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Thank you, Mr. Chairman and Members, for the opportunity to share with you the Department’s perspective on the future of transportation finance in California.  


Last year, the Governor initiated a comprehensive Strategic Growth Plan (SGP) as the first installment on a twenty-year investment in California’s future.  As part of the SGP, we articulated a vision of transportation in California that would reduce the level of congestion in ten years to less than what it is today.  To accomplish this significant objective, we estimated a $107 billion investment in transportation infrastructure would be necessary over the next ten years.


This transportation component of the SGP provides a major step toward a solution for building and maintaining a transportation system that can keep pace with California’s growing population and economy.  Voter approval of Propositions 1A and 1B on the November 2006 ballot will enable us to fund long-overdue transportation improvements that will help overcome decades of chronic underinvestment.  Coupled with a sharp focus on performance measures to reduce congestion and improve mobility, the transportation plan helps prioritize needed investments and better leverages funding resources.  The Department of Transportation will do everything it can to expedite delivery of projects that will improve mobility throughout California. 


The approval by voters of Propositions 1A and 1B provides a substantial down payment on meeting California’s long-term transportation needs.  Aggressive leverage of bond proceeds with private-sector, federal and local resources will multiply the total funds that can be dedicated to improving and building transportation infrastructure. 


AB 1467, enacted this past session, provides additional opportunities for implementing high occupancy toll lanes (HOT lanes) and leveraging private sector investments in transportation infrastructure.  It authorizes four HOT lane projects using public-public partnerships (two in the north; two in the south).  It also authorizes four public-private partnerships projects, primarily associated with goods movement, supported by tolls on commercial vehicles of three axles or more (two in the north; two in the south).  

We need to build on this existing authority, to engage public-private partnerships on new transportation corridors, in order to attract private investment in California’s transportation future.  Tolled projects will also allow the State to leverage traditional funding with bonds based on projected toll traffic and revenue.  Tolling also introduces the opportunity to implement congestion pricing strategies, proven successful on the SR-91 corridor in Orange County and the I-15 corridor in San Diego County, to manage transportation system demand and provide environmental benefits.

There are a number of successful tolled project models.  There are projects operated by public agencies such as the Orange County Transportation Authority and the Transportation Corridor Agency in Orange County.   Some are operated by the private sector, such as the South Bay Express Way on SR 125 in San Diego County.  I think we need a comprehensive bill that allows for both models.   Building on the authority contained in AB 1467, we need legislation that allows regional transportation agencies to either decide to embrace and accept the risk of being a toll road owner/operator or to decide to assign the risks and responsibilities of toll road development and operation to the private sector.  We need to establish a screening process that ensures ample opportunity for public input and discourse before these critical decisions are made and projects are implemented.  

The concept we are proposing builds on AB 1467, and establishes a “grounds up” process to identify potential corridors, develop the corridor concept more fully, and present that information to the public for input before decisions are made to pursue a tolled project.  Specifically, the concept would:

· Require the California Transportation Commission (CTC) to identify high priority corridors with significant potential for development as a Public-Private or Public-Public Partnership (with financing based upon user fees, such as tolls).   The CTC would make its determination following two noticed public hearings—one in the north state and one in the south—based upon corridors nominated by the department and regional transportation agencies.   The evaluation criteria the CTC would use in making its determination would be established by statute, and include such factors as the extent to which corridor improvements would relieve congestion, the potential to attract private investment to finance the transportation improvements, and the technical and socio-economic merits of those improvements.  

· Following the determination of corridors, the department and regional transportation agencies would issue a “request for information” from public and private entities regarding potential transportation projects in the corridor.  The responses to the request would be required to describe the project as well as methods to finance and deliver the project.  The department and/or regional transportation agencies would be required to conduct a noticed public hearing at a location near the proposed transportation project for purposes of seeking public comment.  

· After the public hearing, the department or regional transportation agency would submit the selection of the transportation project to the CTC for approval.  The evaluation criteria the CTC would use in making its determination to proceed would be established by statute, and include such factors as the accelerated delivery of the transportation project, the extent to which the transportation project would relieve congestion, the attraction of private investment to finance the transportation project, and any other innovative financing alternatives.  

· The department and/or regional transportation agencies would then have the authority to enter into a competitive process with the private sector or other public entity, to develop the proposal.  This competitive process could be based on a solicitation of proposals for specific projects, prequalification and short-listing of proposals, negotiations with proposers prior to award and acceptance of unsolicited proposals with issuance of requests for competing proposals.   The department or regional transportation agency would be authorized to pay a stipend to proposers based on the department’s or regional transportation agency’s estimate of the value of the work product received if the proposal submitted was responsive to the request for proposals and met all requirements established for the transportation project.

· The department or regional transportation agency would be authorized to levy tolls or other user charges, and this authority could be granted to the private sector as part of the agreement process.  The agreements could include provisions for lease of rights of way, planning, environmental certification, and other services by the public agencies.  The facility would revert to the public agency at the conclusion of the agreement term.

This concept would retain provisions in AB 1467 with regard to non-compete covenants and exceptions for corridor improvements, such as safety projects and other projects that are already included in programming documents.  It would also retain the prohibition on converting existing transportation of infrastructure to tolls, except for the conversion from HOV to HOT lanes in which high occupancy vehicles continue to use the lanes for free.

The carefully-considered implementation of public-private partnerships can bring private investment, creativity and management into transportation in California.  Coupled with public oversight and opportunities to build consensus in transportation improvements, we can expand capacity on our transportation system, reduce congestion and improve mobility of people and goods throughout the State.  This is particularly important since California’s current transportation funding methods fall far short of meeting the state’s needs for ongoing maintenance, rehabilitation and expansion of the transportation system at both the state and local levels.  As discussed in the A-pages of the Governor’s proposed budget, these shortfalls will become more acute as increasing vehicle efficiency—so important to the state for its energy and environmental benefits—further erodes the revenues stream per vehicle mile traveled.  Inflation and skyrocketing construction costs, which have increased about 200 percent over the past decade, also contribute to the funding gap.  

While the bonds and the funds they can leverage will provide substantial congestion relief, state and local needs for maintenance, rehabilitation and operation cannot be adequately funded with currently available resources.  State-owned distressed pavement has increased from roughly 21 percent of the total system in 2001 to 27 percent in 2006, and could increase to 40 percent by 2015-16. We look forward to continuing to work with interested parties and the Legislature to develop more information about the scope of the problem and long-term solutions.

Thank you for the opportunity to discuss this important topic with you.  If you have any questions, I would be pleased to address them.
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