W' re going after

t he Powder River Basin. Talk about rail. |If
we didn't have rail and coal conming to the
northeast fromthe basin you woul d be freezing
in the dark here and we'd be freezing in the
dark in the Mdwest. There's technol ogy out
there today that will make this work. Tell us
what you want. Put it in the hands of

busi ness. Let us use our technology on it.

Let us clean it up. But the tax carbon is an
indirect way -- it doesn't make nuch sense to
me.

MR. McARDLE: Any of you el se | ooked at
that issue in the transportati on context?

MS. ROSEN. Not in the transportation
context, but in other contexts, nost economi sts
woul d agree with you. That is, don't dictate
how you get the solution. Just tell us the end
result and | et business figure out the way to

get there and price accordingly and that is



0071

1 usually the nost efficient and cheapest way to
2 get there.

3 MR. SCHENENDORF: Thank you. |

4 appreciate -- any of you have anything you'd
5 i ke to add?

6 MR, SHAHEEN. | just conmend all of you
7 for taking tinmes out of your day jobs to do
8 this, and |I hope sonmething cones of it. W
9 need a vi sion.

10 MR, SCHENENDORF: Thank you.

11 MR. McARDLE: Thank you.

12 MR. SCHENENDORF: W I I the second panel
13 cone forward.

14

15 (Pause.)

16

17 MR. SCHENENDORF: |'d like to wel cone
18 Drew Gal | oway, who is chief of Corridor

19 Devel opnent and Project Planning for Antrak;
20 David King, the General Manager with the

21 Triangle Transit Authority; D.C. Agrawal, the
22 Assi stant Executive Director of Corporate

23 Strategy, Policy, and Contracts, New Jersey

24 Transit; and Janes Boice, Deputy Conm ssioner,
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Connecti cut Departnent of Transportation.

I'd like to start with you, M. Gll oway.

Once again, your entire witten statenent
will be in the record, and if you would try to
keep your own remarks to five mnutes, it would
be much appreci ated.

MR, GALLOWAY: | will do my best. | have
a Power Poi nt on the northeast corridor since
our topic is inter-connections on the northeast
corridor, and | thought it would be useful to
start this out and just give everybody a brief
description as we go through it.

And thank you again for the opportunity.

Next slide, please.

This is a schematic of the northeast
corridor as defined. The 457 route niles was
conveyed to Antrak as part of the process. It
al so created Conrail Consolidated Rai
Corporation in 1976.

There are nultiple owners within it, |
shoul d say, with the states of New York and
Connecticut owning a portion between New
Rochel | e and New Haven and State of

Massachusetts owning the railroad between its
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border and Bost on.

There are over 1800 trains per day on the
northeast corridor, carrying in excess of 200
mllion passengers a year. There is, at no
time, in any tine of the day or any day of the
year, that there are not trains operating on
it. Next slide.

Tal ki ng about Antrak itself, we are the
intercity operator. There are about 3.8
mllion passengers per year that ride |ong
di stance trains. There are nultiple injection
points of Amtrak trains into the northeast
corridor with a group conming in fromthe north
and the east and then another group comng in
from Pennsyl vani a and Washi ngton and that's
what's showi ng here. Next slide, please.

There are about 50 freight trains a day
t hat operate on the northeast corridor and the
northeast corridor is inportant if not entirely
dependent to certain ports. Wth Baltinore,

W | mi ngton, Providence, Davidsville and New
Haven all bei ng dependent on access through
various facilities associated with the

nort heast corridor
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This is a diagram showi ng where nmj or
freight flows are. There are three class 1s
that operate on the corridor and about six
di fferent short lines at various different
points as well as a regional pull, Providence
and Worcester. Next slide.

Conmut er services: Part of the act of
conveying the property to Amrak al so provi ded
the rights of comuters to operate on it.

There are nine different users right now and
what this is showing is a diagram of the use of
various different comruter |ines that affect

t he corridor.

Amtrak carries approximately 14 mllion
riders on the northeast corridor. Every state
that we have there are nmulti ride tickets to
and from New York, and New York being the topic
here, about 50 percent of all travel on the
northeast corridor is associated with one |eg

or the other to and from New York. The rest of

it is all commuter travel. Next slide.
From an historical perspective -- next
slide, please, 1'Il go quickly on this.

We believe there's a | ot of success as
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shown in this next slide. | won't go through
every project but every one |listed here did not
exi st at the tinme the northeast corridor was
created. And we heard M. Yaro tal k about 25
billion in investnent that's taking place;
that's just in the New York area. These
projects are all listed up and down the
northeast corridor and investnent has taken

pl ace fromone end to the other. Next slide.

That's just an illustrative of the change
in the volune showing - and you're in the
control center in Penn Station today. Before
NJ Transit began a very anbitious program
called New Initiatives, in the early 1990s,
there were about 250 trains a day through two
single track tunnels in the Hudson River.

We' re approaching the 500 train per day mark
Next sli de.

Every project here is listed -- is on
sonmeone's TIP or state plan. By our estinmate
just within of the 15 mle contiguous region of
New York, approximately 17 to 18 billion
dollars' worth of capital investnment affecting

t he northeast corridor and Antrak services is
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1 pl anned and under way. Next slide.

2 This is tal king about the northeast

3 corridor, but I wanted to also note these are
4 the other places, the other regions that, in

5 our view, get it; that are looking at inter

6 regi onal nultinodal planning and use of

7 services and we're very proud and pl eased to

8 work with these groups. Ohers such as Texas
9 and CGeorgia are not far behind but are sone

10 st eps behind sone of the other places. Next

11 sl i de.

12 Chal l enges. Challenges for us really get
13 down to noney in many respects. Next slide

14 after this.

15 Capacity and use is not equal

16 Particularly in and around the big terminals
17 there is trenmendous use and facility. In Penn
18 Station today over 1200 trains a day are in use
19 t here.

20 We have a nmi ntenance backl og that's part
21 of the conveyance of the corridor and while

22 we -- Amtrak maintains the railroad from- and is
23 wor ki ng towards achieving a state of good

24 repair. There is still a sizable backlog of



0077

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

i nvestments that we believe are necessary to
bring it up to that state. W use facilities
that go back to the post Civil War era. Next
slide. [I'll try and finish it up; skip this
one.

Amtrak roles and responsibilities. W
try to be a good steward of the corridor. W
are undertaking a collaborative master plan and
i nvestment and the policy issues come down to
noney in terns of costing of allocation of use
of it and of scheduling of future services.
Next slide. |It's very humporous but it's true.
What happens on one end of this very, very busy
corridor affects every other user and travel er
on it. Thank you.

MR. SCHENENDORF: Thank you. We'll now
go to M. King.

MR, KING  Thank you, M. Chairman. |
need to point out that I'min a conpetitive
di sadvant age here. Everybody's been dealing
with the problemby talking fast, but I'mfrom
North Carolina, so I'll do as best | can

MR, McARDLE: Thank you. Your tine is

up.
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MR, KING I'mgoing to try to make three
points that are contained in my witten remarks
and one that is not and [inaudible] [and hope
that answers the] first questions.

Nunber one, as you said about your
daunting task of advising on policy and
progranms in the transportation field, | hope
that you will take the -- certainly what M.
Weyrich and Secretary Busal acchi said, and what
| firmy believe to be true -- the point about
rail and take it to heart.

I now work in Triangle Transit Authority
which is a three county transit activity in
Durham Chapel Hill, Raleigh area, North
Carolina, but for 33 years | was an enpl oyee of
the state DOT and a col | eague of the
secretary's.

In that capacity | becane very aware of
the role that rail can play, is not playing,
and should play as we | ook to have the new
vi sion of what the transportation system should
be as your task, as comm ssioners to try to
hel p advi se on that.

The difficulty, of course, is that the
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railroad industry is private. They have
historically resisted governnent help for fear
of having it erode their independence and
create inefficiencies in their business nodel,
but I think there are ways for the public
sector and private sector to collaborate, both
for noving freight in this great glut of globa
frei ght novenent that we're all experiencing,
as well as hel ping us nove passengers. What is
m ssing there, | will get to in point nunber 3,
but basically it's a federal platformto allow
that sort of collaboration to take place.

Poi nt nunmber 2: We have, around the
country, and nmy presentation in your packet has
a map that | ooks like this, very sinple map
that shows you the national Antrak system But
inred it shows you a nunber of corridors that
have been worked on by states or multi state
consortia that closely mrrors what the
country's popul ati on growth and popul ati on
density will | ook Iike in 2056; 50 years from
now.

A lot of those corridors have had a

signi ficant amount of work done on them In



0080

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

W sconsin, for exanple, the

Madi son/ M | waukee/ Chi cago corridor and ot her
corridors in and out of Chicago received a
great deal of work. And in ny part of the
worl d, Charlotte, G eenshoro, Raleigh, R chnond
corridor received a great deal of work,

envi ronnent al work, records of decisions and so
forth but no federal nmoney with which to nove

t hem f or war d.

One factor, which | think is
representative of simlar situations around the
country: you just heard Drew tal k about the
northeast corridor; well, if Charlotte,
Greenshoro, Ral eigh, Richnond, Washington, DC
were a corridor that was in service now at the
110 mile an hour level, the bunp in revenues
and ridership for the northeast corridor would
be around 18 percent. That's a nine-year-old
pi ece of information fromthe US [unclear]
report but it gives you sone indication of the
synergy that m ght be avail able.

A lot of those corridors are ready to go
and what is mssing, point number 3, a federa

fundi ng partner that recogni zes that rai
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shoul d be part of the national transportation
systemin spite of the privateness of the
i ndustry.
| point out in nmy witten remarks sonme of
the characteristics, clearly trying to
col l aborate in an area where there's not a
whol e I ot of history of collaboration between
class 1 railroad and state governnment or, as
one of the earlier panelists said, in the nulti
state consortia they really don't exist in a
| ot of cases. We've worked closely with
Virginia, but those collaborations are new
ground and the only way to get the parties to
the table is to provide sonme nobney.
Unfortunately |I'munable to tell you
exactly where you ought to get it but, if it
were available, | could tell you that a |ot of
very interesting collaborations woul d be taking
pl ace, where railroad noney, state noney,
regi onal noney and private noney from ot her
sources woul d be com ng together to solve
capacity problenms, state problens, safety
problenms, in the interest of both passengers

and freight.
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Final quick point has to do with transit.

My current agency is trying to deal with the
expl osive growh in the research triangle park
area of North Carolina which, although it's not
Manhattan, certainly on a smaller scale,
mrrors sonme of the same things that you heard
M ss Rosen tal ki ng about with respect to
comuting and inter-commuting and productivity
and efficiencies. |[If we cannot get on top of
that we will eventually wither and die.

The fact is that there is no federa
del i very nechani smincluding the [unclear] [New
Starts] programthat does a very good job of
that. So I will leave it at that since ny
buzzer just went off.

MR. SCHENENDORF: Ckay, thank you. Next
panelist, M. Agrawal; is that correct?

MR. AGRAWAL: Thank you. Good afternoon

New Jersey Transit is the nation's third
| argest public transportati on agency. W carry
about 825, 000 passengers each day. W operate
rail, bus and light rail services and we are in

the mddle of this nega region of the
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nort heast.

Anerica' s popul ation has topped 300
mllion last nonth and is expected to grow by
anot her 40 percent in the next 50 years. The
overwhel m ng share is going to be in one of
these regions |ike northeast.

What we need to do is provide rea
transportation choices in this area if the
econony is going to grow. It's the only way
this region can stay conpetitive.

Surface transportation needs vary from
state to state, region to region. For this
region, especially, in addition to the goods
novenment, which I'mnot going to talk about, is
we need 21st century transportati on systens.

What we have today is really built by
parents and grandparents and is severely
capacity constrained. W have not made mj or
new i nvestnments in the surface transportation
of this country. What we have handl ed the | ast
25 years has been trying to get nore efficiency
out of the existing one.

Just let nme give you an exanple, and

think you saw it in a couple of charts. W are
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carrying, on the rail systemtoday, nearly
doubl e the passengers we used to carry 25 years
ago. W are now operating 21 trains per hour
on one track into New York from New Jersey,
which is about 50 percent nobre than ten years
ago, through some investnents in signa

systens, track, but we have reached the
capacity on those trips.

The hi ghway systemis also at capacity.
There's the exclusive bus | ane which was put in
1970s for buses into [inaudible]. That bus
[ ane in the peak hour carries 675 buses.
That's a bus every ten seconds.

The critical issue is if you don't take
any actions to inprove surface transportation
systenms, we need to al so consider the airports
are al so reaching capacity limts. Newark
LaGuardi a and Phil adel phi a need nore capacity
now. And what this region knows from
experience is the way to relieve highway and
ai rport congestion is through rail

We need nore frequent, direct,
mar ket -sensitive, intercity rail, commuter

rail, and nmmss transit connecting systens. In
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fact, today you saw Newark airport station.
It's a good exanple of what is invested in the
| ast five years to connect the airport to the
rail system We need nore of that.

As sonebody el se nentioned earlier,
think in the other panel, we need to break
t hrough the chronic and historic institutiona
boundaries in this region because the region is
large with a lot of different institution
structures, and that's the only way we can have
a connected regional rail network.

We at New Jersey Transit already go
across state lines. W serve New York, we
serve Pennsylvania and we are in discussions
with New York MIFA and Amrak on one end and
[uncl ear] on the other end of expanding
servi ces throughout the New York/ Phil adel phi a
regi ons.

We believe that the -- we can have | arger
regi onal networks. These networks are
achi evabl e and, for our part, New Jersey is
taking action to expand its capacity.

You heard today about the new

Trans- Hudson Express Tunnel project they
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[unclear]; it's in design and construction and
it will break -- at |east break capacity

bottl eneck between Newark and New York, but by
doubl i ng capacity from about 25 trains to 50
trains per hour.

The northeast corridor is a critica
investnment region. It is the only regiona
rail corridor which exists. Antrak, a
for-profit federal entity, owns it and
currently serves as the steward of often
fragile, north east corridor infrastructure
with virtually little accountability to the
ot her state [unclear] [borders] which use it.

As a result the bar has been set too | ow

The national [unclear] on Amtrak on nerely
bri nging the northeast corridor to [unclear]
Antrak. We believe the northeast corridor
needs |l ong-terminvestnent strategies.

One last point, quickly, is that the use
of public nmonies that you tal k about, you
shoul d consi der as investnments in the
i nfrastructure because they do produce results.

I can give you a nunber of exanples in the

testi mony, but one quick one, on the
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Hudson- Bergen Light Rail |ine which sone of you
saw, the project cost 2.2 billion and it has
resulted in just one year one station 3.2
billion in private investments. Thank you very
nmuch.

MR, SCHENENDORF: Thank you. M. Boice.

MR. BO CE: Yes, thank you. Good
afternoon. A little bit about the Connecti cut
Department of Transportation. We like to think
we' re unique anong DOTs in that we don't own
and just operate the highway system but we own
and operate two comruter railroads that carry
over 34 mllion passengers a year

We are involved in 21 different bus
districts in the State of Connecticut that
carry over 35 mllion passengers a year. W
own and operate six public airports including
Bradl ey International, which is the second
| argest airport in New England, and we al so
operate two ferries and one deep water port, so
we like to think we're unique in DOTs and that
we are a very operational DOT.

As to the topic at hand, far and forenopst

to make intercity passenger service viable now
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and in the future, a key thing is we need a
clear transparent national rail vision and it
nmust be established and hopefully this pane
will weigh in on that very heavily.

The vision nust recognize the inportant
role of intercity passenger rail in any
society. The financial conmmtnment nust be from
the federal governnent to a national rai
systemand it is essential to the viability of
passenger rail systemboth in short and the
| ong-term

This comm tnent nust be for conmmuter
rail, corridor services, intercity rail, and
any new energi ng services.

One thing | think we've all |earned, at
| east denobnstrated on 9/11, is we nust have an
alternative to air travel. And | think other
nati onal governnents throughout the world that
invested inrail, and | think it's time for the
United States to do that as well

The choi ces and options provi ded by
passenger rail service, both intercity and
conmuter, are vital to today's citizens and

will increase in inportance as we nove into the
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future.

We've all heard about congestion, how we
have to address that and rail is a very
integral part of that.

Passenger rail services provide both
nmobility and accessibility to mllions of
Americans as an alternative to highway and air
travel and thereby reduce the rate of growth on
our hi ghway system and our airways; that's key;
| think we need to renenber that. It also
assists in managi ng and i nproving our air
quality, which is a factor nentioned yesterday,
so we need to do that.

It also stinmulates our econom c growh,
provi des for |ivable conmmunities in and around
transit centers; it's something that's grow ng
is atransit-orientated devel opment. W're
seeing a lot of it in Connecticut and hearing
nore about it in the northeast and around the
country, and we need a national rail policy
that will enmbrace and support this type of
transportation.

One thing, 1'd be remiss if | didn't talk

about our New Haven commuter service in a



0090

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

little nore detail. We're very proud of our
partnership with the MIA and the Metro-North
rail road as we operate over 300 trains a day
bet ween New Haven and Grand Central. And al so
the State of Connecticut, we |ike to point out
that we own 47 miles through the northeast
corridor, as M. Galloway pointed out. W
i nvest over $120 million a year in capita
i mprovenents in that section of the corridor
And from Antrak we only receive an increnental
cost allocation for their use of that corridor.
One of the things that irritate us is our
Short Line East service, which operates on the
Ant rak owned portion, which is very fledging,
growi ng at 11 percent per year. W're running
out of parking and equi pnent for the growth of
that service. W pay fully allocated costs to
Amrak. So | think that's an issue that you
need to do address as you | ook at those joint
corridors, is how you share the cost of them
Any federal or state capital financing
program establi shed for infrastructure that
woul d need to go on the northeast corridor can

only be inplenmented after Amrak-owned portions
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of the corridor are brought up to a state of
good repair.

First thing you nentioned we hear about
hopefully is sone kind of 80-20 program simlar
to the federal highway program where the
federal governnent will provide 80 percent of
the capital inprovenents, and the states, 20
percent. Such a program if inplenented, nust
be eligible for all infrastructure projects. |
can point that out. W believe that's very
critical

Opportunities for passenger rai
expansi on throughout this country are at a
critical crossroads. Federal operating
subsidies to Antrak and cooperation between
urban transit agencies using federal funding
have | ong been the customfor funding intercity
comuter rail. | think we need to continue
with that. | think we need to look to the
federal governnent to continue that
i nvol venent .

Many states al ready provide significant
passenger -- financial support for passenger

rail. This regional coalition of states that
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provi de funding, the states provide funding
directly to Anmtrak for increased intercity rai
in various corridors as you saw from Drew s
present ati on.

States participate in funding of
i mprovenents for freight and infrastructure and
for other intercity routes, and | think this
will all continue, but we still need an
overriding vision fromthe federal governnent
and we do need that federal involvement if
transportation is going to be a true federa
transportati on system

In Connecticut we're investing heavily in
transportation. W have over 1.5 bhillion
dol | ars programred over the next two years.

What |'d really like to get to here, very
qui ckly, is our vision for commuter rail and
that is one where we're |ooking at, and | think
DOT will need to establish a national rai
system at |least two north/west/south routes,
at least three -- two east/west routes, at
| east three north/south routes and connect
these routes to nmajor urban areas in the three

to five mle corridor range. And we need to
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| ook at new corridors, not just |ook at freight
corridors, existing freight corridors there
today. We're tal king about new and additiona
services. W need to | ook at new rai
corridors that connect these nmmjor urban areas
and need to establish a core national rai
system We really firmy believe in that with
the State of Connecticut, and | | ook forward to
your questions.

MR, SCHENENDORF: Thank you.
Fortunately, the conm ssion has a nunber of
transit and rail experts on the comm ssion, and
I"mgoing to start with one of them
Conmi ssi oner Weyrich

MR, VEYRICH. | am pleased to hear what
you had to say. It is a recognition of what |
feel is an essential part of our overal
vision. And | can only pronmi se you that while
we have no crystal ball, and we don't have any
way of absolutely calculating what is going to
happen, we're going to give it our best and we
hope to provide you with a vision and a means
of funding which will help you fulfill your

responsibilities at the state and | ocal [evel
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MR. SCHENENDORF: Any questi ons?

MR, VEYRI CH:  No.

MR. SCHENENDORF: 1'll turn to our other
maj or expert, Commi ssioner Busal acchi

MR, BUSALACCHI : David, you really | ook
rel axed. You've got to go back to work.

MR. KING You're on your own tinme.

MR, BUSALACCHI: David, and any of the
ot her panelists can chine in here, and | think
you probably all had the neeting before the
neeti ng because you all sound the sane.

I think it's inportant that what you're
all seeing here is that we really need a
federal partner. | think that's what you said,
David, and | think basically everyone is saying
the sane thing. You know, rail should be part
of this transportation vision. | think that's
what Paul was tal king about. Certainly, that's
what |'mtal king about.

But, you know, your feeling beyond that
if all this were to change and that were to
happen, the process of getting new starts and

things like that, | nean, it's not working very
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well right now So what is your -- what is
your view? How should that -- how should it
change? How do you vision this process?

Because those of us on the panel, not
just people here, but we realize that this may
be a big part of it as well. Just having the
funding is one thing, but how you get to that,
it mght take years; is that correct?

MR, KING | think the point has been
wel | made by the previous panel and by this
panel that everything is connected to
everything el se. Regional service both feeds
and is fed by the national Antrak system for
exanple; local transit is fed by regiona
transit. So the question is: Were do you
start with the question of growing rail?

As | said in my coments, the railroads
are private, and they have been reluctant to
deal with states. Most railroad conpanies, the
| arge ones, and | understand M ss Rosen is on
your commi ssion, operate over a couple dozen
states. So one state to them-- we think we're
i mportant at the state level [unclear] -- but

railroad, we respect, and the only way to get



0096

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

their attention is to be able to propose
something that's in their interest as well as
yours, which nmeans you're dealing with public
benefits and private benefits.

We don't have a good nodel or track
record in trying to assess public and private
benefits in a way that allows us to share those
costs equitably. So part of the growi ng pain
of getting involved with a federal funding
partner and state or nulti state -- | really
think M ss Rosen nade a very excel |l ent point
when she pointed out that a | ot of these
probl ems -- the northeast corridor is how many
states, Drew?

MR. GALLOWAY: Ni ne.

MR. KING N ne states. The southeast
corridor we've been working with is four, could
be as many as seven if we [unclear]. There are
no nmechanisns in place for seven states to work
together on a kind of issue like this, and
there's certainly no mechanismto bring a
couple of railroad companies to the table to
wor k on those things unless there's sone noney.

The nmoney will be the platformthat
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allows us to work these rel ationship problens
out, these benefit sharing and therefore cost
sharing problens out through tine. So the |ack
of the federal partner has dwarfed our ability
to actually get anything meani ngful done.

W sconsin, North Carolina, California,
Washi ngton, states all over the country have
done sone. We've invested well over a hundred
mllion dollars with north and southern, but
that's a speck conpared to what we need to do.
When we really get the ball rolling is if we
have a federal partner that were in there as a
fundi ng partner, and we had a way of assessing
public and private benefits and perhaps even
third-party review of that, of that benefit
assessnment so that the parties weren't arguing
with each other. They had a third-party
obj ective where they opine or whether or not
they accurately assess those --

MR. BUSALACCHI: 1'd like to add a little
bit to that. You nentioned partnerships. You
know, partnership with the MIA, Metro North and
the MIA; two parties. Two parties can pretty

much get al ong and yet di sagreenents, so you go
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to arbitration. The only one that wins there

are the lawers, in ny belief. But totry to

get three, four, seven, nine, | think becones

extremely difficult and that's why | think the
federal governnment needs to step in and either
A, sonehow provide the capital investnent for

that, maybe even the ownership of it, of that

corridor system

But | think the other overriding part of
that is howthe different rail services can
operate over that corridor if comuter rai
maybe up to 1700 niles, sonme regional rail up
to maybe 2- 250 miles, then you have that
intercity rail 3 to 500 mles, or even |onger
You coul d have three different kinds of
operators operating on there.

One of the things that Connecticut has
been trying to work under is whoever owns it,
how to charge an equitable user fee for that,
the usage of those tracks. And it doesn't have
to be right down to the penny or the nickel but
some standard. Is it 50 cents a car mle, 75
cents? Sonething sinple like that should be

able to be established that all the partners or
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all the users could then be charged and that,
somehow, needs to be flushed out. |If you have
these different operators over the lines, the
owner shi p, how does it get charged?

That's, again, one of the problens;
Amtrak, as a congressional owner, they only --
we only can charge themincrenental costs;
you're paying [unclear] [fully outgate]; it's a
huge di screpancy. And | just don't think
that's fair. |If you really want to grow this,

I think you have to | evel [inaudible] [those
fees out].

MR, GALLOWAY: If | could add to that.
Don't want to get into an argunent with Jim
over the cost.

MR. BO CE: That's why you put us at each
end.

MR, GALLOWMAY: There are |egislative
constraints, | guess with can duke it out
afterwards, in how the corridor was forned and
operated. W have proposed sonething we're
calling proportional costs, and we put the sane
effect Jimis tal king about, which is to

equal i ze the cost and net hodol ogy across the
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boar d.

But the other point | would like to
really make from an Antrak perspective, and
particularly, | think it's true fromthe other
agencies, is predictability of funding, and the
i ndustry is probably the npst capital intensive
in the world, if not anpbng the npbst capita
intensive in the world.

It's very difficult to plan multi-year
nmul ti -decade projects and al so arrange to have
skilled |l abor and skilled staff available if
you live from in our case, year to year in
annual grants, makes it extrenely difficult and
also to work with our partners on that very
basi s.

MR, VEYRICH. Could | ask M. King a
question? We, when | say we, | worked with
Senator I nhofe on the Senate side and the
House; there was a bi-partisan group that got
something called the Small Starts program
t oget her.

The idea of that program was to encourage
street cars, but it's not being adm nistered

that way. It is being adm nistered as a bus
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rapid transit project, which, if you |l ook at
the legislative history, is not at all what was
i nt ended.

| just wondered whether you've had any
experience with this and if you agree with ny
Vi ew

MR, KING Well, I'mpleased to report
that | agree whol eheartedly with your view
Charlotte, North Carolina, is building the
first light rail systemin North Carolina since
the '20s of the last century, and that's the
first nine and a half mles of a regiona
systemto serve greater Charlotte, which is a
very, very fast growing community. They had
i ntended a streetcar systemto conpl enent that
and to serve as a circulator. They had | ooked
at the Small Starts program as it was
conceived, as a way of doing that, and their
conclusion is the sane as yours, that that is
not what the federal transit adm nistration
intends at this point.

I only got to scratch the surface of ny
criticismof the [inaudible] Starts program and

M. Sinpson was the beneficiary of some of ny
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thoughts earlier in the hall. He probably

wi shed he hadn't met ne, but the fact is that
only a very few systens across the country are
able to enter that pipeline every year, and
every year the requirenents are ratcheted up
particularly in such a way that a nulti
[unclear], relatively low density area like
ours cannot qualify.

There needs to be another delivery
mechani sm and that delivery nechani sm needs to
take advantage of sone of the very innovative
t hi ngs that have been done between the
devel opnent community and units of governnment
such as the one | work for, which allow sone of
the value of the property that has devel oped
adj acent and around stations to be captured and
pl owed back into the capital. O, if an equity
position is taken, which is what we're
proposing with our |ocal master devel oper, to
be pl owed back into operating costs downstream

There is no federal programthat allows
us to start sonmething that m ght change the
whol e way we deliver urban transit systens.

MR. VEYRICH:. The FTA doesn't even
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recogni ze what you've suggested as a neans to
fund a project. They have a very narrow view
of what should constitute the ability to fund
the rail line and it is not a realistic view
because it does not take into account the
devel opnent that occurs.

We rode the Hudson-Bergen Light Rail Iine
today and the new investnent along that line is
extraordinary. But you would get no credit for
that and the fact that property taxes can be
hi gher and you can retrieve revenue fromthat,
you would get no credit fromthe federa
government for that.

MR. KING The Charlotte system | alluded
to is alnost, today's the 15th of Novenber, it
i s about 54 weeks from opening. 54 weeks in
advance of the ribbon cutting and the first
revenue service over 625 mllion dollars' worth
of devel opment on the ad valoremtax rolls of
the County of [unclear] Bergen, City of
Charlotte, is in place and delivering to those
conmunities ad val oremt ax.

No credit was given to that.

The cost of the systemis a -- ful
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fundi ng grant agreenent was $424 mllion. A
year -- a year out they've already got 625
mllion dollars' worth of devel opment.

MR. VEEYRI CH:  Just one other point. You
mentioned the difficulty of hamrering out
agreenents with one another. Have you
considered interstate conpacts for doing that?

MR. KING Yes, sir. |In fact, North
Carolina, Virginia and perhaps Illinois and
W sconsi n and Washi ngton and Oregon are
probably the three state pairs that | can think
of that work nmost closely together. North
Carolina and Virginia s general assenblies have
both passed an identical interstate conpact
which creates a vehicle to accept and receive
and di spense and build, if the noney was there,
the systemfrom Charlotte to G eensboro to
Ral ei gh to Richnond, which will join the
northeast corridor at Union Station and add
that 18 percent revenue and ridership growth
that | alluded to.

So that is in place, but |I agree with
what M. Boice said. | think when you start

addi ng nultiple partners, the degree of



0105

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

difficulty in comng to a consensus about how
benefits are assessed and therefore how costs
are assessed in the absence of federal noney,
makes it virtually inpossible. The federa
fundi ng programthat we keep saying is the
mssing link is the grease which allows the
mul ti jurisdictional problens to be ironed out.
MR, AGRAVWAL: [Unclear] [So why did
Congress inaudible.] Dealing with interstate
conpacts which was floated for the northeast
corridor about two years ago by [unclear],
realizes it's not going to work in this region
given nmultitude of the states. Some states
change their [unclear] [spots] |ike Del aware
and sone other states, |ike New Jersey,
[unclear] [don't have any user] rail system
VWhat we need is institutional mechanismns
different than the traditional. W need to
make sure that they work for the |ocal kind of
services we have. And when you tal k about
federal role, | think it's not only the funding
side, but in an area like the northeast which
is multiple states, it has to be [unclear] and

sufficient framework coul d define what the
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federal funding level is going to be and how
the states and how the public agencies wll
wor K.

I mean, the freight side what we have
been dealing with in the State of New Jersey is
-- what we have is an historic rail network.
Some very actively used for freight; sone very
lightly used for freight and sone very active
for passengers. W have -- basically a
partnership can figure out which lines to run
passenger service and which |ines predom nantly
for freight. And it's that -- we need to |ay
out that kind of a plan beyond just a New
Jersey State border because it's only a snal
pi ece of the total rail network. These are the
i ssues which need to be addressed in your
effort in devel oping a program because if you
just leave it to the noney aspects w thout
sol ving sone of the institutional baggage which
is there, we will be very difficult to nove
proj ects al ong.

MR. SCHENENDORF: Commi ssi oner Hem nger

MR, HEM NGER: Thank you, M. Chairman

maybe just an observation and then a question
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for the panel. W heard this norning fromthe
Port Authority, that, | believe about ten of
the U S. ports are doing about 80 percent of
t he container volume. We heard just now from
M. Yaro about the nega regions. | can't help
noticing that M. King's map where the red is,
there's about nine of these ten and | would
venture to say those ports are probably about
eight of the ten. So this |level of overlap in
these areas of econonic activity and
transportati on devel opnent, | think, really do
merit our attention as we nove forward. And
the [ ast conversation is about the difficult
institutional tangle that you find in many of
those areas that | think we're going to need to
wade our way through

The question | want to ask the pane
about, and this is again getting back to our
vi sion and what should be in our vision, is
about hi gh-speed rail; over 200 nmiles an hour
Sonet hi ng we don't have here but Europe and
Asia are blessed with, and in many cases it
means brand new rights-of-way with no freight

conflict at all; significant expense.
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I'd just appreciate your professiona
j udgnment about, not only in your regions but
national |y, whether that should play a
significant role in our vision for surface
transportation future. Let's start with
Amtrak; they've got the closest thing.

MR. GALLOWAY: | can think of three,
maybe four parts of the nation that woul d have
the density and di stances that woul d nmake a
commercial venture such as that, or public
i nvestment, possibly work. Enornous
difficulties.

MR. HEM NGER:  Which three or four?

MR, GALLOWAY: Pick your nega regions.

MR. HEM NGER: How about California?

MR, GALLOWAY: California is obviously
one of those --

MR. HEM NGER: This corridor here?

MR, GALLOWAY: In that, yes. | think the
di stances and the densities and the popul ation
growth can --

MR. HEM NGER: Texas?

MR, GALLOWAY: | think so, yes. And

Fl ori da probably has the opportunities in that
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context as well.

There's a problemw th high-speed rai
fromour perspective, and we've stated pretty
strongly an increnmental approach is an
alternative that we think merits cl ose
i nvestigation, is the very |arge massive
i nvestment up front to build it, to construct
it, and then begin it before you realize the
benefits. \Wereas an increnental programyou
can do a little on investnent, take advantage
of it, nake sonme nore investnents and go on
t hat way.

The northeast corridor had two | arge
i mprovenent progranms that were federally funded
since the 1970s. Each one took about 12 to 15
years to actually spend all those funds because
of the conplexity of making the investnents as
you went along. But the services benefit from
that i mmedi ately, and over tinme as inprovenents
came on scene.

MR, ARGAWAL: |'Il speak for New Jersey.

I think you have capacity [unclear] how to run
nore service. Before you talk about high speed

service we need to increase the frequency of
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what [unclear] [there is out there]. W need
to expand the capacity, at least in this part
of the northeast, because we will -- this
econony is a know edge-based econony. People
value the time for high speed, for frequency as
much critical, they need ability to get from
pl ace to place without [inaudible], and we need
to sort of keep that issue in translation as we
do an increnmental approach

MR, HEM NGER: So you favor the
i ncrenental approach as wel |l

MR. ARGAWAL: G ven the history of where
we are, the debate on high speed has been going
on for so long. As a result we have sort of
| ost on what the focus should be which is first
upgradi ng what we have today and then expandi ng

it to critical capacity needs.

MR BOCE: | agree with your
observation. | think if you really went to
hi gh-speed rail, you're |ooking at new

corridors, dedicated corridors, and where can
you make those economcally viable for those
dedi cated trains; do we have those densities in

certain parts of the country or will we have
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themin 2050 or 20567

Sonme of the panel may tal k about it
tomorrow, I'mnot so sure but | think if you
could denmonstrate that and find that -- those
benefits, you might want to |look into that out
into those years. But before that | think the
benefits of 90, 100, 125 nile-an-hour woul d
far outweigh those with a nmuch | ower investnent
with a much higher rate of return as we
increnentally try to build and connect these
maj or urban areas with rail service again
| ooki ng at those 3- to 500 mile corridors.

MR. KING Well, given the license to try
to be a visionary, you're tenpted to respond in
the affirmative, that high-speed rail is the
way to go. And perhaps, as Drew says, there
may be several corridors that we should try to
do it just to anchor the fact that it can't
succeed on this continent as it has in Europe
and el sewhere.

But | too, aman increnmentalist, and that
has been the product of 30 years of trying to
make progress and seeing that's the only way to

make progress. So, | may be a victimof ny
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experi ence.

You can get, if you take the context of,
let's say, Piednont, North Carolina, where you
have three mllion people within about 20 niles
of our corridor, you can get 90 percent of the
benefits at only 110 nmiles an hour, and the 110
mles an hour is achievable. |It's achievable
if we had a steady predictable stream of
federal support, coupled with state support,
and sonme recognition by the class one railroads
if they were also getting freight benefits out
of the projects, which | think it's essenti al
I think they need to have that delivered as
part of the project or else you don't bring it
into the table.

At 110 miles an hour, we get 90 percent
of the benefits for a small fraction of the
cost. That's point nunber 1.

Poi nt nunmber 2, the environnental process
to lay out the new corridors would be a decade,
maybe mul ti-decade, process given the sane
sorts of environnmental processes that our
brethren on the highway side have to

experience. W would have the same sort of
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environnental hurdles and it would be a | ong,
| ong-term affair.

MR. SCHENENDORF: Anot her one of our
transit experts report today, Comm ssioner
McArdl e.

MR, McARDLE: A couple of things. Are
any of you famliar with the way in which the
basi n conmi ssions work with the Department of
Interior? And how they work as coordinating
mechani snms? It might be worth your exam nation
of the River Basin Conmi ssions. Sonebody had a
| ot of experience with the Delaware River Basin
Conmi ssion that basically defines how the water
flows in New York City, in New Jersey and
everywhere el se.

The federal governnent's role there is
not an operator but they -- because the
operators are the states, in essence, but the
federal governnent has provided there a very
significant role.

It is housed within the Departnment of
Interior. The executive director is a federal
enployee. His job is basically to referee and

make sure that the conpeting goals within the
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basin get met and over the time | was
associated with it it's proved to be very
effective; in fact, ironing out all of the

i ssues that you're laying out there. And in
the water supply side, that is a fairly common
basin comm ssion role that's played certainly
t hroughout the country and very much.

We don't know nuch about the Departnment
of Interior on this side of the country, so to
speak, but it is a nodel that has actually
wor ked very effectively in the basin comm ssion
areas and sonmething to work with.

But the question | have really kind of --
| begin by directing it to M. Boice, and it's
ki nd of an observation as wel|l

I was in Connecticut one day and heard a
debate, picked up the |ocal paper and there it
was in the paper as well, in which along the
gol d coast of Connecticut an argunent was being
made that you needed a cardiac trauma center
basically every ten mles. You needed one in
Greenwi ch, you needed one in Stanford, you
needed one in Norwal k, you really needed one in

Bri dgeport before you even got to New Haven,
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which is where the regional health care center
is at Yale, New Haven. Largely because no one
coul d guarantee that they could get cardiac
cases across the 95 corridor to any pl ace

unl ess they had them basically every ten mles
Just the way the whole flow works.

And that brought it home to nme how
crowded and problematic that corridor was
proving to be for people managi ng sonething you
don't necessarily easily associate with a
transportation issue, which is health care
managenment within an urban invol venent.

And the question really goes: If, in
fact, Connecticut had a 50 year horizon to plan
for, could you envision easily what you think
you would invest in that corridor?

It seens to ne one of the problenms we
keep hearing about is that with a very narrow
pl anni ng corridor, a 20-year planning corridor
with no flows of nobney, no one is doing, kind
of , idealized design

VWhat you would invest 50 years out to
tell you what you start building today. And

that's got to be an issue for southern
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Connecti cut because you' ve seen such expl osive
growt h between Greenwi ch and Stanford. | have
a sense you can't manage nuch nore growth given
the way the flows of people are.

MR BOCE It is difficult, and you're
right, part of the problemis we plan to what
we anticipate our funding level to be in the
future and, you know, we are guilty of that;
that we aren't working way outside of that.

But we have nmde attenpts to | ook out at
| east 20 years, beyond naybe 30- 40 years.
Maybe not quite get to 50, if you will.

But you're right, when we | ooked at that
corridor and we've got sone plans that we're
| ooking at -- I'Il tell you, we're not going to
build our way out of it with the highway
system It's just too big. Even if you try to
widen 1-95 it's too huge an econom c i npact
because everything -- it's an ol der
infrastructure. Everything got built up to it;
you're not going to destroy that econom c val ue
to that arena by trying to doing that. So you
| ook at bal anci ng between the road systens that

are there; can we nake them operate nore
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efficiently? That's what we're trying to do.
And then we're | ooking at what can we do on the
railroad? | think the biggest growth is,
again, on the railroad. As DC tal ked about,
with increased signals we can run nore trains,
run thema little faster. Wat mgjor

i nvestments we're doing right now are added
stations on that |ine, added parking on that
line. That's where we're trying to direct
devel opnent through | and use and sonme snmart
growth techniques and transit oriented

devel opnent. It's starting to pay off where
we' ve got new stations that are going to be
starting final design and construction with a
| ot of devel opnent around that; to keep the
people fromdriving.

I nean, one of the interesting parts we
have there in Connecticut is you take an eight,
nine mle trip to the train station. Well
they're going on Interstate 95 those five, six
mles; you got to get themoff of there too,
and how do you do that? That's the difficult
part.

So if we can get people clustered
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together, in that arena; it's starting to
happen now. W're starting to see that in our
devel opnent, and we're putting in place nore of
that transit-orientated devel opment. | think
that's the key for the |longer term

MR. McARDLE: Are the comunities willing
to accept that kind of devel opnment now in
Connecticut ?

MR. BO CE: There are a couple and we're
hopeful that they will be the nodels for the
others to follow, yes. There are a couple that

have bought into it and again, as | say, |

bel i eve those will be the nodels for the
future.

MR, ARGAWAL: | think New Jersey is
simlar. | think the governor created a smart

growth initiative about four years ago, trying
to match growth | and use, trying to get people
back in the cities. Unfortunately for us we
have old rail lines and trying to nake

i nvestment in that by expandi ng capacity and
trying to focus econom c benefits to what we
call transit villages which are econom c zones

around the transit stations so that we can
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focus on devel opnent.

You saw t he Hudson-Bergen rail |ine
today. It used to have only one mllion square
feet of office space in 1988 when it was
pl anned. Today it's got 17 mllion square feet
of space.

So there is work trying to connect the
wor kers where they want to go with the people
where they live and that's gold coast area
woul d think. Transit plays a nmajor role. W
need to capture that value in making the
transit [inaudible]. W have not done a good
job. We do those mmjor studies and try to
start new projects but after they're conpleted,
we not really have gotten together and say this
is the additional tax revenue which are coning
the federal level, state |level, local |eve
fromthese investors and they are real

MR. GALLOWAY: We've started to undertake
updating a master plan for one of these
corridors and the firms brought in basically
say the econonmetric nodels don't work that far
into the future, and they're unwilling to give

us a sense of what it is.
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| think the issue really cones down to is
the region is growi ng nodestly, and from a high
speed rail and intercity standpoint, the change
in our ridership is a nobileship, and the only
way that's really going to work is through a
col |l aborative effort with the states and making
i nvestments that support the intercity service
as well as the conmmuter service and that
mechani sm has not existed very well right now

MR, McARDLE: But if | might follow up
if you |l ook at the northeast corridor, you
know, as sonething you would invest in, do you
have basically kind of the ideal design for the
nort heast corridor? One that works; what you
woul d invest? And | don't nean unconstrai ned.
Somet hi ng you can defend professionally as the
total investnent that you would meke in the
nort heast corridor and the benefits that cone
out of that?

So whatever the number is, and it could
be a nunber that's very large and scary to a
| ot of people, but a nunber that |ays out what
the investnent is so that people can have sone

i dea of what the end state is and why that
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i nvestment, nmmde increnentally, to go back to
the point M. King nmade, in fact, has that
| ong-term payoff for everybody?

MR. GALLOWAY: And that's why | said
we' re updating our master plan. We don't have
that nunber right now, in terns of investnent
or benefits that accrue fromit.

The previous plans that were laid out
were either through the |egislative process or
frankly, just existed as part of the
i nheritance or |egacy of operating the
northeast corridor

The condi tions have changed so
dramatically over the last quarter century that
it's very difficult to see the vision keeping
up with it. The exanple | like to use is
conmut er service between Baltinore and Maryl and
when the northeast corridor was created there
was a grand total of two round trips a day
bet ween Bal ti nore and Maryl and; comruter
trains. |It's about 56 today.

The growt h has been dranmatic on the
comut er side. There's been changes on the

freight side. It has created constraints and
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choke points within the systemthat are
affecting all of our ability to reach the
vision that we need. That's why we're moving
forward wi th devel opi ng a new master plan
that's collaborative with all the states that
specifically will invite themin to be part of
the steering process to do that.

MR. BOCE: If | could just add one ot her
thing I think we all should think about, not
just the physical infrastructure. |f sonething
were to happen in Connecticut -- if you invest
in the physical infrastructure and overl ook the
rolling stock. And we got caught in
Connecticut with poor rolling stock and now
we're putting in a billion dollars to catch up.

And that's a billion dollars of state owned
noney, by the way.

I think if you're | ooking for that
federal partnership, is it going to be just the
physical. | think you got to think about the
rolling stock side. | know Anmtrak -- | won't
speak for Drew here, but | think they could use
alittle nore investnent in sone rolling stock

right now as well. Sone of their equipnment is
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getting old like ours was.

So | think as you're | ooking at this
rail, it's not just the physical investnent,
the infrastructure, but the rolling stock is
expensive and you need to have a plan to nake
sure you have good rolling stock for your
ridership as well

MR. GALLOWAY: We have a virtual bidding
war right now between the states for avail abl e
rolling stock. Alnpbst anything that's
conpetitive that can roll is being | ooked at by
states across the nation because demands are
growi ng that much.

And | think just to echo what Ji m was
sayi ng, we believe that there's enough revenue
that coul d probably be generated fromthe
collection of the operators along the northeast
corridor to sustain normal maintenance.

The issue really comes with backl og which
is, again, part of a legacy and future capacity
and trip time inprovenents that go well beyond
the ability, | think, of users to generate that
type of funds.

MR. McARDLE: But presunmably the spin-off
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is the kind of spin-off you end up with the
northeast corridor investment and the same was
with the light rail. Because if you | ook at
that 16 mllion square feet of additiona

of fice space, putting aside any of the persona
i ncome tax or corporate taxes that are
generated within those buil di ngs and New York
City that would throw off $160 million a year
in additional property taxes, okay, right off
the bat because that's basically what the tax
here is; about ten bucks a square is property
t ax.

That's a huge increnent to the tax base
in those communities.

MR, ARGAWAL: As an exanple, the tunne
project is going to cost approximately 7.2
billion over the next ten years. Once it is
built, it is expected to generate 44,000 new
jobs, and just in taxes alone it's going to
generate about $480 million per year, annually.

That's a | ot of nobney conming into the
federal coffers, state coffers, |ocal coffers.
W need to, as | said, -- that's just an

exanpl e, only capacity between Newark and New
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Yor k.

Just i magi ne what we can do if we add
nore capacity to the rest of the -- to connect
Boston to Washington with nore frequent --
that's the |l evel of investnment we need, and
know with Antrak, you asked a question whether
there's a master plan, but we do need to
establish a process to get that kind of master
pl an.

There's no process today. It's nore a
cooperative process by Antrak initiating effort
in maki ng sure it happens, but you need that
master plan, you need a funding plan for the
federal partnership and that's -- which sort of
lays out division inits totality, not just on
a needs base but on a funding base.

MR. SCHENENDORF: Now we get into the
non-expert in transit, intercity rail

|'"ve got three | think fairly sinple
questions. First | just want to make sure in
ny own mnd | understand when we tal k and DOT
tal ks about -- we've had presentations made to
us on the transit needs study that DOT does --

t hat needs study does not reflect the kinds of
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i mprovenents that you're tal king about; is that
correct.

MR. BO CE: Yeah. You need a separate --

MR. SCHENENDORF: So these investnents
really are over and above, for the nobst part,
what we're talking about with DOT needs study
as to what the existing systens needs.

MR. BOCE: Right. [It's best to bring it
to a state of repair; right?

MR, SCHENENDORF: The second question is,
and |1'd like each of you to conment on this, as
to whether or not we need additional federa
i nvestment to meke all this happen or whet her
or not the federal governnent could play a
di mi nished role and really leave it to the
states in the private sector to acconplish
these transportation objectives; and as to
whi ch of those two paths we need to go down if
we're going to try to acconplish the kinds of
things we've talked about. 1'd like each one
of you to say which one you think we ought to
do.

MR, GALLOWAY: From our perspective we've

mai nt ai ned consistently, we think there's a
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federal role for the national system and then
specifically on the northeast corridor; both to
address what | call the historic | egacy of
under fundi ng and assets that have been put
into either a state of deferred maintenance or
due for replacement. And that was our |egacy
that was inherited by the whole region froma
series of six or seven bankrupt railroads in
the 1970s that brought this all about.

I think when we | ooked at it we believe
it's a stretch to get just private devel opnent
to look at it froma system perspective and be
able to raise the capital that's really
necessary to achieve the type of benefits that
we think are possible. So we would say we

think there's a continuing federal role for it.

MR. SCHENENDORF: Would you say it needed
to be increased investnent |evels fromwhat it
is today?

MR, GALLOWAY: Yes, | do. Again, the
rate of growth that the regi on has experienced,
predom nantly on the conmuter side but

certainly on intercity as well, is exceeding
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the ability of the region to invest properly,
to keep up with it. |It's been a struggle in
many cases.

MR. SCHENENDORF: M. King.

MR. KING M. Yaro tal ked about his view
of history, the last great thrust of the
federal visioning. The interstate systemis
breaki ng down, in lots of parts of the country,
and there's not enough noney to put it in a
position to accept the traffic we expect over
t he next coupl e of decades.

I-81 in Virginia is a good exanple of a
corridor that is under a lot of stress, a |ot
of which is freight-related stress. \here
north and southern state of Virginia and sone
of the surrounding states up or down stream on
| -81 have tried, have struggl ed and needed --
deserve a lot of credit for having struggled
with the question of how to optim ze
t hrough- put of passengers and freight through
that corridor. But failing a source of federa
mul ti-state funding, back to this
jurisdictional issue, those discussions have

not yi el ded anything of great substance.
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You' ve got the sane issue in other
corridors. | would nention 1-95. | know that
Nei | Pedersen is on your agenda for tonorrow.
He chairs the 1-95 Corridor Coalition, and it
is broader than just the road, the |-95, of
course, but -95 is experiencing a great dea
of stress.

In North Carolina we've got 182 mles of
it. We've got three plus billion dollars
worth of capital that needs to be sunk into it
over the next ten years or so. Should have
started five years ago, have not started, and
if we do a poor job of that in North Carolina,
when you head south you suffer

And we're not the only state that's not
doing its fair share or its share because there
is no adequate resources for the job. As we
| ook at the sources issue, we ought to be
| ooki ng at what burden, what part, particularly
the freight burden, we can place on rail, for
all the reasons that we all agree with; it's a
better energy policy, it's a better air quality
policy, it's a better hazardous materials

policy, and it can also, if done intelligently,
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foster passenger service as well

The |l ack of the federal platform and
funding stream predictable multi-year funding
stream stunts the growth of all those
di scussi ons.

MR. AGRAWAL: | think the infrastructure
i nvestments are so huge and the val ue captured
is [unclear] around this structure there is
very little private investnent on this capacity
transportation study. The benefits which
accrue are very hard for a private conpany to
capture in their income streans.

So we needed a federal -- we have tried
at the state level in terns of execution
design/build kind of role for private sector to
cone in and it worked. It can work in the
future as well, but the underlying capita
i nvestment, which shifts the benefits across --
because it cones from-- the benefits can
i mpact [unclear] for this area. State and
public sectors are very [unclear]. The needs
are so great in the nulti-jurisdictional area
like that, the federal government has to play a

strong role simlar to the transit nodel or the
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hi ghway nodel .

MR, VEYRICH. M. Chairman, if | mght,
have to depart now, and | apol ogize to you and
to the excellent panelists these are really
first rate people and they understand the
probl enms, and | hope we pay particul ar
attention to what they've told us. But, again,
it's not -- it's a conmtnment that | have back
i n Washi ngton that causes nme to |leave at this
particular tine so --

MR. McARDLE: Thank you.

MR. VEEYRI CH:  Thank you.

MR. KING Fromthe Connecti cut
perspective there's two things. There's the
infrastructure and then there's the operations.

And | believe you absolutely need a federa

i nvol verent in the infrastructure and a state

i nvol venent. There's a role for the private
sector, but, as we've learned with
public/private partnerships, you need a revenue
side. In Connecticut your works -- you have
stations, we have parking structures revenue/
We're getting a lot of interest in private

sectors building those parking garages and new
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stations for us, because it's a payback for
themover |ife and we get a nice new station
out of it.
If we have that revenue stream | think

the public or the private side definitely has a
role, but there's a lot of other infrastructure
that | don't see how you can do a
public/private partnership right now And
that's why | think the federal governnent needs
to step up and the state governnents need to
step up, we need a bigger role. If we're going
to have a national rail systemwe do need the
federal governnent to step up to that.

Connecticut's perspective? Hey, we'l
oversee the operating deficit. W spend $200
mllion a year in Connecticut to subsidize our
bus and rail services, but we'd see a benefit
to that; |ess autonobiles, better air quality.
You coul dn't put those autonobiles on the roads
today, so there is that benefit. W're willing
to put that kind of noney up but we really need
a long-termcomritnent fromthe federa
gover nment .

MR, SCHENENDORF: Thank you. M | ast
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question, and this is probably the nobst naive
of the questions. You put out a very bold
vision for rail transportation that, frankly,
i nvolves a lot of inprovenents on the freight
rail system

We al so hear there are currently record
| evel s of investnent being made in the freight
rail systens by the railroads, but that would
even have to increase significantly just for
themto keep their current market share of
freight as we nove forward, and if they were
actually going to attract -- expand their
mar ket share of freight and take more trucks
of f the highways, that |evel of investnent
woul d even have to go up further.

Is this all doable? | nean can you nake
that kind of investnent to get nore freight
onto these railroads and at the sane tine,
provi de the kind of bold rail vision that
you' re tal king about on these tracks? Is it
technol ogi cally possible to do all of this and
keep these trains noving; multi jurisdictiona
trains, some of themfaster than others, and

keep the whole freight systemrunning with
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i ncreased freight and, really, enough capacity
to actually take nore trucks off the hi ghways?

MR. BOCE: | think you're going to need
new rail rights-of-way to nmake that happen. |
don't think you can do it within the existing
rights-of-ways. As freight traffic grows
they're not going to want passenger trains on
there because they're privately owned; they're
maki ng noney off of that. They're going to
want to carry nore freight on that so the
wi ndow of opportunity to use it for passenger
services, | think, dw ndles.

Can you get sone efficiencies out of it?
Sure, but | think if you're really |ooking bold
and longer term if you want to | ook for maybe
that 50 year vision, then you really have to
| ook for a significant number of new rai
ri ghts-of-ways to be able to handl e not only
passengers but naybe even new freight
ri ght s- of - ways.

MR. KING Let ne suggest that that's
probably an answer that is nore accurate in
Connecticut or perhaps in the northeast

corridor than it is in other parts of the
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country. We've got unused capacity in
rights-of-way in the southeast in particular
[unclear], and a lot |ess devel oped areas of
the country that can be exploited before you a
have to seek a |lot of new rail rights-of-way.

What is missing in the equation, | tried
to allude to a way to deal with it in ny
written remarks, is a way of assessing
benefits. There is a significant public
benefit to a better freight railroad. The
freight railroad has historically been expected
to make the private investments in their
railroad to grow their business and nake profit
for their shareholders, but the public sectors
benefit in the formof |ess wear and tear on
hi ghways.

If you want to get a hi ghway engi neer
excited about rail, the best way to do it is
tell himhow you' re going to take 85,000 pound
| oads of f his highway, which is beating his
hi ghway to death. So those public benefits,
not to nention air quality and energy benefits,
are not properly, | think, assessed as we think

about this conbination of funding, private and
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publi c.
Rai | road sharehol der capital, which is

invested in the hundreds of mllions in the

bi gger areas, perhaps nmore than a billion a
year, but not tens of billions a year, and
public financing which are -- or funding --

which is virtually unavail abl e because we don't
have a federal partner. So the public benefits
of nore successful rail have really not been
exploited, and it's hurting our interstate
hi ghway system

MR. ARGAWAL: | think from New Jersey,
not just speaking on the inter rail piece, we
have fairly extensive railroad networks here,
and the discussions we have are recogni zi ng
whi ch corridors make sense for passenger and
which will be for large freight. And if given
the built-up nature of New Jersey, it's the
nost densely populated, it's very possibly new
corridors that can work on, expanding right
away. GCenerally they are wi de enough, but it's
a question of this area is very expensive so we
need the flexibility to nmake sure that any new

projects which cone in have that recognition
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that this cost of doing business of this kind
is going to be nore expensive than an open area
where you can [unclear].

MR. GALLOWAY: Just to round it out, |
think it depends on the market, and not every
end point requires a train every 30 ninutes or
every hour a passing train, so that if there is
some of the nore regional markets that have
smal | er popul ation sizes, then a shared use
facility makes a | ot of sense.

I think what Jimis alluding to, the very
dense passenger operations or the very high
speed operations then separation al nnst becones
a necessity. So part of this is to | ook at
what the market is and nmake a determi nation on
t hat .

The other thing is looking at it from an
increnmental benefit and investnent that hel ps
on passenger service can help on freight
service. And |'ve seen exanples in Virginia,
in California and frankly Wsconsin, where al
of these investnments have really been nade as
part of the public expenditure to help on the

passenger side and the freight, the host
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railroads benefit fromit as well. Their
t hroughput goes up, congestion goes down for
them and there's general inprovements that they
see. And several of the class one railroads,
which historically resisted any interest in
type of public investnment and shared
facilities, have really come to recognize that
there's some value in it for themas well

The final piece on that, and this gets
back to market size again, we're all in the
busi ness of running the service, which neans
it's not just about capital investnent and
improving it, it's maintaining it day in and
day out. And that's done from revenues or
access fees or assessments fromthe | oca
areas, and sharing it neans you're sharing
revenues and sharing naintenance costs for a
variety of different users. That makes a big
di fference in making certain corridors
successful and -- but otherwise it's sinply
push them out of economic viability.

MR. SCHENENDORF: Thank you.

Do any of the other commi ssioners have

addi ti onal questions?
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MR, McARDLE: | have one question that
kind of follows up on that and, again, there
was a tine when the New Haven railroad ran both
the freight and the passenger services from New
York to Boston. And | wonder now that you have
a split operation, and we have the same thing
with the Long Island Railroad, has that nade a
difference in the way in which freight's been
al l owed to grow or encouraged to grow within
the Connecticut corridor? As sonmebody who
drives 95 a lot, | get struck by the queuing at
night. It's like the trucks kind of pull in
and just kind of just huddle up at sonme point
in time and there seens to be, you know,
literally no roomin some of the rest stops
along 1-95 for a single nore truck. They are
literally now back on the shoul ders, you know,
a half mle at some of the rest areas sinply as
t hey queue.

Was t he whol e integration of both
passenger and frei ght conponents, when the New
Haven ran, a better way to operate in ternms of
kind of just neeting the needs of freight

movenent in that corridor? Because it seens
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we've all gone to trucks, but there's no nore
room for the trucks, it seens, in that corridor
from New York eastward.

MR. BOCE: | think you' ve seen a
transformati on. You don't have that heavy
i ndustry along the New Haven |line that you had
50, 60 years ago, 40 years ago even, and what's
happened is, we've | ooked at that an awful |ot.

We' ve studied truck and goods novenent fl ows
i n Connecti cut.

The problemthat we see here is that the
majority of those trucks are meking nultiple
stops. Al conmmodities; they' re just not rai
conpati ble. They cone out of the nmjor
war ehouses out of northern New Jersey or
wherever, and they need to be anywhere in
Connecticut in three, four hours, even sitting
an hour on the George WAashi ngton Bridge or they
can be Rhode Island, in Massachusetts, in five
or six hours. You're not going to conpete with
that even if you could put themon a rail car
inmy opinion. | think that's part of the
probl em and New England is the end of the I|ine,

if you will. And sooner or later it's got to
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be delivered by a truck and it's just
econonically where do you put it on a truck

From Connecticut's perspective, we have
| ooked a lot at -- and we've tried to invest in
freight bulk facilities and those types of
conmodities that are nore conducive to rail
and right now are being served [unclear] [up
till being in main line] from Massachusetts
down, works pretty well for us. The northeast
corridor, that is the New Haven line, is nore
val uabl e novi ng peopl e today.

MR. McARDLE: But it's kind of -- it's
al nost -- | asked you kind of a trick question
because people have this habit of buying
things. |If we could break themof that it
woul d be a | ot easier, but because they buy
things, they're in stores, you need to get the
deliveries to the retail and the whol esal e
operations and as you point out quite rightly,
the northeast is basically by the rail network,
maki ng Jersey the only donor state on the
federal highway side. Because that's where the
war ehousing is, that's where the trucks get

fueled, that's where the gas tax gets credited,
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when all the consunptions is miles driven on

t he roads of Connecticut and New York. | maeke
that as a plea how this all works because we
don't get credit for that any nore than we get
credit for all the tourists that go through
North Carolina and South Carolina on their way
to Florida, generating all kinds of additiona
noni es for those states but that's beside the
poi nt .

G ven that's the case, you really seemto
have a task in Connecticut, if the population
is togrowin this corridor, of getting nore
and nore people off 95 literally so you can
just have the capacity for the trucks to nake
those | ocal deliveries. Because as it is now,
that conflict, because you don't have any
option for the local freight, really seenms to
be growi ng every year

MR BOCE: It's a balancing act. W're
| ooki ng at water, maybe possibly water plays a
role in alimted fashion but you're right,
it's a huge chall enge we face over the next
unpt een years.

MR. McARDLE: 50 years out, the roads
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ultimately becone nmuch nore frei ght dense every
time we add peopl e who buy things.

MR. GALLOWAY: | think there are sone
operating chall enges and New Haven typically
ran passenger trains in the 75 to 95
m | e-an- hour range and had relatively short
freight trains. That was one of their
hal I marks. A high speed train, at 150 niles an
hour is traveling 200 feet in a second, and the
disparity in an operating profile between a
passenger train going that fast, or close to
that fast, and a freight train becones a rea
problemin trying to manage it over a shared
route, and that's sonmething | don't think the
New Haven ever really had to deal with in that
cont ext .

The other thing, freight trains have
gotten bigger and heavier, and typically you,
say, conme forward to have a 3- or 4,000 ton
freight train which was probably on the |arge
side. Nowit's commopn to see 7- 8- 9- 10, 000
tons, so you're dealing with big things that
nove and big things that nove fast. And the

conmbi nation of themis difficult to nanage
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successfully, particularly when the densities
get very high on one side or the other

That being said, we are working with the
state al ong northeast corridor and one of the
class one railroads to expand their service,
and this is in the mddle of the high speed
corridor. There are sonme ways to do it, but
there are probably limted opportunities and
cost sone noney to make it happen

MR. SCHENENDORF: Thank you very much. |
appreci ate your being here.

The |l ast event for the day will be to

al | ow people to make comments or ask questions

fromthe audience. | think we have one person
who is willing to take us up on that, a Ron
Kil coyne. |Is he still here? Ron, is that you?

M crophone right there.

AUDI ENCE SPEAKER: Good eveni ng, my nanme
is Ron Kilcoyne. | serve as the chief
executive officer for the Greater Bridgeport
Transit Authority in Bridgeport, Connecticut,
and | realize you've had a |ong day so you
don't want to hear a lot, but | just wanted to

take advantage of being in the area to nake a



0145

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

few comments for the benefit of the conmi ssion
sonme basic, general comments.

I'"ve been in the public transportation
i ndustry for 26 years and as a transit
prof essi onal and as a student of
transportation, |1've come to the concl usion
that when it conmes to congestion, traffic
congestion, the only way to reduce traffic
congestion is to either have a significant
decline in population or econonic activity.
And since the population in the United States
is expected to continue to grow for the next 50
years and beyond, and |'ve never met anyone who
t hi nks encouragi ng econoni c depression is a
good public policy, reality is that we're going
to have congestion and so the -- the way we
approach things is how do we mitigate
congestion, how do we -- and the best way to
nmtigate congestion is to provide quality
alternatives to congestion; ways that people
can avoid that congestion.

Fix right-of-way transit, giving buses
priority, are, you know, two key areas.

Therefore, you know, my own persona
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1 recomendation for -- is, as the comm ssion

2 does its work is to |l ook at how do we fund

3 mai ntai ning the infrastructure we have in al

4 nodes of transportation in a top notch

5 condition and then expand that capacity by

6 providing alternatives, specifically as public
7 transportation and rail

8 I think you probably heard in your

9 testinmony or you're going to hear in your

10 testinmonies is that there's not enough -- we
11 are not investing naturally enough in our

12 infrastructure to keep it in this Iight

13 condition and to provide the necessary capacity
14 alternatives, which neans there is going to

15 have to be an increased funding.

16 You asked sonme of the speakers should

17 there be an increased federal role. In order
18 for -- to provide consistency and to neet goals
19 nationally, there needs -- | believe there
20 needs to be increased federal role, both in
21 funding as well as in the ways the funding is
22 di stributed to encourage high | evels of
23 i nvestment at state and | ocal |evel

24 Yes, it is going to have to be a
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partnership but there have to be incentives,
there has to be investnent, which nmeans you're
going to ultimately have to increase fue
taxes, and then | think phase those in. Phase
fromfuel taxes to vehicle nmles traveled fees
where the user pays based on the use of the
road.

| nmentioned that | believe the
appropriate strategy for mitigating congestion
is to provide alternatives to congestion and
specifically, right-of-way transit, ways of
providing priority for buses, and there aren't
many al ternatives because not only are you
providing effective alternatives to congestion
that everyone can use but this is also the best
way to address other social needs such as
gl obal warm ng and reduci ng energy dependence
and the national security concerns that come
with that. Inmprove air quality and inprove
access to enploynment. And on that latter
poi nt, many of the organizations in the State
of Connecticut that have been involved in
hel pi ng peopl e nove out of welfare into the

wor kpl ace and novi ng out of poverty into middle
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class, initially focus on day-care and training
as the obstacles. And they've cone to the
concl usi on that the bigger obstacle than
training or providing day-care is access;
difficulty of access in enploying, difficulty
of access in jobs, and of com ng around to
concl ude there needs to be an increased
investment in transit.

And | believe fromny own experience,
I've managed transit systemin California,
served in that urban area that was not
particularly a transit-friendly area or an area
where transit was expected to work and we were
able to -- | set an anbitious role of doubling
transit ridership when | got there. Well, we
actually increased transit ridership six fold.
And our capacity transit ridership was five
fold so it wasn't all just because of
popul ation gromh. | believe that you can
i ncrease the market share but you need to
provi de high-quality service, and that -- I'm
al nost done anyway. And there's been plenty of
studi es and research shown that providing high

| evel s of service does generate high |evels of
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ridership but that does involve increasing
operating funds.

Now, |'m not saying that the federa
government shoul d get back into providing
operating transit funds, but certainly | think
if the federal governnent should increase
overall to investment and transportation, al
nodes, and increasing -- and focusing on
i ncreasi ng capacity of public transportation,
does need to at | east address the operating
issue. And that could be by whether it is
providing -- allowi ng funds to be used for
operations or making any additional investment
in public transport -- in transportation
contingent on individual regions providing a
hi gher | evel of support for public
transportation so that we don't have sone areas
that are -- so that we have a npre consi stent
i nvestment nationally in public transportation.

But this is one area that does definitely
need to be addressed; how do we fund the
ongoi ng operations of public transportation?

So that sort of sums up ny comments, and

I'd be happy to answer any questions.
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MR, SCHENENDORF: Thank you very much,
Appreci ate your comments. Any questions?

MR. McARDLE: | do, | mght. [It's kind
of sonething that perhaps you could further
write to us about because you're sitting in
Bri dgeport, Connecticut. You have a service
area that's just Bridgeport or do you extend
beyond Bri dgeport?

AUDI ENCE SPEAKER: We extend beyond
Bri dgeport. The transit authority itself
i ncl udes surroundi ng towns of Stratford,
Trumbul | and Fairfield, but we also operate
routes beyond our service area, and we have one
route that runs al ong Hi ghway One between
Norwal k and MIford. |It's actually a joint
operation of three transit facilities.

MR. McARDLE: But | have a certain sense,
that, particularly over the last four or five
years with kind of the push into Greenw ch of
t he hedge funds whi ch have pushed people into
Stanford that have pushed back offices further
off the corridor to Norwal k and then further up
to Bridgeport and the like, you' ve had this

happy confl uence of pockets of popul ation that
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could be, in fact, enticed back into the

mar ket pl ace. And jobs on offer as the growth
of jobs in the gold coast has been rather
substantial, particularly in the Geenw ch and
Stanford area, to the point they're pulling a
ot of their |ower income workers out of New
York City, Fordham and NewarKk.

I guess one of the questions that | would
ask is: Have you people | ooked at how nuch
nore jitney service really would be functiona
Wi thin your service area to pull nore people
out of their cars or out of their houses if
they don't have cars, so that they can access
the rail, you know, in Bridgeport or in MIford
or what have you?

A, to keep the cars off the corridor, but
B, also to give nore nobility to people who, if
they don't have it through you, get |ocked into
very limted ranges in which they can take
jobs. I think it's a point we have not heard
bef ore about the rationale, and again, what
happens in a comunity |ike Bridgeport, that is
clearly going through a substantia

transformation sinply by its own initiative but
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also sinply by the working and the rolling up
of the econony eastward in Connecticut.

AUDI ENCE SPEAKER: We have | ooked at --
I nean we didn't specifically focus on jitneys
but we have nost of what the --

MR. McARDLE: But | mean a collector
service. New Jersey has done some of this, but
a collector service that will, in fact, --

AUDI ENCE SPEAKER: Yes, we have

MR, McARDLE: -- do nore in getting the
cars out of the parking lots or keeping them
out of the parking | ots because npst
conmmunities don't want nore parking, and, in
fact, providing nore opportunities for people
to use the services that are there.

AUDI ENCE SPEAKER: We have | ooked at
both as far as access to rail from both angles;
how to get -- one thing to make rail nore
useful to access jobs within Connecticut, if --
for jobs that are not within the wal king
di stance of the train stations. For exanple,
in Norwal k, you have the Merritt 7 corridor
two mllion square feet of Class A office space

that's beyond the northeast corridor; you've
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got 20,000 jobs in Shelton in a concentrated

area; Unilever is expanding its facilities in
Trumbull. So we have | ooked at both. How to
get nore people to the train fromtheir hones
and also how to get people fromthe train to

t he j obs.

We have tried some | ow cost experinents.
We' ve sponsored, for exanple, van pools from
the Stratford train station to Si korsky. But
the problemis while those prograns work for
the people that use them they are very, very
l[imted and we do, in the end, we do need to
have nore funding to expand services. | nean,
we have a long -- a long wish list of -- we've
identified the services that need to be there
and now we're trying to inplenment those.

I nean there's some JARC noney that's
come into the state, and we've nmade our case
for what we need there, but right now, you
know, when CONDOT went and sai d what do you
want to ask for -- uses for this nmoney, you
know, they got about four tines as many
requests as they could possibly fund.

So certainly -- but there are lots of
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opportunities to expand to increase service,
and the key thing is, the services that we've
tried, the services that we've been able to
fund with JARC noney or with transportation
strategy board noney, which is another pot of
funds fromthe state that's enabled to increase
service, for the nost part all have been
extrenely successful.

And the coastal link is an exanple, is a,
to me, an excellent exanple of where a regiona
route was established where three transit
agenci es got together and jointly operate this
route. We use funding, we've tripled the
service in the peak hour, and we are stil
getting standing | oads. W need to expand it

even further and so --

(Continued on next page.)
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MR, SCHENENDORF: Thank you very much.

Appreciate it. Anybody else want to cone

forward?
Well, | want to thank everyone that was
here today. | amtold that | have to tell the

conmi ssioners to hold on to their badges for
t onorr ow
Thank you very much, and we start

tonorrow norning at 8:30. Thank you.

(Wher eupon, the hearing was

adjourned at 5:15 p.m)



