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Department of Transportation

Office of the Secretary

700 E Broadway Avenue

Connecting South Dakota and the Nation Pierre, SD 57501-2586 605/773-3265
FAX: 605/773-3921

April 9, 2007

The Honorable Mary Peters, Chair

National Surface Transportation Policy and Revenue Study Commission
United States Department of Transportation

400 Seventh Street, S.W.

Washington, DC 20590

Dear Chairwoman Peters:

Thank you for the opportunity to submit the attached statement of the South
Dakota Department of Transportation to the National Surface Transportation and
Revenue Study Commission. I will be presenting this statement in summary form
at the Commission’s hearing in Minneapolis. In addition to our own statement, we
support the joint statement of the Transportation Departments of Idaho, Montana,
North Dakota, South Dakota, and Wyoming which is attached to our statement.

As noted in our statement, South Dakota considers it essential that the
Commission’s recommendation to Congress expressly recognize that strong Federal
investment in highways and surface transportation in rural states as well as in
metropolitan areas is in the national interest.

Thank you for your consideration and for your hard work on the Commission. I loock
forward to seeing you in Minneapolis.

Sincerely,

Judith M. Payne, Secretary
Department of Transportation

Attachments




cc w/attach: Michael M. Rounds, Governor of South Dakota
Jim Soyer, Office of the Governor
John Thune, United States Senator
Tim Johnson, United States Senator
Stephanie Herseth, United States Representative
Kevin Tveidt, Deputy Secretary, Department of Transportation
John DeVierno, Attorney at Law
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Statement of Judith M. Payne, Secretary
South Dakota Department of Transportation

before the

National Surface Transportation Policy and Revenue Study Commission

Minneapolis, Minnesota
April 18, 2007

Madam Chair and Commissioners:

Good afternoon. I am Judy Payne, Secretary of the South Dakota Department of
Transportation. On behalf of the State of South Dakota, thank you for the
opportunity to appear before you today. Let me get right to my key points.

Vital National Interest in Investing in Rural Transportation

We consider it essential that the Commission’s recommendation to Congress
expressly recognize that strong Federal investment in highways and surface
transportation in rural states as well as in metropolitan areas 1s in the national
interest. Assisting Congress in finding solutions for increasing short-term and long-
term funding is critical to accomplish that goal. Because of a small population and
low traffic densities, tolling and public-private partnerships are not a practical
option in South Dakota or similar states for raising funds for transportation

infrastructure. Federal funding leadership 1s essential to ensure that rural areas




participate in a national transportation system that provides mobility, safety and

economic competitiveness—atll in the national interest.

Only a nationally integrated and flexible transportation system will ensure that our
country and our region can survive and flourish in the days ahead. De-emphasis of
the Federal role or “turn back” of Federal Highway Trust Fund revenues to the
states and localities that generate them would leave vast rural areas of the country
underserved, unconnected, and increasingly isolated. The country needs a
coordinated national system developed in partnership between the Federal
government and the states and administered by and involving the states. From
1956 to the present, the Federal highway and surface transportation program has
provided interconnectivity and access across state and regional boundaries to all

areas of the country. It must continue to do so.

By sustaining and improving the existing national transportation system as the
foundation for future improvements, the country can facilitate the needed economic
growth required to compete globally, financially support national security, reduce
urban congestion and improve rural and urban mobility, connectivity and access. If
we do this, we will reduce our vulnerability to dynamic global forces that require

the United States to have a responsive and flexible transportation system.

Large Rural States Have Special Needs and Dependency on Highways

South Dakota is rural, large, with a low population density and an extensive
highway network. It is almost 400 miles long and over 200 miles wide, has about 10
- people per square mile compared to 80 persons per square mile nationally. There
are about 19 people per lane mile of Federal-aid highway in South Dakota compared
to the national average of 128 people per lane mile. Our state has a per capita

income below the national average. Yet, our per capita contribution to the Highway




Account of the Trust Fund exceeds the national average. South Dakota’s per capita

contribution is about $150 compared to the national average of about $109,

Our state is typical of many western states that have a limited ability to pay for the
national connectivity that benefits the entire nation. Currently a penny of motor
fuel tax raises approximately $5.8 million in South Dakota. Qur system would have
many more needs if we were dependent on only our ability to raise funding to
construct, preserve and maintain our system. Qur state remits a portion of the state
fuel excise tax collected on the reservations back to the tribes which reduces our
ability to fund state transportation projects and match Federal funds. The lack of
timely access to air service cutside of the regional hubs of Sioux Falis and Rapid
City and the total absence of passenger rail have left South Dakota with highways
and, to a much lesser degree, transit, as the main modes to address our personal

mobility needs. Air service is available in other cities but it is limited and expensive.

In crafting SAFETEA-LU Congress gave funding recognition to states with large
land areas and low population densities. The Commission’s report and
recommendations to Congress should expressly recognize and support these
important considerations and should support strong Federal investment in

highways and surface transportation in rural states as well as elsewhere.

Strengthen Funding Without Raising Taxes in the Short Term

More than ahything, funding for the surface transportation system needs to be
strengthened. The short term situation facing the Federal highway program and
the Highway Account of the Highway Trust Fund needs immediate attention. Even
though the Highway Account as it exists may not have enough revenue to sustain
SAFETEA-LU funding levels, we do not want to cut Federal highway program

dollars in the short term given the huge long-term need. We encourage the




Commission to endorse short term fixes that will enable full funding of SAFETEA-

LU. This can be done without raising taxes.

For example, some fuel users are provided tax credits equal to their paid fuel taxes
and those credits are paid out of the Highway Account rather than out of the
General Fund of the Treasury. Changing the law so that the General Fund would
bear the cost of a policy decision to have certain highway users not pay the user fees
1s appropriate in our view. Also appropriate would be crediting the Highway Trust
Fund with interest on the balances in its accounts, Adjustments such as these are
described more fully in the attachment to my statement and, importantly, do not
increase anyone’s taxes. The Commission has a long term charge but completing a
long journey requires many small but immediate steps forward. We do not want to

fall further behind.

Accessing, Connecting and Integrating Rural Areas Is Important

All areas of the nation want to participate in international trade and commerce. In
the rural areas of our nation, our agricultural economy still provides a major
contribution to the positive balance of international trade. These exports provide
jobs for our citizens. For this and other reasons, rural areas of our country need to
remain connected by surface, rail and air transportation to all of the important
ports on the east and west coasts and the Gulf of Mexico, and to other
transportation corridors. In South Dakota, rail is an important component of that
service, particularly for agriculture. However, we have lost many rail branch lines.

This makes us more dependent on our highway network than most states.

In addition, highway transportation between the East and Midwest and the West is
not possible without excellent roads that bridge those vast distances. This
connectivity benefits the citizens of our large metro areas because air or rail

frequently will not be the best option for moving people or goods across the country




from, say, Chicago to Seattle. The many commercial trucks on highways in states
like South Dakota demonstrate every day that people in the major metropolitan
areas benefit from the nation’s investment in highways in rural states. In short,
there is a NATIONAL interest in facilitating interstate commerce and mobility that

requires good highways in and connecting across rural areas.

Unique Rural, Tourism, Public Lands and Tribal Issues Need Recognition

Many of South Dakota’s products are supported by a farm to market highway
production, collection and distribution system. Collection and distribution links the
farm with the rail-served grain elevator. Consequently, Federal-aid highways that
are not part of the National Highway System provide important support for these
goods movements. Without Federal support these routes could not be preserved and

maintained. Rural road safety would also suffer.

Tourism is also a major factor in South Dakota’s economy. This activity is highly
dependent on highways to allow the nation’s citizens to enjoy Mount Rushmore, the
Black Hills, the Sturgis Motorcycle Rally and the Badlands, Wind Cave and Jewel
Cave National Parks. Even though we are far from metropolitan areas, there were

over 3.7 million visits to South Dakota National Parks and Monuments last year.

The Public Lands Highway Program (PLH) and the Indian Reservation Roads
Program (IRR) help us maintain connectivity and access for the nation to the Native
American population, our National Parks and Monuments, and National Forests
and Grasslands. These huge parcels of Federally and tribally owned land can not be
developed by the states to generate economic activity and state and local
governments can not tax them. Yet the nation’s citizens and businesses want a
reasonable opportunity to be able to cross them and have access to them. This is an

expensive transportation proposition for sparsely populated states. Significant




mvestment of transportation dollars by the Federal government has been and

remains a proper response.

Public Transportation

Public transportation also plays a role in the surface transportation network in our
rural state. Tt is not just for large metropolitan areas. Transit is especially
important for Native Americans, our elderly and citizens with special needs. Transit
providers operate on our highway and street system to provide access to health care
and critical private and governmental services. This keeps our citizens productive
and effective while controlling government expenditures for services and outreach.
The Federal public transportation program must continue to include funding for

rural states like South Dakota and not focus entirely on metropolitan areas.

Current Program Structure is Sufficient but Efficient Program Delivery Is
Needed

We have heard talk that the Federal highway program structure in the United
States is broken and that it needs to be fixed. Though it needs improvement, we
think the flexibility of existing program structure allows it to meet the country’s
needs with only minor changes. We can preserve and maintain the existing surface
transportation system, address congestion and expand interstate corridors using
the existing program structure. Meeting surface transportation needs will require

action to increase funding but the program structure does not impede such action.

For example, we have seen statements of support for increased investment in
“intermodal connector” routes, particularly in port cities, without differentiating
between support for exports over imports. Some statements call for separate
funding for such routes. We would not go beyond the current system in this regard

and would leave it to the various states that have ports to determine whether and




how to provide funding, whether from their Federal formula funds, from state funds
or both. As we understand it, pressing congestion issues in ports are exacerbated
mostly by imported goods, not exports. We would be more inclined to support
investments needed to promote the competitiveness of U.S. industry and
agriculture. We would have those choices made by the states within the current

program framework.

Going forward, the percentage of the overall Federal highway program apportioned
to the states should increase and the percentage directed to Federal “off the top”
programs or named projects should be reduced. States need the flexibility to
responsively address changing needs and that flexibility is present in the existing
formula programs. That will allow all needs to be addressed whether they are urban

or rural based upon the state’s priority.

Beyond increasing the funding and Federal support for all of these programs, more
attention to efficiency and streamlining program delivery would be helpful. In

saying that Madam Chair, we want to emphasize that we deeply appreciate your

leadership in this area. You have worked hard to improve project delivery and we

hope more can be done.

Currently, the Federal transportation project delivery system is focused more on
process and avoiding litigation than on delivering system improvements quickly and
efficiently. Certain groups have seized upon the applicable provisions to delay
projects and that escalates costs. In times of high inflation, timely delivery is
critical. SAFETEA-LU was a great step forward but more incentives are needed for
Federal agencies to participate in procedures to facilitate project approval more
quickly. For example, currently certain legal sufficiency reviews for individual
historic projects are done by the FHWA Regional Office in San Francisco. These
approvals require no less than three months. If they were approved at the Division

level, hopefully decisions could be made more quickly. As globalization challenges




the economic standing of our country and as we become more dependent upon
modern logistics, part of our response should be to do all we can to achieve efficient

program delivery at the Federal level.

Consistent Positions Taken by Other Rural States

Before closing, Madam Chair, let me emphasize that, in addition to my own
statement on behalf of South Dakota, attached to my testimony is a written
statement that recently was submitted to the Commission jointly by the South
Dakota DOT with the transportation departments of Idaho, Montana, North Dakota
and Wyoming. We strongly support that joint statement and I ask that the attached
statement appear in the record of this hearing and on the Commission’s web site
with my statement as well as wherever else the Commission may post it. While I
am not testifying today for any department other than my own, I want to say that I
view my statement today as a complement to that broader, more detailed statement

of views on surface transportation program issues facing rural states.

Commendation to the Chair, Vice-Chair and Other Commissioners

Also before closing, let me add my personal appreciation and commendation for the
tremendous effort and commitment shown by you, Madam Chair, the Vice-Chair,
and the other Commissioners, in conducting hearings, studying papers and

undertaking all the other work of the Commission.

Conclusion

It 1s in the national interest that the Federal government continues to build upon
its historic strong role of investment in highways and surface transportation in
rural as well as urban areas. For all the reasons presented, we consider it essential

that the Commission expressly recognize in its recommendations to Congress that




significantly increased Federal investment in highways and surface transportation
in rural states as well as metropolitan areas is important to the national interest. It
18 not an overstatement that the needs of the country for safety, security,

competitiveness and quality of life are at stake.

Thank you again for the opportunity to testify.

et g e o e

Attachment: Joint Statement of the Transportation Departments of
Idaho, Montana, North Dakota, South Dakota, and Wyoming.




Statement of the Transportation Departments of
Idaho, Montana, North Dakota, South Dakota, and Wyoming -
to the
National Surface Transportation Policy and Revenue Study Commission

April 3, 2007

The Transportation Departinents of Idaho, Montana, North Dakota, South Dakota, and Wyomilig
(*we” or “our” or “us”) respectfully submit these comments to assist the Commission as it
formulates recommendations for Federal policies to improve the nation’s surface transportation
system.

Most importantly, we consider it essential that the Commission’s report and recommendations
expressly recognize that strong Federal investment in surface transportation in rural states, as
well as in metropolitan areas, is and will remain important to the national interest.

The nation needs a strong, interconnected highway and surface transportation network to meet
the needs of people for mobility and safety and business for competitiveness. Significantly
increased Federal investment is essential to maintaining such a network and meeting the
transportation needs of rural and metropolitan areas. The need for Federal funding leadership is
underscored by recent high levels of transportation construction inflation and the high cost of
preserving our aging Interstate and other National Highway System roads.

In the balance of this statement we will elaborate on these key points and make some additional
comments,

The Nation Benefits from Federal Transportation Investment In and Across Rural States

There are a number of reasons why it is essential to the nation to maintain and improve a strong
highway and surface transportation system in large rural states. Highway transportation between
the East and Midwest on the one hand and the West on the other is simply not possible without
excellent roads that bridge those vast distances. This connectivity benefits the citizens of our
nation’s large metro areas because air or rail frequently will not be the best option for moving
people or goods across the country from, say, Chicago to Seattle or San Francisco. The many
commercial trucks on rural Interstate highways in States like Idaho, Montana, North Dakota,
South Dakota and Wyoming demonstrate every day that people in the major metropolitan areas
benefit from the nation’s investment in arterial highways in rural states. So, thereisa
NATIONAL interest in facilitating interstate commerce and mobility that requires good
highways in and connecting across rural areas.
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Similarly, without a strong road network in the rural West, access to many of the Nation’s great
National Parks and other scenic wonders would be limited. The resident of a major metropolitan
area may not need the roads approaching Yellowstone or Grand Teton or Glacier National Parks
or the Mount Rushmore National Monument as often as he or she needs roads used in the daily
commute. But those citizens want high quality highway access to these national treasures for
those special trips that are part of what makes America great. Investment in such highways also
helps ensure that American and international tourism dollars are spent in America.

A significant portion of the economy in our region is based on agriculture, energy production,
and natural resource extraction. There is a strong national interest in ensuring that agricultural
and resource products have the road network that is needed to deliver product to markets,
particularly export markets. In addition, the growing ethanol and alternative fuel industry is
located in significant part in rural America and not on Interstate highways. It is an important part
of the national effort to reduce dependence on foreign oil. Our road network needs to be
adequate to serve agriculture, resource and energy industries.

Another consideration is the huge parcels of Federally owned land in the West. Development or
use of these lands is either prohibited or limited, and State and local governments can’t tax them.
Yet, the nation’s citizens and businesses want a reasonable opportunity to be able to cross them
and have access to them. This is an expensive transportation proposition for sparsely populated
states. Significant investment of transportation dollars by the Federal government has been and
remains a proper response.

This national road network provides other benefits that may be hard to quantify. For example,
without the option of using Interstate and arterial roads across the rural West and Midwest, rates
for some air and rail transportation movements could well be higher.

One of the original reasons for the Interstate System was to support prompt movements of
military personnel and supplies. A strong system of arterial roads in rural areas, as well as
metropolitan areas, continues to support efficient military movement.

In short, the entire nation, including the citizens of metropolitan areas, clearly benefits from
fransportation investment in rural states in our region. In crafting SAFETEA-LU Congress gave
stronger recognition to states with large land areas and low population densities. The
Commission’s report and recommendations to Congress should expressly recognize and support
these important considerations and should support strong Federal investment in highways and
surface transportation in rural states.

Tolls Are Not an Answer To Transportation Needs In Rural States

We have observed a lively debate about the role of public private partnerships and tolling in
meeting the nation’s transportation needs.

We say “observed” because, while public private partnerships and tolling may have a modest
role in meeting transportation needs in some areas of the country, we do not have the traffic
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densities to make tolling even a viable option.

Thus, we share the concern expressed by Chairman Oberstar, as well as others, that public
private partnerships and tolling will not maintain or produce an interconmected, integrated or
strong national surface transportation system.

We believe that strong Federal funding leadership is essential {0 maintaining and improving a
national highway and surface transportation network that meets the needs of people and business.

Rural States Face Serious Obstacles in Preserving and Improving the National Highway and
Surface Transportation Network

Our rural States face a number of serious obstacles in preserving and improving the Federal-aid
highway system within our borders. Our states:

are very rural,

are large,

have low population densities, and
have extensive highway networks.

Taken together, this means that our large road networks have very few people per lane mile to
support them. In South Dakota, for example, there are about 19 people per lane mile of Federal-
aid highway, in Idaho 60, in North Dakota 16, in Montana 29, and in Wyoming 29. The national
average is 128 people per lane mile. This alone indicates that our citizens have limited ability to
pay for the national network connectivity that benefits the entire nation.

And there are additional obstacles. Qur states:

e have incomes 10 percent or more below the national average, while
¢ the per capita contribution to the Highway Trust Fund attributable to
our states exceeds the national average.

More specifically, the per capita contribution to the Highway Account of the Federal Highway
Trust Fund attributed to Idaho is $119, Montana $156, North Dakota $161, South Dakota $150,
and Wyoming $312. The national average is $109 per person.

These factors make it very challenging for rural states to provide, maintain, and preserve a
modern transportation system that connects fo the rest of the nation and to global markets and
economic opportunities -- even with the support of Federal funding at today’s levels.

So, in the rural States there are long stretches of highway, fewer people to support each lane
mile, and lower incomes fo support transportation investment. And our citizens must contribute
not just towards capital investment, which is partially funded by the Federal program, but also to
maintaining Federal-aid highways, which is solely a state expense.

For reasons such as these, we think that there is no question that, to achieve the important
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benefits of a truly national, interconnected highway and surface transportation system, the
Federal highway program must provide substantial funding for the Federal-aid road network in
rural states, as well as elsewhere.

Our Needs Are Large and Inflation Has Made it Much Harder to Meet OQur Needs

We can assure the Commission that rural states’ needs for highway investment and maintenance
exceed available combined Federal, State and local resources by a wide margin. Further, this
investment gap has grown in recent years due to inflation in transportation construction that has
far exceeded increases in the consumer price index.

In addition, as the Interstate System ages, resurfacing will not be enough to maintain its
condition and its ability to serve national and regional commerce and mobility. Increasingly, the
Interstate System will need to be reconstructed — a very expensive proposition that could well
prove to be more expensive than we currently believe. We seriously doubt it will prove to be
less expensive than currently estimated.

In short, we have significant and growing unmet needs just to maintain and preserve the system —
and we, like other states, want to improve it as well. Public private partnerships and tolling are
not really available to help us meet needs. Our states are already making greater than national
average contributions to the Highway Trust Fund — with lower than national average per capita
incomes.

For all of these reasons, the Commission should recommend actions that will result in the
Federal government providing strong, significantly increased funding for highways and other
surface transportation investment, particularly including highways in rural states. We see that as
essential to meeting the national interest requirement that our nation preserve and maintain, as
well as improve, an interconnected national highways and surface transportation system.

Short Term Improvements in Revenue to the Highway Trust Fund Are Very Important

There are many facets to the financing issue. Today, we will stress one that we believe deserves
more atiention — short term steps that can be taken to shore up the Highway Trust Fund,
particularly the Highway Account.

We see positive short term action as vitally important to successful long term action.

We are all familiar with the wise statement that “a journey of a thousand miles begins with a
single step.” We are certain that the great philosopher, in offering that advice, was not
~ suggesting a first step backward!

So, the transportation community and policy makers should take action to ensure that highway
and transit programs supported by the Highway Trust Fund are not cut in the near term from
SAFETEA-LU authorized levels due to short term shortages in the Highway Trust Fund. Less
investment now would be a step backward and would make it even more difficult to achieve an
improved surface transportation system in the long run.
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More specifically, we are greatly concerned that, due to Highway Trust Fund receipts lower than
estimated at the time SAFETEA-LU was enacted, the highway program could be asked by some
to take a cut from SAFETEA-LU levels before the end of FY 2009. Indeed, the Administration
has proposed a reduction of $631 million in the highway program for FY 2008 due to concerns
that the declining balance in the Highway Account of the Highway Trust Fund cannot support
SAFETEA-LU funding levels. '

We disagree with that approach and support ways of addressing the shrinking Highway Account
balance that would not reduce authorized SAFETEA-LU funding levels.

There are options that can help in the short term, including options that do not require tax
increases. For example, the Highway Trust Fund is perhaps the only trust fund in the Federal
Government not credited with interest on its balance. That could be corrected, perhaps even
retroactively to the beginning of SAFETEA-LU. In addition, for various reasons, some highway
users receive back from the Federal Government credits (essentially refunds) equal to the gas
taxes they pay. Such refunds should be paid out of the General Fund of the Treasury, not out of
the Highway Trust Fund as is the case today. The proceeds of the tax assessed on “gas guzzler”
vehicles could be placed in the Highway Trust Fund. There are undoubtedly additional such
changes in law that would fairly credit the Highway Trust Fund with funds it does not receive
today. Such changes would not increase taxes but would adjust current laws to properly credit
the Highway Trust Fund.

Taking such steps would not only help shore up Federal program investment levels through FY
2009, they would add money to the revenue stream that would be considered to be within the
revenue “baseline” when legislation for later years is developed. Making such changes now
would give the nation a head start on having the Federal revenue that is needed to improve the
highway and transit programs in the future.

In addition, the Highway Trust Fund should not be drained by unauthorized expenditures from
the fund. We note with disappointment that, as the Highway Account of the Highway Trust
Fund is hurtling towards a zero balance, the Administration’s budget submission for FY 2008
proposes using the Highway Account to pay for certain NHTSA vehicle research activities that
are not authorized to be undertaken with Highway Trust Fund monies. We support funding
NHTSA'’s safety activities at authorized levels, but with authorized sources, not through
unauthorized use of approximately $122 million in Highway Account funds per year at a time
when the Account’s proverbial cupboard is bare. Any such unauthorized outlays from the
Highway Account would lower the Account balance and, mev1tab1y, make it harder to make
needed highway and transportation infrastructure investments.

' We support the Administration’s announced intention to correct the way the Highway Trust Fund accounts for
funds flexed from the highway program to transit projects. The practice has been to remove from the Highway
Account an amount equal to the dolar value of the flexed Federal highway funds as soon as a decision is made to
flex the funds for a transit project. Now, the Administration would shift such funds from the Highway Account to
the Mass Transit Account of the Highway Trust Fund as they are utilized for the project over time. This change is
commendable and mitigates, though apparenily does not solve, the problem of potentially inadequate revenue in the
Highway Account to support SAFETEA-LU funding levels through FY 2009,
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We believe that the problem of potentially inadequate funding in the Highway Account to get
through SAFETEA-LU should be solved in a way other than by reducing authorized SAFETEA-
LU investment levels for highways or transit. That can and should be done.

Some Comments on the Structure of the Federal Program

Before closing, we offer some comments on the structure of a future Federal surface
transportation program.

The Highway Program Should Continue to Be a Federally Assisted State Program and Should

Direct an Increased Percentage of Program Funds to the States. The future Federal highway
program should continue to distribute the vast majority of funds to the states. States would

continue to select projects and deliver the program. This is a partnership that has worked well.
In the future, the percentage of overall Federal highway program funds that is apportioned to the
states should be increased, and the percentage of overall program funding directed to Federal
“off the top” programs or projects should be reduced.

The Highway Program Should Continue to Provide Funding for Interstates, the NHS, other
Arterials, and Major Collector Routes. Under this long-standing approach, approximately 24
percent of the Nation’s over 4 million miles of public roads are Federal-aid eligible. This strikes
a good balance, focusing the Federal program on the more important roads, but not on so few
roads that connectivity is weak., While we believe that the importance of investment in the
Interstate and other NHS routes is beyond doubt, we want to emphasize that non-NHS Federal-
aid roads are also an important part of the network of federal-aid routes. These roads make up
approximately 20 percent of total road miles in the nation and carry over 40 percent of the traffic
nationwide. These routes provide an important link between the NHS and local roads and streets
and ensure that regions can connect to the NHS system without a disproportionate number of
expensive Interstate or NHS lane miles.

In addition, there has been increased attention in recent years, including in SAFETEA-LU, to the
national interest in improving safety on rural roads. More than two-thirds of ail roads in the U.S.,
are located in or near areas with populations of less than 5,000. In 2002, 60 percent of highway
fatalities occurred on rural roads and, of those fatalities, 41 percent occurred on two-lane roads.
The most important of these roads are eligible for federal funding. It will be important to
continue to provide funding to address deficiencies on these routes.

Further, over the last two or three decades tens of thousands of rural rail branch lines have been
abandoned. Over that time Class I railroads have shed over 100,000 routes miles. While some
of those former Class I miles are still operated by smaller railroads, the reduced reach of the rail
network means that many areas, particularly rural areas, must rely more heavily on trucks and
the road network for important commerce needs.

For these and other reasons, now is not a time to reduce the extent of the road network that is
eligible for Federal funding.

While Maintaining Eligibility for Arterials and Major Collectors, we would Increase the
Percentage of overall Program Funding dedicated to the Interstates. With the high costs of
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reconstructing Interstate routes looming, and given the importance of these routes to interstate
commerce, we are comfortable with the notion that a higher percentage of apportioned funds
should be for these highways, provided that the overall percentage of the program that is
apportioned to States increases, as we recommend, or at least does not decline. We would also
increase the basic Federal share of non-Interstate NHS projects to 85 percent, to reinforce the
importance of the NHS. Further, any increase in the proportion of funds dedicated to the
Interstates should not be at the expense of other traditional programs with broad eligibility, such
as NHS or bridge or STP. We see providing added funding emphasis to the Interstate System as
the right way to respond to calls by some for more emphasis on roads that are important to
freight. The Interstates are critically important to freight. Creating a new road system, with new
rules, or pitting states against each other in a new competition to be part of some new Federal
system does not strike us as constructive.

Preserve Highway Trust Fund Dollars for Transportation Investment. As we all know, since

September 11, 2001 there has been, correctly, an increased focus in this country on
transportation security, including funding to improve security. Fortunately, such funding has
been from the General Fund of the Treasury, not the Highway Trust Fund. This approach should
continue. Frankly, to help ensure that Highway Trust Fund dollars produce as much direct
transportation benefit as possible, we would explore shifting some functions, such as FHWA
Administrative costs, to the General Fund of the Treasury, so that more of the currently scarce
funds in the Highway Trust Fund would be available for actual program investment.

Continue Federal Lands Programs. Distinct from apportionments to States, the Federal highway
program has long included separate funding for Indian Reservation Roads and highways on
Federal lands and in national parks. These are lands with no private ownership (except perhaps
small inholdings) and states have limited if any ability to tax them or benefit from economic
development of them. While there are national parks, other public lands, and tribal territories
throughout the country, it is fair to say that the Federal public lands highway programs probably
never would have been developed but for the large Federal and tribal land areas in the West. The
need for these Federal Lands highway programs continues and the Commission should recognize
that in its work product.

Reduce Regulatory and Program Burdens. The Federal highway and transit programs are not

simple. An enormous amount of planning is required in order to deliver actual projects and
programs. We are confident that the overall program can be made more flexible and that project
delivery time can be reduced. We suggest that the Commission support reasonable suggestions
that it receives to expedite project delivery processes and reduce program overhead. For
example, we read that a witness at one of the Commission’s earlier hearings criticized current
regulatory practice regarding “fiscal constraint” as unduly burdensome. The original concept of
fiscal constraint being an element in the development of transportation improvement plans was a
straightforward one - that states and metropolitan planning organizations should not plan to build
a list of projects when there is not enough money available to support those projects. A fiscal
constraint concept could have been implemented by requiring a simple certification by a state or
MPO. Instead, ensuring that a STIP or TIP is fiscally constrained has evolved into a complex
and somctimes frustrating system that involves USDOT approval of requests to update
transportation improvement plans to reflect modestly changed circumstances. It is not needed.
We can’t spend what we don’t have. We don’t need extensive regulations to confirm that.
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That’s just one small example of a way the program could be simplified.

Similarly, we do not support the creation of additional program categories or new program
requirements that would limit how a state can use funds within any category. Right now we
suspect that any major type of transportation investment that a state wants to make is eligible for
investment. A new special program is not required for states to be able to respond to needs for
mvestment in corridors that are considered important. More funding is needed, but not new
program structures. Additional program flexibility could be helpful, such as increased ability to
flex funds between categories.

We are not saying that the program is not well run -- either by USDOT or by States or transit
agencies — but we believe that the effort should be made to reduce regulatory burdens and make
it easier to deliver the program benefits to people and business.

Public Transportation. Public transportation also plays a role in the surface transportation
network in rural states. Public transportation is not only for large metropolitan areas. For
example, the northern tier Amtrak service, the “Empire Builder,” provides an important option
for long distance travel to some of our nation’s isolated communities. The Federal transit
program includes a program of apportionments for rural transit. Transit service is an important,
sometimes vitally important link for citizens in small towns to get to the hospital or clinic as well
as to work or other destinations. In some rural areas we are experiencing an increase in the age of
the population and public transit can be important to aging populations. In short, Federal public
transportation programs must continue to include funding for rural states and not focus entirely
on metropolitan areas.

Conclusion

For all of the reasons presented, we consider it essential that the Commission expressly
recognize in its recommendations and report to Congress that significantly increased Federal
investment in highways and surface transportation in rural states, as well as in metropolitan
areas, is and will remain important to the national interest.

The transportation departments of Idaho, Montana, North Dakota, South Dakota, and Wyoming
thank the Commission for its consideration of these comments and respectfully request favorable
action on the above comments and recommendations.
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