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Overview

“Decades ago we built the best
infrastructure system the world has
even know and then proceeded to

take it for granted.”

Thomas Donahue, CEO
U.S. Chamber of Commerce ‘ ‘ ‘

www.masseypowell.com

The Politics of Transportation Infrastructure 1



ASHE Harrisburg Section October 6, 2008

Where are We Going?

How will the U.S. deal with the new
challenges and take advantage of
opportunities that will present
themselves over the next decade?
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Congestion 2002

New York to Washington

Congestion Legend

Below Capacity (= 75%)
Approaching Capacity (<=100%)
Exceeding Capacity (»100%)
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Alaska Hawaii

Congestion Legend

Below Capacity (<= 75%)
Approaching Capacity (<= 100%%)
Exceeding Capacity (:100%)
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Census Region 2005 2030
Midwest 66,005,033 70,497,298 Wi
Northeast 54,802,949 57,671,068
South 106,916,476 143,269,337 -
West 67,782,676 92,146,732
AASHTO: Transportation Vision and Strategies for the 21st Century x ‘
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Trade Grows

Figure 14. Growth in Trade as a Percentage of 1.5, Gross Domestic Product
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New Interstate Miles 2000 - 2020
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China India Europe u.sS.

Modern Infrastructure Economies

The World Bank, India’s Ministry of Finance, The European Commission and ARTBA.
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While our Infrastructure Crumbles &
Drivers Languish in Congestion
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The Federal Response

The Post Interstate Era
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“Our federal approach to transportation is broken,
and no amount of tweaking, adjusting or adding
new layers on top will make things better."

Mary Peters, Secretary
U.S. Department of Transportation

WSJ, July 30, 2008 ‘ ‘ ‘ ‘
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Federal Gas Tax Lags CPI

Gas tax increased more than $14 per $100 over 38 years, but lagged CPI by 20%. In 2008, keeping up with
CPI would require a gas tax of $24.72 per $100. It lags by 34% having not been increased since 1994.

Gas Tax Revenues Per $100 Spent
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Federal Investment Trends

The balance of the Highway Account of the Federal Transportation Trust Fund is falling

Average estimates

from CBO and
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Falling Further Behind
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SAFETEA-LU FUTURE FUNDING

Figure 6 - Federal Share of Needed Highway
Investment Is Far Above SAFETEA-LU Funding
and Future Highway Account Revenues
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As Materials Costs Rise

Between 2003 and 2008, industry inflation is up 52%. source: ARTBA

Figure 8 - Since 2003, Cost of Highway
Construction Materials Has Risen 42%
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Purchasing Power Falls

Figure 10 - Purchasing Power of Federal Gas Tax
Being Eroded by Rising Highway Construction
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We Reset the Funding Clock

Figure 13 - Federal Highway Investment Will Fall
$16 Billion in FY 2009 Without New Revenues
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Needs Gap Widens

40% of a $225 billion problem.

We are underfunding current needs by $135 billion, based on Commission Report that we are funding only

Federal Funding Gap
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Obama on Infrastructure

» Create a National Infrastructure Reinvestment Bank: Barack
Obama and Joe Biden will address the infrastructure challenge
by creating a National Infrastructure Reinvestment Bank to
expand and enhance, not supplant, existing federal
transportation investments. This independent entity will be
directed to invest in our nation’s most challenging transportation
infrastructure needs. The Bank will receive an infusion of federal
money, $60 billion over 10 years, to provide financing to
transportation infrastructure projects across the nation. These
projects will create up to two million new direct and indirect jobs
and stimulate approximately $35 billion per year in new economic
activity.
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McCain on Infrastructure

* Improving incentives to invest in technology
and rural infrastructure.

¢ JohnMcCain.com

Prosperity for Rural America
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Public Opinion on Issues

NYT Poll September 21 — 24 MOE+/- 4%

* The economy and jobs 52
» Terrorism and national security 11
» Gas prices and energy policy 10

» Health care

* The war in Iraq

* lllegal immigration
» Something else

* Unsure

= 01l W ©O© ©
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* Economy and jobs

 Warin lraq
* Taxes

» Health care
e Abortion

* Energy

* Immigration
» Other (vol.)
e Unsure

e Terrorism and national security

» Ethics/government corruption

Public Opinion on Issues

Fox New/Opinion Dynamics September 22 - 24
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e Economy and jobs

» Taxes, government spending
e lIrag war

» Terrorism, national security
» Energy policy, gas prices

e Abortion, guns, marriage

* Health care

»  Other/None of these (vol.)

e Unsure

Al
%

Obama
%
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7
15

© W NN

Voters for President

Source; Newsweek September 2008

McCain

%
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5
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« $700 Billion Bailout Bill.

Deep Recession Likely
Tax Revenues Down
Change in Driving Habits
New Auto Technologies
Energy Policy

Other National Concerns

$52 Trillion in unfunded Federal Obligations.
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Problem.

The State Level

Tactical Responses Fail to Solve the
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The PA System

%
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In 2006, the gap was reported at $965 million a year. It will be close to $1.5 billion by 2014
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The Pennsylvania Budget

Roads are used by at least 94% of the population

2008-09 Total Operating Budget

All Other Funds
$8.2 Billion

Augmentations &

Fees The total 2008-09
$1.7 Billion operating budget,
including ail
Lottery Fund commonwealth
$1.7 Billion - funds, is $61.3
billion. The
Motor License Fund ‘ e General Fund
$2.9 Billion $28.3 Billion represents 46
percent of this
amount
Tubacc{:usnedttlement Federal Funds
$0.5 Billion $18.0 Billion
Total:
$61.3 Billion
6
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General Fund Revenue Growth

Some estimate that PA will face a $2 billion deficit in 2009

General Fund Revenue Growth
2002-03 through 2008-09 estimated

This uncerfainty in the direction of the nafional economy has caused Pennsyivania to reduce the
projected rale of growth in 2008-09 General Fund revenues to only 3 percent — a reducfion of more
than 50 percent from the average annual rate of growth the commonwealth experienced between
2002-03 and 2006-07.

General Fund Revenue Growth

Increase from Prior Fiscal Year
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State Finances

We Don’t know How Much Only that a Deficit is Certain

« Memo warns next year state deficit of 'at
least $2.5 billion." As the state Senate
Appropriations Committee holds a hearing
this morning on the commonwealth’s fiscal
troubles, one caucus staff estimates next
year’s budget will start off $2.5 billion in the
red.
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MLF Revenues

Major Funding sources are either frozen or beyond political solutions.

2008-09 Motor License Fund
Revenue Sources edlcreased

Turnpike Liquid Fuels Tax / Slnce 1997

Payments
. 21%
18% °

Fines, Penalties,
and Miscellaneous
Revenue
5%

Fuel Use Tax and
B/ Alternative Fuel

Motor C
Road T:
Total 1%
Revenues: |, . .. ranchise Tax
I Motor Licenses 17%
$28 BIIIIOI"I and Fees \

frozen at ..
$1.25

Office of the Governor ‘ ‘ ‘ ‘
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Office of the Governor
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MLF Expenditures

73% of the state police budget is funded from this fund

2008-09 Motor License Fund Expenditures

About 71 percent of all non-restricted Mator License Fund dollars will be used to build or maintain roads and
bridges in the commonweaith. The remainder is used for highway law enforcement, licensing and sarety
and support aciivities. The 2008-09 budget also contains the Rebuilding Pennsylvania infrastructure
initiative, which will provide nearly $250 million in 2008-09 for some of Pennsylvania’s most critical
infrastructure needs, including bridges, dams, rail freight lines, smail airports and flood-related projects.

All Other (4%) —— %

———— Transportation Support Services (2%)

State Police (18%)
Highway and Bridges (63%)
Safety Administration and

Licensing (5%)

Local Highway and Bridge
Assistance (8%)
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FHWA -

High Gas Prices = Less Driving

Less driving could result in billions of dollars less in federal gas tax revenues.

NORTHEAST

]

38.0
-3.9%

June 2008
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Gas Consumption in PA Drops

It is estimated that revenues from gas tax will fall by $100 million in 2008

Millions of Gallons
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Source: FHA: U.S. Energy Information Administration
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Impacting PA Gas Tax Revenues

$4,400,000 -
$4,300,000 -
$4,200,000 -
$4,100,000 -
$4,000,000 -
$3,900,000 -
$3,800,000 -

$3,700,000 -

$4,347,000

,000,500
i $3,969,000

Oct. 07 Dec 07 Mar 08

Source: FHA: U.S. Energy Information Administration

biid

www.masseypowell.com

The Politics of Transportation Infrastructure

October 6, 2008

19



ASHE Harrisburg Section

ISSUES MANAGEMENT CONSULTING

Structurally Deficient by Age
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Filling the Gap

Three Plans — No Results
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Act 44

PTC pays PENNDOT to lease [-80 with $500 million going to repair Pennsylvania’s roads and
bridges. The plan has a 2.5% annual growth factor starting in 2010.

Fifty Year Lease of 1-80

$E$58$

Turnpike collects tolls on 1-80

PENNDOT

www.masseypowell.com ‘h
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Can Act 44 Get Us There?

Under Act 44 revenue will grow at 2.5% starting in 2010. Estimating needs will grow at a modest 5% in 10
years a gap will exist of nearly $1 billion using TFRC recommended number.

YEAR FUNDS PROBLEM
09 $450m $1.20B
10 $500m $1.25B
11 $513m $1.30B
12 $525m $1.35B
13 $538m $1.40B
14 $551 m $1.46B

biid

www.masseypowell.com

The Politics of Transportation Infrastructure

October 6, 2008

21



ASHE Harrisburg Section October 6, 2008

State Police

Over the past 15 years the Motor License Fund has contributed $4.9 billion of total budgeted

spending of $7.2 billion to pay for the PA State Police

MLF as a percentage of State Police Budget

74%
73%

72% -

70% - .

Projected

68% -

66% -

64%

94 98 03 06 08

Fiscal Year Ending
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Leasing the Turnpike
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Rates of Return

Actual number is less than $10 billion.

Investment Rate of Return Annual Return
$10,000,000,000 0.08 $ 800,000,000
$10,000,000,000 0.09 $ 900,000,000
$10,000,000,000 0.1 $ 1,000,000,000
$10,000,000,000 0.11 $ 1,100,000,000
$10,000,000,000 0.12 $ 1,200,000,000
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Revenue vs. Problem

Turnpike Deal

YEAR FUNDS PROBLEM
09 $550 $1.20
10 $550 $1.25
11 $550 $1.30
12 $550 $1.35
13 $550 $1.40
14 $550 $1.46
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The Politics of Pennsylvania

e Governor in Place until 2011

» Senate is 29 — 21 Republican Majority
— A seat maybe two
» Piccola — Democrat Pick-up?
» Connie Williams — Possible Republican?
* House is 102 — 101 Democrat Majority
— 13 Open Republican Seats
— 7 Open Democratic Seats
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Flipping the House to Republican

* House Republican Scenario
— Hold 11 of 13 open seats
» Four seats in the southeast region
— Win 1 of 3 targeted Democratic Open Seats

* Three seats in the southwest where McCain should run
well may be in play.

— Regain 3 of 10 seats lost in 2006
* Five likely in play (Allen, McGill, Leh, Wright, Good)
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Holding the House for Democrats

* Hold 6 of 7 Open Seats

» Take advantage of Obama Surge in
southeast region
- Defeat 2 Republicans in the collar counties.
* Win two Republican Open Seats
— Kenney in Philadelphia
— Hershey or Rubley in Chester
— Stairs in Bucks

— Raymond in Delaware
www.masseyéweﬂ.coé ‘

What Can We Expect?

More of the Same. Posturing,
Blame Game, Bills to Nowhere

www.masseypowell.com ‘h
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The Failed Political Cycle

Vote/Act on Acknowledge
Solutions the Problem

s S

Craft Solutions
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Where Do We Need to Go?

Change the Conversation
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The Conversation for the 215t Century

Prosper Invest

Grow

www.masseypowell.com m

Three Changes

Prepare for Prosperity
Link to Policy
New Funding Sources
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New Vision

Infrastructure is a foundation to
economic prosperity.

www.masseypowell.com m
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Trade Becomes Paramount

- “Trade now accounts for
30 percent of the U.S.
economy. This has
increased the
importance of
developing an efficient
surface transportation
system that can link the
U.S. economy to the
seaports and airports
that connect the
continent to the other
trade blocs.”

AASHTO ‘ ‘ ‘ ‘
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Critical Commerce Corridors

The seamless integration of road and rail

ARTBA ‘ ‘ ‘ ‘
www.masseypowell.com
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.= Existing LCV Routes
----- Proposed Toll Truckways
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Align It with Policy

Transportation
Policy

System

Integration

Strategic
Capacity
Expansion

Private
Investment

Alliances with
Key Industries

www.masseypowell.com

New Funding Model

We can’t get there with the gas tax

www.masseypowell.com ‘h
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The Economic Model

New capacity expansion is
funded by private capital and
100% paid for by user fees.

This model will spur
investment in small connector
projects of 2 — 5 miles that
better position an area
economically or provide
additional convenience to
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Congestion Pricing

91 Express Lanes, Orange County, California

October 6, 2008
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MASSEY POWELL
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HOT Lane Networks
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Miles Driven System

Although drivers would all pay the same in road taxes the driver getting 15 MPG would buy 320 more gallons of
gas per year than the vehicle getting 25 MPG.

Tax Based on Number of Miles Driven
$197 $197 $197
$200 -
$150
$100 -
$50 A
$0 -
15 MPG 20 MPG 25 MPG
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Total Costs of Ownership

Assuming Gas At $4 Per Gallon

MILES MPG Gas Used | Mileage Tax Pﬁ?:iased Total Costs
12000 15 800 $197.40 $3,200 $3,397.40
12000 20 600 $197.40 $2,400 $2,597.40
12000 25 480 $197.40 $1,920 $2,117.4.0
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Summary
The Key Question

Where do we need our transportation
infrastructure to be in 10 years in order for
Pennsylvania to remain competitive in a

global economy?
wwwmasseyéweécoé ‘h
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