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CHAI RMAN EVANS: It is now 9 o'clock. The
House Appropriations Commttee will now convene.

Good norning, M. Secretary.

SECRETARY Bl EHLER: Good mor ni ng.

CHAlI RMAN EVANS: We have the Secretary of
Transportation that is before us. It will be a very
exciting norning -- very exciting. W |ook forward
to the Transportation Secretary.

And this is a joint effort. The chairs of
the Transportation Commttee are al so here,
Representative Chairman Joe Markosek, and Chairman
Ri chard Geist who is also here. Rick Geist is also
here. | think the Chairman is there, and Chairman
Geist, | think I saw him He is on the other side.
So we are doing this as a joint effort with the
Transportation Comm ttee and the Appropriations
Comm tt ee.

And you know, M. Secretary, what we do is
kind of go directly to questions rather than get into
any kind of testinmony, and | will start off with the
first question.

The Governor in his budget address also
t al ked about econom c stimulus, and he tal ked about
the acceleration, | think of like $700 mllion around

bridges, roads, and things |ike that. Can you talk a
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l[ittle bit about the benefit of that economc
stimulus program considering that we are in a
recession. As a matter of fact, | even read or heard
this norning that Alan Greenspan said that he thinks
it is going to be deeper than what most people

antici pated.

Can you tal k about the role that the
Transportati on Department will play in the economc
stimulus program talk specifically---

SECRETARY Bl EHLER: Sur e.

CHAI RMAN EVANS: ---and what that will mean?

SECRETARY Bl EHLER: Yes; | would be happy
to.

Let me just nmention four areas that are
related to that issue. One is acceleration of our
bridge repair and replacement program which is
projected at $200 mllion in additional funds each
year through bond financing. So over the next 3
years, that is $600 m |l li on.

Second is our rail freight infrastructure
program and that is where the Comobnweal th, it has
had for quite some time a grant program but in this
particul ar case, our grant program on the capital
side for rail freight has been $20 mllion a year

The Governor has proposed that that be increased to
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$30 mllion over the next 3 years, meaning $10
mllion more each of 3 years, for a total of $30
mllion nmore.

Next is, in the case of aviation, again the
Commonweal th has had a | ongstandi ng grant program at
around $5 mllion a year to help our airports,
private and public airports, make infrastructure

i nvestments. The Governor has recomended increasing

the $5 mllion capital programto $10 mllion each
year, again, $5 mllion per year for the next 3, for
a total of $15 mllion.

And then finally, PENNDOT has had, since the
ni neties, something called the Pennsyl vani a
| nfrastructure Bank, and what that is, it is a |loan
program and that | oan program hel ps municipalities
and authorities and others to avail themsel ves of
| ow-i nterest |l oans to help infrastructure
i nvest ments.

Now, you asked the question, how does that
affect the econony? All four of those programs end
up very quickly into capital improvenments and
construction, the construction industry, and in
general there is a pretty, you know, there is a very
direct result in not only direct jobs but also

spin-off jobs.
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There is a multiplier that is used in the
hi ghway and bridge industry that says for every
billion dollars, you end up generating 47,000 jobs,
and that is a pretty standard nunber that has been
used. So in the case of our bridge program if it is
$600 mllion, if that is approved by the Legislature,
you can take six-tenths of 47,000 jobs and so on.
And these are projects which, whether it is a bridge
job or whether it is an aviation improvement or a
rail freight inprovement, these are projects that can
go and that can be put into construction in a
relatively short period of time, relatively being
dependi ng upon which of the industries we are talking
about, |1'm going to guess probably 6 to 12 nont hs.
In the case of the bridge program it is a 3-year
program so it will take a bit of tine. But we woul d
certainly see results even in the bridge program as
soon as this year.

CHAI RMAN EVANS: Can you talk a little bit
about the status of our bridge situation?

SECRETARY Bl EHLER: Sur e.

CHAI RMAN EVANS:  You know, obviously, |
think it was |ast summer, with what occurred in
M nnesota, what is the status of our bridge

situation?
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SECRETARY Bl EHLER: Yes. Unf ortunately,
Pennsyl vania has had a |l ong, |long history of
difficult problenms with its bridges for a couple of
primary reasons. One is that there are just sinmply
so many, and secondly, it has been the age of these
structures.

We have 25,000 bridges that the Conmonweal th
owns. I n addition, there are a nunber of bridges,
obvi ously, that the |local systens own, but I'lIl just
concentrate on State-owned bridges, and we have about
23 percent in number of those bridges that are
structurally deficient. W have 5,935 bridges as of
our last count in January of structurally deficient
bri dges.

That is a nunmber that is the highest, if not
t he highest one in the United States, and we sinply
have to deal with it. Our structures are now on
average 50 years old, and we have quite a group that
is over 50 years old. Generally, and in previous
time frames, bridges were designed to be about 50
years old, so it is not surprising that those that
are now that age have, frankly, mostly utilized their
useful life.

Now, there have been some rehabilitations on

some structures over time, but the bottom line is,




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

where we are now i s we have this very difficult
backl og that we sinply must deal with.

Anot her interesting fact that sometimes you

don't realize is this: In the last 5 years, the CPI
has increased in total around 14 or 15 percent. | t
is alittle under 3 percent. The Construction Cost

| ndex, which is another index that PENNDOT watches
carefully, which is related to some mai ntenance
costs, has increased by about 20 percent. But the
real kicker in our business is something called the
Bid Price I ndex, and that is the cost of heavy
hi ghway and construction costs, and believe it or
not, that has increased in 5 years 62.7 percent. We
have never, ever seen numbers |like that in our whole
hi story.

In fact, if you go back 15 years, you wil
see nunbers where those numbers will increase 1 or 2
percent kind of on average, occasionally. This 62
percent is over 12 1/2 percent on average over the
| ast 5 years, and no wonder it has hel ped to magnify
the difficulty that we face in our business as we try
to bal ance our budgets.

So that is, unfortunately, at work, no
matter whet her we are tal king about highway

i mprovenments or whether we are tal king about bridge
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i mprovenments, and so it really causes us to want to
think differently and revise our approach to the
whol e busi ness.

So perhaps that is some additional
information that is hel pful.

CHAI RMAN EVANS: Chai rman Ci ver a.

CHAI RMAN CI VERA: Thank you, M. Chairman.

Wel come, M. Secretary.

SECRETARY Bl EHLER: Thank you.

CHAI RMAN CI VERA: M . Secretary, yesterday
we had PHEAA in, and they gave us quite a descriptive
financial situation of what is going on with the bond
mar ket, not only with education but as well as
everything else in our national economny.

In order to do some of the prograns that the
Governor has outlined in his budget in the econom c
stimulus plan and what you are attenpting to outline
for us today, that market, because the bond market
and what we had seen yesterday, and it was very
illustrated that we have some serious financial
effects because of the market being so poor, how does
that relate to the bridge program and everything el se
t hat PENNDOT has to deal with, because it is a
financial situation. Could you give us some--- |Is

it going to cost us nmore money? Are we going to pay
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hi gher interest rates? Could you give us sone kind
of an idea of what you are up against.

SECRETARY Bl EHLER: Yes, sir, and thanks for

t he question, because, boy, | think it was only 2 or
3 years ago -- in fact, this is probably the sanme
forum we were tal king about, bond financing -- for

fol ks who either have been at PENNDOT for a long time
or who know about PENNDOT's history, it is like
touching a hot pan, so we are very, very cautious in
t he busi ness of bond financing.

In fact, there was a time in PENNDOT' s
hi story that we were over 20-some percent of
PENNDOT' s revenue that was going to pay bond
financing, and it crippled our ability to maintain
the rest of the system So thanks for the question.

The answer is as follows: Based on our work
with the Budget Office, we are estimating that this
borrow ng program has been proposed, because we
| ooked at it as if, and we were borrowi ng $200
mllion for as long as 10 years straight to
understand the inmpacts of that and also to see how we
could help accelerate the repair of our structures,
and so we | ooked at it as if we were borrow ng $2
billion stretched out over 10 years, and we | ooked at

it, assum ng that the bond rate was around 5 percent,
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based upon what the Budget Office has projected for
us, and |I'm not an expert on bond financing, but that
was their estimate that they felt was |ikely. Now,
when you are borrowing at 5 percent, you are
actually, obviously over time, paying the equival ent
of a dollar 60 for every dollar you borrow. So now
as you go out over time, you need to understand what
that relationship |ooks like, and it is a couple of

t hi ngs.

Number one, is there a source of noney that
you can use to pay it off, and we think the answer to
that is yes, because there is something called the
Bridge Restricted Account that already exists that
amounts to $180 mllion, $179 or $180 mlIlion, and
t hat grows slowly with our normal revenue. So t hat
IS number one. So | guess what | am saying is, over
10 years, if you borrowed that much noney over 10
years, you would ultimately get to a point where you
are paying off in debt service $160 mllion if you
went to the full extent.

So let's assune that you went to the full
extent. So the question is, what rate of inflation
are you trying to beat to be able to have this be a
smart investment, and our folks tell us that that

nunmber is around 5.3 percent. So in other words, if
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you tried to ignore your bridge problem and waited
for 10 to 20 years to deal with it, what will the
cost of those inmprovenents be and what would the cost
of money be and so on? The best information that I
have gotten, because | have done nmy part to research
at least in the construction industry, what folks
think the continuing inflation rate is going to be,
and it has been at 12 or over 12 percent in the | ast
few years. | can't imagine it is going to continue
at that rate. However, the best information that |
have been able to get fromthe Ameri can Associ ation
of State Hi ghway and Transportation Officials, also
with another source, fromthe Associated Gener al
Contractors, the national organization and their
econom sts, they believe that we are on an
unfortunate ride of 6 to 7 percent a year, at | east
for the next 10 years, and they can't really predict
beyond t hat.

That being the case, it is ny judgment that
we will see costs increase well above the cost of
bond financing, because not only will inflation take
us there and the cost of the Bid Price Index take us
there, but there is a nmore insidious issue, and that
is the status of our structures.

We have got, as | mentioned, we have got
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5,900 structures that are structurally deficient, and
if you |l ook at kind of a deterioration curve, and
this is probably pretty inportant to your question,

if we can catch as much of these structures as
possi bl e before they get onto the steepest slope of
the curve and be able to either replace and/ or
rehabilitate these structures, we in effect push

t hese things back up and catch them before they go
into such deterioration that we have to replace them
all .

If we have to replace structures instead of
rehabbing them it is probably two to three tinmes the
cost. So all of a sudden this relationship of trying
to find something that is a little over 5 percent as
our mark will be, | believe, exceeded many ti nmes
fold, and therefore, in fact it is a good solid
i nvest ment .

There is one other thing that | ought to
poi nt out, because as | say, at least for the folks
within the departnment who have struggled with these
i ssues for years and clinmbed out of the very
difficult hole of the seventies of having horrible
bond debt and never want to go there again, | have
taken a | ook at what the bond debt projection would

be if we went out for, in fact went through with a
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borrowi ng as much as | described, not just for 3
years but in fact went to 10 years, and at that point
the projection is that we would be paying something
just under 4 percent of the revenue projected to cone
in the front door in bond debt -- and | would be
happy to provide some charts if it would be useful
for the commttee to see some of that -- as opposed
to the time when it was out of control when we were
at 23 percent.

So we tried to look at it, M. Chairman, in
a number of different ways to try to make sure that
this is a solid investment and busi ness deci sion, and
| think we have tried to check the boxes off and say,
yes, that is the case, and that we just absolutely
got to make progress on our bridge program

Thank you

CHAI RMAN EVANS: Chai rman Joe Mar kosek.

REPRESENTATI VE MARKOSEK: Thank you,
Chai rman Evans, and thank you, Chairman Civera, for
t he opportunity to speak here today.

M. Secretary, we have had many, many
conversations, you and | and our Transportation
Comm ttee and Chairman Geist, et cetera, about the
really drastic problenms that we have in Pennsyl vani a.

| think a year ago we sat here and said basically the
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same thing, about how critical our road and bridge
problemreally is and how it really has not sunk in
to the public the way it shoul d. And in spite of
havi ng several bridges collapse and making a | ot of
newsworthy items, | think the public still

under stands the problem but does not want to deal
with the sol utions.

We have had a situation in Pennsylvania the
| ast 10, 15 years whereby the various adm nistrations
as well as the Legislature as well as the Federal
government have really not done their entire job in
fundi ng our road and bridge program here in
Pennsyl vania. And we are an old State; we have a | ot
of aging infrastructure. You and | know the details,
and |'m not going to go into them here for everybody,
but we need to do somet hing.

Governor Rendell this year in his budget
address announced a plan to provide $200 mllion per
year for the next 5 years, | believe, in new
borrowi ng for our road and bridge program The
funding stream for that, under his recommendati on,
woul d be from the Modtor License Fund, and | think in
conversations that you and | have had, you esti mted
that in order to pay off that $200 mllion a year in

new borrowi ng, it would cost the Motor License Fund
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about $17 mllion per year, give or take a mllion
here or there, | suppose.

But ny question to you is, with the problens
t hat we have, the massive problens that we have with
infrastructure, and certainly the necessity for that
new $200 mlIlion a year that could be dedicated to
our road and bridge program and also sonme |ocal and
county road and bridge prograns as well, how does
that affect the Motor License Fund over the | ong
haul? |Is that something we should be doing? And if
we can find that, say, $15 to $17 mllion per year
somewhere else in the budget and provide that to
PENNDOT to pay off, you know, a bond-fundi ng
mechani sm or bond-payi ng mechani sm what are your
t houghts on that? |Is that something that you would
prefer to have it that way as opposed to taking it
out of the Motor License Fund? Or does it matter to
you where we get the noney, as long as we give you
$200 mllion more?

SECRETARY BI EHLER: Well, of course, no, it
does not matter to me per se; obviously it matters to
t hose who have to bal ance the other accounts in the
ot her departments and ot her mechani sns. But no; |
mean, if there's a different way to find a dedicated

source of nmoney--- | think that is always the trick
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You want to make sure if you get into the business of
borrow ng, that you are pretty confortable that you
are not going to, you know, that you have made a pl an
to do that.

You know, | don't want to ever berate our
nei ghbors, but New Jersey is paying $895 mllion a
year in debt service, and they obviously have been
having very, very difficult problems, because they
just have not come up with enough dollars to really
pay it off, and the Governor in New Jersey is now
| ooking at a very aggressive program

But no, it is always the magic. I f you can
find a dedicated source of dollars that increases
that will parallel those debt paynments, that is a
terrific plan. The question is, you know, what is
t hat mechanismto do that?

At this point, what we have identified is,
in fact there is a line item the so-called dedicated
Restricted Bridge Account, that we can take it out
of , but, yeah, if we didn't have to take it out of
that, we would be able to use that for other bridge
i mprovenents.

So your point is well taken. Thank you.

REPRESENTATI VE MARKOSEK: Thank you.

CHAI RMAN EVANS: Chai rman Gei st .
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REPRESENTATI VE GEI ST: Thank you very nuch,
M. Chairman.

| have a couple of questions, and changi ng
gears just a little bit, yesterday | was asked to
comment on a tape that | watched of Joe Brinmeier on
the TV show on channel 69 where he stated that the
Tur npi ke had projects ready to go, to doubl e-deck the
Schuyl ki ll Expressway and to do the Parkway East, and
| found it very curious, because | didn't think that
t he General Assenbly had changed the charter of the
Tur npi ke.

And i n other quotes that had been made
concerning that, | was really curious that in the
statement that went to the Feds about tolling I-80,
it had a part in there about our commttee having
hearings, and | know that | never attended any of
t hose hearings and | have no recollection of those
hearings ever taking place.

Are we playing hard and | oose with the facts
at the Turnpi ke? You are the Secretary of
Transportation and you are also a Comm ssioner, and
anything that comes out of the Director of the
Tur npi ke Comm ssion has to be cleared by the five
Comm ssioners, | would think, before it is made

public policy. | s that correct?
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SECRETARY Bl EHLER: It is not correct.

REPRESENTATI VE GEI ST: Then as Secretary of
Transportation, if you are playing hard and | oose
with the facts while we are trying to deal with this,
what do we have to reassure us from you and the
Adm ni stration that we are getting the straight facts
and the true skinny on what is going on?

| have al ways been concerned about the
Federal approval for |1-80 and the | anguage that was
used, al ways concerned- - -

SECRETARY Bl EHLER: Okay.

REPRESENTATI VE GEI ST: ---and |I'm nore
concerned when | hear things that are com ng out of
the Turnpike like this. At the same time, they are
tal ki ng about a public-private partnership with no
act of the General Assembly that | know of that would
all ow that to happen.

So I'"mvery, very curious about all this
stuff that is out there swirling around, and you as
t he point of the spear really have to be the person
who puts out truth and facts. And | did not even
know where to comment on that yesterday. | could not
even return a comment as Chairman, because no |iaison
work fromthe Turnpike, no |Iiaison work from your

departnment, ever came to our office concerning
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doubl e-decking the Schuylkill, but | watched the tape
and | listened to the quote and | found it to be
pretty amazing.

And | know that | have been smarting ever
since Act 44 went out of here as a stripped bill
wi t hout commttee input, and I didn't |ike reading
that stuff that went to the Feds, but that is
politics. That's the name of the game. We are down
t he road now. OQur job is to concentrate.

|ls there any way that we can really make
sure that what we are getting out of the department
and what we are getting out of the Turnpike is
bul | et proof information, and that is my question.

SECRETARY Bl EHLER: M. Geist, to absolutely
t he best of my know edge, you will only get
straightforward i nformati on out of the Pennsylvania
Department of Transportation, and that is the agency
that |I'm responsi ble for.

In the case of the issue related to
doubl e-decki ng the Parkway and the Schuyl kill,
interestingly enough, | don't know the answer to
t hose questions because | was not informed, and | had
made an inquiry yesterday -- |I'msorry, Sunday --
when | heard it for the first time about the same

guestion. So there you go.
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Regarding Interstate 80, that is a different
deal, and | believe that | in fact shared with the
Transportation chairs everything |I have found or have
known about Interstate 80 as it goes through its
process, and what | amreferring to is, |I think you
all know that one step toward tolling Interstate 80
is approval by the Legislature and approval by the
Governor, which happened. The next step, though, is
there has to be approval by the Federal Hi ghway
Adm ni stration.

The Turnpi ke was tasked with the
responsibility of applying to the Federal Hi ghway
Adm ni stration by the terms of Act 44. The Turnpike

did that. The Federal Hi ghway Adm nistration then,

think it was October or November or December -- |'m
sorry; | don't even remenber the date, but maybe it
was Decenber -- then wrote back to the Turnpike

saying, we received your application; there are a
number of areas in which you need to provide further
clarification and information before we are able to
make a judgment about whether it can be approved.

A copy of that came to me as well as the
Tur npi ke. | in fact took nmy copy and sent it to all
four chairs so that they at |east knew what the

guestions were, and to this date, that application is
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still in the hands of the Turnpi ke, being, |
under st and, revanped, and | have not seen any
revision to that docunment, which presumably needs to
be made so that they can in turn send it into the
Federal Hi ghway Adm nistration for their hopefully
final review.

So that is the best | can tell you. I will
always try to make sure that the Legislature and the
comm ttees, the Transportation Commttees through
their chairs, are informed of everything that | know.

CHAI RMAN EVANS: Representati ve Santoni.

REPRESENTATI VE SANTONI : Thank you, M.
Chai r man.

Good morning, Secretary Biehler. Good to
see you.

SECRETARY Bl EHLER: Thank you.

REPRESENTATI VE SANTONI : Chai rman Gei st
touched on the 1-80 issue, and | guess where we are
right now with that is we are responding to sone
guestions fromthe Federal government? 1Is that what
is going on?

SECRETARY Bl EHLER: Yes, sir; yes, sir.

REPRESENTATI VE SANTONI : | s there a chance
that, | mean, in your best estimation, that that

could be rejected, that the Federal government could
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reject that policy that we instituted in Act 44? And
if they do reject it, what kind of dollar hole does

t hat put into our transportation structure, and what

can we do as far as alternatives in filling that?
SECRETARY Bl EHLER: Ri ght. | suppose
anything is possible. You know, | cannot make a

judgment, because | just have not seen what the
response is to the questions are. It will go through
a very detailed |legal review at the Federal Hi ghway
Adm ni stration and then on up to the Secretary's
office. So it is sinmply pending.

Rel ating to your question about, you know,
what happens if it is not approved, Act 44 has
provided for that, but it is a little like half the
bottom falling out.

Currently, as you know, in the first year,
there was $750 m |l lion generated by Act 44, and that
is projected to go to $850 mlIlion the second year,
and it will go up another bunp, and then finally at
t hat point go up at 2 1/2 percent a year. Over the
next 10 years, it averages around roughly $950
mllion.

If it is not approved, and so therefore the
revenue isn't available to support the bond structure

for the $950 m lIlion, Act 44 specifies that it will
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not be $950 mllion; it will drop down i mediately to
$450 mllion and stay level at $450 mllion. So it
will be in effect |less than half of what it would be
projected over the next 10 years, which would be a
very, very significant outconme.

REPRESENTATI VE SANTONI : | have been
hearing, and just clarify this, on the noney that is
going to be gotten fromthe 1-80 tolls, some of the
Congressmen up there have been saying and telling
their constituents that all that noney is going to be
going to Phil adel phia and Pittsburgh and the big
transit agencies. That is an incorrect statenment,
correct? That money is not going to transit. Wher e
is that nmoney goi ng?

SECRETARY Bl EHLER: | cannot tell you the
i nterworkings of the entire revenue stream but the
Turnpi ke said that the revenue that they get for
Interstate 80 will go to the highway side of the
busi ness, and they would use the other revenue
source.

If you recall, the other revenue source that
supports Act 44 is in fact increasing the tolls on
t he turnpi ke, the current turnpike. The final Iist,
if I remember nmy figures right, was to increase tolls

by 29 percent in 2009, and then approximtely 3
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percent per year thereafter. | f 80 was approved, the
same toll structure was proposed to be used on the
resulting turnpike as it would be on 80.

So anyway, the answer to your question is,
based on all of the information reported fromthe
Turnpi ke is that the tolls fromlInterstate 80 would
support the general highway inmprovenment side of Act
44, and the noney from the turnpi ke revenue itself
woul d be used to cover the rest of the highway
program as well as the mass transit conponent of Act
44. That is my understandi ng.

REPRESENTATI VE SANTONI : Anot her question
is, I know that the Governors Association was down in
Washi ngton to meet with the Adm nistration to talk
about infrastructure, and |I know transportation
infrastructure was very i nmportant. The reports that
| saw were in the paper. Coul d you update as to what
t he Bush Adm nistration is going to be doing to help

States with their infrastructure?

SECRETARY Bl EHLER: Not very well, but |et
me tell you what | do know.

The reason is, | was not at the National
Governors Associ ation meeting. lronically, | was in

Washi ngt on Monday and yesterday with another group,

t he American Associ ation of State Hi ghway and
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Transportation Officials, which is our folks |ike
Secretaries of Transportation, and | understand,
t hough, that nmenmbers of the National Governors
Associ ati on, when President Bush addressed them did
tal k about, you know, if there is, as an exanpl e,
anot her economc stinmulus, is it at all possible to
consider infrastructure reinvestment as one of the
primary elements? M understanding is that the
Presi dent took it under advisement but made no
comm t ment .

| know, obviously as you fol ks know, that
Governor Rendell has made a huge thrust in the issue
of infrastructure reinvestment. He has been wor ki ng,
as part of getting ready to be in fact the president
of NGA, which will happen next year or l|later this
year, he has been working with some of his fellow
Governors. Governor Schwarzenegger is one. He
wor ked also in this case with Mayor Bl oomberg, and
they made a special effort. And |I know he has been
talking to other Governors, because |I'm sitting next
to, as an exanple, the head of Transportation for
M chi gan, and that gentleman, who is ny counterpart,
was saying, well, that Governor Rendell had call ed
t he Governor of M chigan and was very interested.

So apparently there are a nunber of




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

28

Governors, not surprising, who are all running into
very, very difficult infrastructure problems and
trying to figure out a way, whether it is highways
and bridges or water and sewer systens and so on, of
finding a way of addressing these backlogs. These
backl ogs are just knocking the |legs out from all of
us across the United States. They just are, because
what happens is, you then go into sort of a death
spiral of these continuing drags on your maintenance
costs and operating costs, let alone just sinmply not
being able to catch up.

So that is what | can tell you. | would
also tell you that yesterday a woman addressed ny
group, whose name is Phyllis Scheinberg, and she is
t he Chief Financial Officer of the U. S. Department of
Transportation. She was outlining the President's
transportati on budget for this next year, and even
she would tell you that we are in a very difficult
time. It appears that the Hi ghway Trust Fund is
going to go belly-up.

Even if we do the most careful monitoring of
cash flow during fiscal 2009, it |looks like it wl
be bankrupt at the end of that period, and it is a
real danger sign to all of us, because now you have

got potentially, you know, you got new menbers of
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Congress, you got a new Presidential Adm nistration
comng in to struggle with that.

So we are in for some difficult times, and
we need to make the best set of investment decisions
we can to manage our way through. W have got to be,
you know, obviously good stewards of the public
money, but there is a real day of reckoning here.

REPRESENTATI VE SANTONI : Well, | appreciate
that, M. Secretary, and | have used up ny all ot ment
of questions. But | do have a question from one of
my coll eagues, Representative Siptroth, who, as you
know, is a member of this commttee and a member of
the Transportation Commttee, and Representative
Siptroth has been recovering from heart surgery, and
he is at a doctor's appointment this morning so he
couldn't make it. But | have a question from him
that | would like to ask, and I will read it:

"Mr. Secretary, w thout a strong
infrastructure, highways inclusive, econom c growth
will be slowed or stopped. | am sure you know of the
$38 mllion comm tment for the Penn Regi onal Business
Center, which is part of the Wall Street West
proj ect. M. Secretary, you know how concerned and
passionate | am about the conpletion of two highway

projects in my district, the Marshall's Creek Bypass
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and SR 2001 in Pike County.

"I also know the condition of our bridges
here in Pennsyl vania, and the Governor in his budget
request has asked for approval to borrow $200 mllion
to kick off the repair and replacement of our
bridges. WII this anmount be sufficient to ensure
the projects in ny district?"

SECRETARY BI EHLER: That is a really
actually a good exanple, and let nme particularly
react to the project called Marshall's Creek, which
may mean something to you and Representative
Siptroth, it may not mean something to the rest of
t he group, and what that is, it is a relatively short
bypass project. It is a project that currently has a
price tag of $170 to $180 mllion, up $55 mllion
over the last 3 years. And it is a classic question
about, all right, what do we do now? The cost has
grown so nuch, should we in effect take money from
all other areas of Pennsylvania to be able to support
that project? Are there any other options that we
can struggle with? And the answer to Representative
Siptroth's question is, at this moment, | don't know
t he answer, because we have asked all of the
metropolitan planning organi zati ons and the rural

pl anni ng organi zations -- they are right in the
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m ddl e right now of updating their 4-year
transportation i nprovement program -- we have asked
them to push hard and focus on bridges and then conme
back and tell us what projects you can still afford
that are on the highway side, and that is one of the
ones that they are struggling wth. So I'"'mgoing to
ask your indulgence to |et us hear back fromthe MPOs
and then see what they have to say, and then we will
see what options there are.

But it is classic, it is perfectly classic
of the kinds of difficulties we are having given this
inflation we have had but yet still trying to make
progress on our infrastructure. We absolutely must
move ahead on our bridge program or we are just
going to be cutting off bridges that, you know, it is
not a matter then of having people m xed up in
congestion, which is certainly inconvenient and a
waste of time and a waste of gas and probably
pollutes the air, but the difference of having a
bridge shutdown means that a fire vehicle cannot get
to your house and put out the fire, and that is a
different order of magnitude.

REPRESENTATI VE SANTONI : Thank you, M.
Chai r man.

CHAI RMAN EVANS: Representative M| hattan.
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REPRESENTATI VE Mcl LHATTAN: Thank you, M.
Chai r man.

M. Secretary, good nmorning, and | would
like to begin ny conversation with you on a very,
very positive note. | want you to know that |'m very
pl eased with the performance of your department in ny
| egislative district as far as road mai ntenance,
construction, and repair is concerned. Joe Dubovi,
the district executive of Engineering District 10 in
| ndi ana, and Marty Ferguson, Allen Clark, and Steve
Young and the crew over there in 10-3 in the
mai nt enance in Clarion County, do an outstanding job.
Our road systemis in great shape, and any time |
have a problem or any of my constituents have a
problem | get ahold of those fol ks and they are
right there taking care of things. So from that
aspect, | amvery pleased about what is going on in
my area with the Department of Transportation as far
as road mai ntenance and things are concerned.

But | would like to take a few m nutes this
morning to talk to you about an issue that really
does concern me, and that is certainly the tolling of
| nterstate 80. | have six exits on Interstate 80
that run through my district, and it is an issue of

great concern. |'msure you are going to get a | ot
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of questions on that today. | would like to take a
little bit of a different tack and discuss with you a
little bit, 1'"mconcerned about nore or |ess the

pl at form upon which this whole concept of tolling

I nterstate 80 rests and how it was conceived, because
| sort of find it confusing, and | would like to sort
of paint that picture quickly for you and maybe ask
you to share a few comments with me.

In 2004, the Governor appoints a
Transportati on Fundi ng and Reform Comm ssi on, nore or
less to take a |l ook at the task of com ng up with
recommendati ons on how to raise nore money for the
Department of Transportation and take care of our
infrastructure needs, and I think, M. Secretary, you
are on that comm ssion, aren't you, or you are pretty
much involved with it?

SECRETARY Bl EHLER: | was Chair man.

REPRESENTATI VE Mcl LHATTAN: Okay. Al
righty. Okay. So that comm ssion spent, | think, 13
or 16 nont hs going around the State and getting input
from everyone and sort of trying to come up with some
solutions, and on November 13 of 2006 you issue your
final report and you conme up with a group of
recommendations, five or six things, and if |

remenber correctly, tolling Interstate 80 was not one
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of those five at that tinme.

And then March of 2007, Governor Rendell
spoke out publicly saying that he expected to have
t he Pennsyl vania Turnpi ke under | ease by fall of that
year. You know, |easing the turnpi ke was one of the
t hings that your comm ssion recommended or was
| ooking into. And then the Governor continues on and
says that at that time, he was opposed to placing
tolls on roadways that are free, and as | ate as May
of 2007, you, M. Secretary, are going around the
State trying to sell the Governor's proposal, that
public-private partnership, to | ease out the
Pennsyl vani a Turnpi ke.

Then all of a sudden in June of 2007, a
pi ece of legislation is quickly run through the House
Transportation Commttee, w thout any public hearing,
wi t hout any input fromthe stakehol ders, and this
| egi sl ation was the vehicle to toll Interstate 80,
and within a month, that whole thing was passed and
signed into | aw by the Governor. Of course, we all
know that that is only part of the process. W
really cannot nove forward unless the Department of
Transportati on and Washi ngton, DC, gives approval,
but that does not seemto put the brakes on the

Turnpi ke Comm ssion. They are out there selling
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bonds and giving money to the Departnment of
Transportation for your infrastructure needs and
moving rapidly ahead to toll Interstate 80.

| guess what I'"'mtrying to say is, this
whol e platform upon which this thing is resting is
sort of confusing and it seens sort of shaky.

Shoul dn't we sort of put the brakes on all of this
for a little bit and just stop and think, what in the
world is going on here and figure out what is the
best thing to do?

If this falls through, the Governor, he says
in March of this year, he is still |ooking for bids
to | ease out the turnpike. M. Brimmeier is on the
radio with commercials bangi ng that process. | mean,
this whole thing just seens to be alnmost a circus
anynore. Shoul dn't we stop this, get our hands
around this, and sensibly approach this issue? I|I'm
confused.

SECRETARY Bl EHLER: Yeah, well, you know, |
suppose we all are in some ways, but in this
particul ar case, you know, | remember history a
little bit differently but not significantly so, but
the comm ssion did make a set of recomendati ons.
They reconmmended, in fact, and you have to remenmber,

you know, |, as a menber of the comm ssion, | didn't
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have to do the tough thing, which was to vote on
somet hing, all right? So we have a freer hand, |
suppose. But | don't nmean to make light of it. The
comm ssion actually recommended, its initial
recommendati on on the highway bridge side was to
increase the oil conpany franchise tax, re the gas
tax, by an equivalent of 12 1/2 percent, and when the
Governor | ooked at that reconmmendation--- By the
way, | should also tell you that in the docunent,
there was al so nmentioned things of, you know, it also
t al ked about other options that could be consi dered
in addition to the gas tax. Tol ling, |easing, those
ki nds of things were in fact nmentioned.

But anyway, the Governor certainly, | can
tell you, | know he really struggled over the
hol i days foll owi ng that November report and ended up
saying, | don't think that a gas tax will have a
chance of being successful, because he ended up
recommendi ng some different tools, nanmely, yes,
| easing the turnpike. He | ooked at the experience in
Chi cago and Indiana and felt that it had nmerit.
Because of the size of the turnpi ke system he
believed that that had merit, and it would
potentially generate significant revenue, you could

set up an annuity fund, and produce a long-term
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i mprovenment and a funding stream

He recommended that, but | will tell you
that there was a critical statement that he made from
t he get-go, and that was, the problem of investing in
our infrastructure is critical, and I will tell you
what nmy recommendati ons are, but if you can't accept
that, | will accept something else if someone el se
has an idea that can in fact pass the Legi sl ature,
and that is ultimately where the Act 44 was
devel oped. It was devel oped, | think, in concert
with the Legislature and menbers of the Turnpike
Comm ssion, and that then led to the passage of Act
44 and the idea of tolling 80.

Now, regarding--- And the act also
specified how, it was clear how the Turnpi ke was
going to generate the dollars. They were going to
use our current revenue to float bonds and provide
t he proceeds, and that is where we are. So we are
still in that process. | don't know what the Federa
government is going to do in terms of its final
approval. We are waiting to have that process.

REPRESENTATI VE Mcl LHATTAN: | s the Governor
entertaining proposals that will be submtted---

SECRETARY Bl EHLER: ' m sorry; say that

again?
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REPRESENTATI VE Mcl LHATTAN: WIl there be
proposals submtted next month to the Governor for
| easing out the turnpi ke? W hear those runors; we
see this thing in the press. You are on the inside.
Is that going to come about? Are there actually
going to be bids put on the table?

SECRETARY BI EHLER: The Governor and the
budget fol ks and others are working very hard with
Mor gan Stanley and potential firms who m ght be
interested in |easing the turnpi ke, absolutely. But
he said that he believes it is still an option but it
is an unknown option, and so we need to wait to see
if that in fact can produce significant dollars, and
if it does, then there has to be an engagement with
the Legislature, because the Governor does not have
aut hority simply to, you know, inmplement that kind of
a strategy unilaterally.

REPRESENTATI VE Mcl LHATTAN: Well, is it wise
public policy to have the Turnpi ke Comm ssion out

there sort of running commercials, banging that

concept? | mean, you are sort of sitting--- You
have a leg in each canp here. | guess that is why I
woul d sort of like to get your ideas.

SECRETARY Bl EHLER: No, | don't think so.

personally don't think so. | don't find that
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hel pf ul .

What the Governor is trying to do is the
Governor is trying to help the cause of increasing
money for infrastructure -- period.

REPRESENTATI VE Mcl LHATTAN: Okay.

SECRETARY Bl EHLER: No, | don't think it is
particularly hel pful to have that, and, you know,
that is not of my making, and if | was asked to vote
on it, | would say no.

REPRESENTATI VE Mcl LHATTAN: Of course, you
know the feelings of those fol ks, those of us that
represent districts along Interstate 80. There is
very, very deep concern about what that is going to
do to the economc |livelihood of our area.

My point to you is and nmy plea to you is
t hat, you know, you may solve one problem by tolling
I nterstate 80, and that is filling the hole in the
transportation issue, but you are going to create a
| ot bigger problemin destroying the economy of those
areas, and that is going to come back to haunt us in
spades, and | just hope you folks will consider that,
and | thank you very nmuch for your coments.

SECRETARY Bl EHLER: Thank you.

CHAI RMAN EVANS: Representati ve Scavell o.

REPRESENTATI VE SCAVELLO: Thank you, M.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

40

Chai rman, and good morning, M. Secretary.

Also my favorite topic, the tolling of 1-80,
and in my district, probably more so than any ot her
district across the Commonwealth, | have probably the
most popul ation that that [-80 cuts through. And,
you know, | have not been able to get a straight
answer from the Turnpi ke, and at this point, after
listening to all of these different things that |I'm
hearing about the Turnpike, | don't know if we'll
ever get a straight answer about the |ocation of the
first toll gantry.

| spoke to you briefly before the commttee
meeting; there is a location in ny district that has
about 77,000, 78,000 cars a day, and beyond 380,
there are approxi mately 35,000 vehicles a day, and if
this is a money project, then |I'm expecting that toll
gantry to be where those 77,000 vehicles are, and if
it goes there, it will cripple, cripple my district
and my county, because we use |-80 as a |ocal road.
We jump on for--- You know, our popul ation has
doubl ed. We have had no new infrastructure. This
bypass that we have been | ooking for for the |last 25
years originally started as a $60 m |l lion project.

We are now at--- Before we put the shovel in the

ground, we spent about $40 mllion, you know? So ny
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concern is, you know, if that happens, we are really
going to be in a tremendous amount of trouble in my
county.

Could | have your support to make sure that
t hat does not occur and that is--- Amr | stretching
t hi ngs here?

SECRETARY Bl EHLER: Let me try to answer
t hat, because if you recall the details of Act 44,
the Legislature, by the ternms of Act 44, gave the
Turnpi ke the responsibility of basically managi ng
that facility if it was approved. Part of managi ng
that facility was also to conduct an evaluation as to
what the best tolling scheme was in ternms of
pl acement of toll barriers, and if my menory is
right, the legislation tal ks about or recognizes that
there could be up to 10 toll barriers stretched
across Interstate 80---

REPRESENTATI VE SCAVELLO: Correct.

SECRETARY Bl EHLER: ---the location to be
identified and determ ned by an anal ysis conducted by
t he Turnpi ke Comm ssion.

| have not heard of any information as part
of that process. It may have started already, but |
have not been informed about where that m ght be.

know that the folks are, it is sort of first things
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first and they are working very hard, first on
meeting the requirements of the application.

REPRESENTATI VE SCAVELLO: | throw that
out - - -

SECRETARY Bl EHLER: So, you know, they have
got to go through a pretty comprehensive eval uation
in terms of all the on-off traffic counts.

PENNDOT, for its role in this, has provided
t he Turnpi ke Comm ssion with all records that we know
of , including vehicle counts and so on. W would
want certainly for people to have as much information
as possi bl e.

REPRESENTATI VE SCAVELLO: The reason why |
throw t hat out there, the inmpact on the State roads,
611 especially, if that did occur, would be
tremendous, and so it is a concern that we really
need to have.

SECRETARY Bl EHLER: Ri ght . Di versi on
traffic is one of the issues identified, | believe,
in Act 44. It asks that the Turnpi ke exam ne
potentially diverted traffic, so that is very much
part of that analysis.

REPRESENTATI VE SCAVELLO: You know, | want
to go back to Representative Santoni and comment on

somet hi ng that Representative Siptroth had menti oned.
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The popul ation growth in that area of the
county is just enormous, and if that bypass gets
del ayed, and it is obvious it is going to get del ayed
because of the cost, is there anything, just |ike
what we did with this section in Munt Pocono, short
term that you could | ook at Route 209 and maybe wi den
it -- the cost of that would not be as exorbitant as,
you know, the bypass, but not to say that we won't do
t he bypass -- but to | ook at short-term sol utions
there, |like wi dening 209 to four |anes where
possi ble, to help alleviate some of that congestion
in that corridor?

SECRETARY Bl EHLER: We have initiated
somet hing that we have tagged "smart transportation,”
and what that is is approaching our business in a
different fashion, and that means in some cases we
can no longer afford -- and that is not necessarily
this case, but it is in general -- we can no |onger
afford some of the major freeways and bypasses t hat
we built in the past. W just can't afford it.

So the question is, what can we do instead?
And we have asked ourselves, can we design things
differently? 1In some cases, perhaps we can design
and add great facilities as opposed to a freeway, and

maybe we don't need interchanges, which cost mllions
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and mllions of dollars. Per haps we can skinny down
some of our design standards, still get some mobility
i mprovenment, but not have that |evel of burden, and
we are absolutely leading a culture change. In fact,
we are partnering now with the New Jersey Depart ment
of Transportation in developing a book that is going
to be com ng out as a guidebook for us in about a
mont h and a hal f. But those kinds of comments of
| ooking for other smaller scale inmprovements and
ot her techniques that will take some pressure off and
give some relief are absolutely fair gane.

So | don't know the particulars of that
option and that suggestion, but if some of these
t hi ngs end up being so critical that we would have to
sacrifice our bridge program which we are |oathe to
do, then we have got to | ook at those kinds of
treatments, and that is a good suggestion. Thank
you.

REPRESENTATI VE SCAVELLO: Yeah; ny | ast
coment .

You know, | look at a toll as a tax, and
foll owi ng what the Turnpi ke has been doing, you know,
t hey are taking out these full-page ads in the
newspapers. Ful |l page in our paper is probably about

$2,000, and it must have been in our newspaper about
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five or six times explaining that--- W are spending
all this noney, and basically you pretty much said
t hat you don't agree with some of the things that
t hey are doing. How do we stop them from doing it?
If there's a board that you sit on and he is an
empl oyee of that board, can't we stop spending
t axpayers' money, because it is taxpayers' money on
these comercials and everything el se. Use that for
infrastructure.

SECRETARY Bl EHLER: | wish that were the
case.

REPRESENTATI VE SCAVELLO: You have no- - -

SECRETARY Bl EHLER: ' m one vote out of
five, sir.

REPRESENTATI VE SCAVELLO: Qut of five. Al l
right. Thank you.

CHAI RMAN EVANS: Representative Greg Vitali.

REPRESENTATI VE VI TALI : Thank you, M.
Chai r man.

Thank you, M. Secretary, for com ng here
t oday.

Sort of the desperation of your description
of the situation of our roads and bridges sort of
forces me to speak today. |'"mfrustrated in my years

up here with the Legislature's choices of politically
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expedi ent deci sions versus good public policy. Th
cal cul us goes on about how our choice of renmedies
this case to roads and bridges is going to affect
ability to get reelected, and | think that is kind
what led us to things |like using the tolling of th
turnpi ke and 1-80 at a | evel above general operati
costs to fund other roads and bridges, |easing the
turnpi ke as opposed to other things like raising t
gas tax or the tax on the gross profits of oil
conmpani es.

Let me just go on a little bit |longer, the
| will ask you a couple of questions. | mean, it
seems to nme as | view this situation, something I|i
a gross profits tax on oil conmpanies or a gas tax
makes a | ot of sense because it is the use of
petrol eum products. There is a one-to-one

relationship or a close to one-to-one relationship

e

in

our
of

e

ng

he

n

ke

bet ween wear and tear on the roads and bridges. That

i's one advant age.

Two, it really sort of causes a nore true
measure of the cost of driving when the driver has
pay higher prices for gas to reflect the roads he
weari ng out.

Three, it encourages things |ike smaller

cars if you are going to have to pay nore for gas,

to

i's
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and | think it also disincentivizes the use of
carbon, and the most inmportant environmental problem
we are facing is climte change.

So what that is leading me to is this: Wth
t hese taxes |' m suggesting, increasing the gas tax or
the gross profits tax on oil conmpanies, the first
guestion is, and you actually don't have to answer
the first question unless you want to, but the first
question is, is this just a lack of political will or
are there some good public policy reasons not to do
one of these two taxes? That is question one --
optional .

Question two is, I'msort of in my own m nd
t hi nki ng, what makes nmore sense, a flat out increase
in the gas tax versus the tax the Governor suggested,
which seemed to make actually pretty good political
sense, political and policy sense to me. That is
guestion two.

The third question that just occurred to ne
when Mario was speaking is maybe it makes sense to
toll 1-80 but not at a |level that it would be paying
for other roads and bridges, but just at a |evel
where the Pennsylvania Turnpi ke is being taxed now,
just to cover its own operating costs. So the third

guestion is, maybe does it make sense to toll 1-80
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per haps at a | ower |evel just to cover or pay its own
freight as it were?

SECRETARY Bl EHLER: | must say that it is
the first that | have conme before either a House or a

Senate commttee | was asked a question | didn't have

to answer, so |I'll take the option -- | won't answer
it, but thank you. But anyway, yeah, | can't conmment
on the political will of the Legislature, but I

appreci ate that.

There is a huge debate going on nationally
about, what is the right thing to do in ternms of
br oad- based taxes and whether we should. You know,
there's | ot of discussion about P3 options and
tolling options, and in general nmy feeling in the
busi ness of transportation funding is that it ought
to be a tool in our toolbox, but it is likely that
ultimately they will only provide a portion of the
revenue that is probably needed to address our
infrastructure situation.

There has been a | ot of discussion about
goi ng back and re-exam ni ng broader taxes, things
li ke, sure, |ike the gas tax, but, boy, what a
struggle it has been. \When the Federal government
has not raised the gas tax since 1993, it just shows

you how difficult it has been. Even when
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Pennsyl vani a has done it, the last time when, you
know, Pennsylvania raised the gas tax, we were the
benefactors of the old company franchise tax ceiling
changing in the 2004-05 period, but actually changi ng
the gas tax was 1997, and it was, what, 3 1/2 or 4
1/2 cents? MWhatever it was; it was a relatively
smal | amount of noney. For some reason, it has just
been very, very difficult to raise the gas tax.

There is general acceptance and belief that
user taxes make sense. You can associate somehow the
tax with transportation. So whether it is an oil
company gross profits tax or whether it is tolling or
P3 options related to that infrastructure, there are
feelings that those are viable ways to | ook at the
busi ness.

| think the question is, over time, are the
dollars sufficient? Are they going to keep pace with
inflation? And perhaps we ought to ask ourselves
even a question before we even start down that road,
and that is, what is our vision for what we are
trying to accomplish?

REPRESENTATI VE VI TALI : Wel |, what - - -

SECRETARY BI EHLER: \What portion of our
infrastructure is okay to have, you know, how many

structurally deficient bridges are okay to have? W
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have got 5, 900.

REPRESENTATI VE VI TALI : Wel |, what about the
policy question of the best way to get at taxing
petrol eum gas tax versus a gross profits on oil
conmpani es or some other way to get at it, if you
think that's the better way to go. Any sort of
t houghts on the best way, the best way to choose

bet ween t hent??

SECRETARY Bl EHLER: Yeah; I'"m not sure |I'm
t he expert on that. | know the Governor spent a | ot
of energy | ooking at that. It was not supported | ast

year when he tal ked about a gross profits tax.

It is probably an esoteric discussion here,
but, you know, for me, the basic elenment is user
t axes probably make sense, and then the question is,
you know, it is almst having the wi sdom of the
Legi sl ature help us figure that out by your
representation of the people as to what is
acceptabl e? What can work?

REPRESENTATI VE VI TALI : My final question---

SECRETARY Bl EHLER: That's a difficult
gquesti on.

REPRESENTATI VE VI TALI : Thank you.

My final coment is not to you but maybe

sort of to Mario and others who are now vehemently
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opposing the 1-80 toll because it is now goring their
constituents' oxes, maybe sort of trying to do, what

| believe is the right thing froma policy
perspective, is inmposing these taxes, these fair
taxes on gas generally or indirectly through the
taxes of profits. That m ght be a way to solve your
problem and do what | think is the right thing at the
same tinme.

CHAI RMAN EVANS: | would like to make a
coment .

| think, and I"'ma little biased, this is
probably the best commttee in the House, taking
not hi ng away from Joe and Rick, because | think these
di scussions are excellent. There is no question, |
think this is healthy for this process and |I am
strongly for it, but | always ask the members to
police thensel ves, because | have ei ght menbers,
ei ght additional members, and | have sone ot her
peopl e we need to bring on the panel.

So | am only encouraging you to police
yoursel ves. | know the discussion is good, but |
still have a clock that | got to manage. So | am
only asking you to maintain that way.

Representative Bryan Lentz.

| didn't mean to say that to you, Bryan
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before you were called, but--- Okay; | just wanted
to put that out there.

REPRESENTATI VE LENTZ: | just want to say
t hat my questions are not optional, sir.

But I would like to start off and just
briefly follow Representative Ml hattan's | ead and
conmpl i ment your staff. In my area, they have been
out standing every time | have had any interaction
with them very responsive and very effective in
sol ving the various problem we bring to them So |
t hank you for that, and |I wanted to say that
publicly.

You know, this debate about funding our
infrastructure and our mass transit and
transportation rem nds ne of the children's story
"The Little Red Hen." If you recall that, no one
wanted to hel p make the bread, but everybody wanted
to eat the bread, and you hear that time and tinme
again in this commttee. It is a problem seeking a
solution, and Act 44 was one of a list of solutions
that we were able to get through the House. I
haven't heard of others that we will be able to get
t hrough the House and the Senate and be signed by the
Governor.

But really, the state of our infrastructure
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is shameful, and followi ng up what Representative
Vitali said, we are not talking here about a public
policy of a |ong-term conprehensive transportation
plan; we are really just tal king about maintenance.
We are really just tal king about hol di ng what we have
-- keeping our bridges from coll apsing, keeping our
roads functioning -- and a maintenance plan is a
pretty nodest goal for our Commonweal th and for our
country, to just maintain your bridges and roads,
while there are countries poorer than ours and
countries that relatively recently have come out from
under Communi sm that are making billions and billions
of dollars of investment in first-class mass transit
and road and bridge projects.

So, you know, | ama freshman to this
process. Listening to this debate, no one wants to
say how to fix this problem they just want to attack
t he solutions that have been proposed. But | do have
a specific question, M. Chairman; | apologize for
the | ong prelude.

But I wanted to ask you, you know one of ny
areas of interest is the airport, specifically the
Phi | adel phia International Airport, and | noted in
your budget and in the Governor's address that there

is some talk of grants for investment in airports. I
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wonder if you could talk a little bit about that
grant process, how does an airport apply for a grant?
And what, if any, oversight do we have, because
obviously I aminteresting in |linking any noney going
into expanding or building at the Phil adel phia
| nternati onal Airport to conprehensive planning and
the things we have discussed with regard to
congestion and the issues that affect ny district.
SECRETARY BI EHLER: We have a progrant in
the case of aviation capital inprovement, as |
mentioned, it currently is $5 mllion a year. W
have 130 airports that are potential grantees, if you
will. So we simply in effect notify the whole
aviation community as to what availability we have.
So if this programis approved, that you concur and
increase it to $10 mllion, we will re-notify all the
ai rports and ask for worthy projects that they would
seek help for. It is a matching kind of program and
we have typically paid for, for instance, extension
of runways, typically safety areas in runways has
been one of the issues. Occasionally we have hel ped
to finance them -- taxi-way connections, hangars,
term nal building upgrades -- and there is sone very,
very old termnal infrastructure. So those are the

ki nds of things, you know, pretty basic airfield
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ki nds of inprovements are the kinds of things that we
have fi nanced.

So we basically accept a whole series--- |
mean, we accept the grant applications. Typically we
have many, many, many nore times grant applications
t han we have dollars to hand out. And very often,
you know, we get letters from |l egislators who are
aware of it, and we would be happy to make sure you
fol ks know, if there was an airport in your district
t hat applied, to let you know that, because maybe
there is one that is more inportant than others, that
you have some information that m ght help support
t heir application. We try to do a pretty rigorous
review and try to make judgment about the val ue of
t hat application. So that is our process.

REPRESENTATI VE LENTZ: Thank you, M.
Chai r man.

CHAI RMAN EVANS: Representative M| ard.

REPRESENTATI VE M LLARD: Thank you, M.
Chai r man.

M . Secretary, going back to Act 44, which
seems to be everybody's favorite topic here this
mor ni ng, together with the Turnpi ke Comm ssion, you
made application to the Federal governnment, of

course, in order to toll 1-80. Now, since that time,
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t he Federal Hi ghway Adm ni stration contacted you,
turning down the application because of 14
deficiencies in that application.

Now, as a legislator with |-80 going through
my district, as many others here, | serve on a
commttee that was set up by the Turnpi ke Comm ssion
-- PENNDOT, | suppose, was involved in that, too --
but | have not had, other than the notification from
the chairman of that group to do the sales pitch on
the tolling of 80, | have had no notification at all
on whether these 14 separate issues that were raised
by the Federal Hi ghway Adm nistration on the
application have been addressed. Have any of these
14 been satisfied? Can you tell us the status of it?

Can you tell us what areas may be problematic?

SECRETARY Bl EHLER: | cannot. | have not
seen the revised docunment. The Turnpi ke Conm ssi on
staff and their consulting firms, | amled to

understand, are in the process of revising the
application to address those issues.

But no, | have not seen it. | have not seen
anything at all. | received also the letter fromthe
Federal Hi ghway Adm nistration.

One correction: The Federal Hi ghway

Adm nistration didn't reject this, didn't say no;




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

57

they simply said, we don't have enough information to
make a judgnment. It's a mnor point. But anyway,

t hey have certainly not approved it, and they said
these are the areas that nmust be expanded for us to
make a judgnment.

REPRESENTATI VE M LLARD: Ri ght, but there
are 14---

SECRETARY Bl EHLER: No, sir, | have not seen
anyt hing yet.

REPRESENTATI VE M LLARD: Okay.

SECRETARY BI EHLER: | would be happy to pass
t hat on whenever that information is provided by the
Tur npi ke.

REPRESENTATI VE M LLARD: Well, | think those
of us who were on that initial commttee would
certainly appreci ate having some advance know edge
rat her than, of course, picking up a newspaper and
readi ng about it in the press.

The Federal Hi ghway Adm nistration asked for
an | -80 capital improvement schedule with greater
specificity than what was provided prior to their
December letter. They have al so requested a proposed
or contenpl ated project schedule and finance plan---

SECRETARY Bl EHLER: Ri ght .

REPRESENTATI VE M LLARD: ---for the
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reconstruction or rehabilitation.

SECRETARY Bl EHLER: Ri ght .

REPRESENTATI VE M LLARD: Have the capita
i mprovenent and project schedules as well as the
finance plan been provided to then?

SECRETARY BI EHLER: The same t hi ng. | have
not seen any of the information on any of the
guestions that were asked for more detail.

REPRESENTATI VE M LLARD: Do you know exactly
to whom | could direct that?

SECRETARY Bl EHLER: Sur e.

REPRESENTATI VE M LLARD: | f not you, then
who to try and get an answer to that?

SECRETARY Bl EHLER: Sure; the Executive
Director of the TurnpiKke.

REPRESENTATI VE M LLARD: M. Brinmmeier?

SECRETARY Bl EHLER: Yes; absol utely.

REPRESENTATI VE M LLARD: Okay. One fi nal
gquestion for you here.

Your initial expression of interest to the
Federal Hi ghway Adm ni stration included a response to
a question regardi ng whet her or not public nmeetings
were held concerning the 1-80 tolling.

During the spring of 2007, and sonebody el se

alluded to this today, a nunmber of hearings were held
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by the State Senate and the State House
Transportation and Appropriations Commttees to
review the proposal to convert 1-80 to a toll
facility, and as Chairman Geist mentioned, |I'monly
aware of one informational meeting that was held by
the Senate Transportation Commttee, and it was not
exclusively dedicated to the tolling issue. And I
m ght add that after Act 44 went into effect, that
knowi ng that a | ot of hearings weren't held, that I
in fact held one of the first hearings on the tolling
of 1-80 in Columbia County, that was attended by many
of my fellow members, along the 1-80 corridor, and |
guess that | have to ask and reiterate again what was
mentioned earlier, that is not our time better spent
trying to address how to i mprove, how to find funding
for our infrastructure, rather than trying to do a
sales pitch with information that may not in fact be
all that accurate?

SECRETARY Bl EHLER: It could be.

REPRESENTATI VE M LLARD: Thank you

SECRETARY Bl EHLER: Thank you.

REPRESENTATI VE M LLARD: Thank you, M.
Chai r man.

CHAI RMAN EVANS: Let nme just say this to the

menmbers of the commttee. This recommendati on canme




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

60

to me; | just talked to the Chairman.

| know there are a | ot of questions about
the turnpi ke, but I'"mgoing to request that the
Turnpi ke Comm ssion come before us. | will shoot for
the same time that | had, March 3, for PHEAA. So to
t he members who want to be able to ask those
guestions, based on the reconmendati on just made to
me, | will bring the Turnpi ke Comm ssion and the
Executive Director. So you will get your chance.

Rat her than the Secretary trying to answer those
guestions, it is better to have the Turnpike
Comm ssi on.

So we will get them before us, and then you
wi Il get your chance to ask your questions. And |
know t he Chairman of Transportation will join me?
Any ot her Chairman who will join me? Do you want to
join me on that? |I'mbringing in the Turnpike
Comm ssi on.

REPRESENTATI VE GEI ST: | have | ove to.

CHAI RMAN EVANS: Okay. So we will request
t he Turnpi ke Comm ssion. So, folks, I want you to
save all those questions you have been asking and the
Secretary has been trying to answer. It is better to
ask them so we will do that; we will shoot to bring

them in here.
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Are you finished?

| have Representative Petri.

REPRESENTATI VE PETRI : Thank you, M.

Chai rman, and thank you, M. Secretary, for appearing
here today.

' mgoing to try and ask very direct and
targeted questions, and |I'm sure the Chair wil
appreciate it if both of us can answer them very,
very succinctly. In fact, to the first question, if
you can do it in one word, | will be satisfied.

Going to the 202 project, over the |ast 3
1/2 years you have continually shown support both
personally and as a representative of PENNDOT for the

scal ed back Route 202 bypass project, which has been

on the books for 40 years. In Iight of some of the
recent press indicating the mega mllions of dollars
that will be spent in the southeast, are you still

personally and financially commtted to the 202
Par kway project and pressing for a timetable that
| eads to a timely conmpletion of that roadway?
SECRETARY Bl EHLER: Sur e.
REPRESENTATI VE PETRI : Okay. | love that
answer. Thank you. And | know that Kathy Watson
appreciates it, too.

There is now some talk this morning --
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second topic area -- about the prices of gasoline
going to $4 a gallon. The department itself is a

| arge consumer of petroleum So my question is, what
is the department doing to reduce its dependence on
oil, and specifically, can you address in that answer
why it is that PENNDOT refuses to i ssue any concrete
projects when traditionally our concrete

manuf acturers have had approximtely 15 percent of

t he road-surfacing projects?

SECRETARY Bl EHLER: In the case of this,
every State hears challenges from sort of the asphalt
i ndustry versus the concrete industry, and probably
you fol ks have been | obbied as well, and we try to
sinply make the best financial judgnent. In fact, in
some cases, we allow approved equals, if you will
So if one contractor can provide an equal treatment
in one or the other mechani sms, we approve that as
wel | .

But in general | would also say that the
i ndustry has, probably as a result of changes in
technology in the last 10 years, in fact, there was a
very special piece of research that was done in the
1990s. In fact, the previous PENNDOT Secretary was
chairman of a group called the Strategic Hi ghway

Research Program which led to the devel opment of
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somet hing call ed super-pavement, and | won't bore you
with the details, but it is a technical m xing
process and it is a design and construction process
to use asphalt in a nore productive way that produces
| onger | asting pavement. So there is a real question
and al ways a challenge in the industry as to what

| asts the | ongest and the great strides made in the
asphalt i1 ndustry.

At the current time, we see big cost changes
in both industries, as we see petroleum prices, you
know, at 100-plus dollars a barrel now, but
unfortunately, the concrete industry has faced the
same escalation in the costs. The three big changes,
as you know, over the last 4 years have been
concrete, steel, and petroleum and there seens to be
no end to it. And the pressure we see in China and
| ndia continues to be, seens to be just unending and
affecting our prices.

So we will continue to try to make sure that
we have options in both the concrete as well as the
asphalt industry and attenpt to use the best m x of
materials that will give us the best long life.

REPRESENTATI VE PETRI: A foll owup question:
Isn't it true that for the past year and continuing

even today, there are no bidding contracts for
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concrete work?

SECRETARY Bl EHLER: | don't think that is
the case, but | will be happy to check with our folks
and get back with you.

REPRESENTATI VE PETRI : |f you could, and if
you have identified any, if you could provide those
projects, because |I'm being told that traditionally
the industry receives at | east 15 percent and that
their product is now cheaper, but we will see.

SECRETARY BI EHLER: Yeah, and | woul d be
happy--- Let nme just parenthetically say that |
woul d be happy to have the same kind of information
that is probably produced by the concrete suppliers,
al so give you a bal anced picture by giving you
information from the asphalt fol ks, who probably wll
want to challenge it.

REPRESENTATI VE PETRI : Okay. The | ast area.
On the REAL I D program and the inplementation by the
departnment, | want to ask a couple of questions.

| understand that there is a contract with
Viisage Technology to create a facility and that this
facility, I want to ask you, how much has been spent
to create the facility, and then a foll ow-up
guestion, who pays for the security and how secure

are the communications lines within that facility?
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SECRETARY Bl EHLER: Viisage, the
Pennsyl vani a Departnment of Transportation has a
contract with Viisage, and they provide our photo
license materials and so on. If REAL ID is
ultimately approved by the Conmmonwealth, it will
affect, obviously, the way we issue our |icenses, but
Viisage is not, to my know edge, building a facility
related to REAL | D. So I'"'m not sure how t hat
confusion is going on, but that is the case.

And in terms of security, we have a whole
series of inner securities to protect people's
information, and if there are some specific areas
t hat you would like me to provide details on, | would
be happy to give you something in witing related to
t he whole issue of securing people's information.

REPRESENTATI VE PETRI : Wth regard to the
FaceEXPLORER process, which is a process where they
try to use the photograph or someone's photograph to
i mge them and use that for identification purposes,
has PENNDOT expended any noney toward creating that
FaceEXPLORER?

SECRETARY Bl EHLER: Absol utely. We use the
people's photo Iicense image as part of, we utilize a
facial recognition software as part of our fraud

security process in the whole |licensing business. So
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when we take someone's picture, we utilize that to
make sure that there is not another |icense with that
same person's picture, and we have had unfortunate
mat ches occasionally when people have tried to
defraud our system

REPRESENTATI VE PETRI : How much has PENNDOT
expended on that so far?

SECRETARY Bl EHLER: | have no idea. "1l be
happy to get that information, if that is what you
woul d 11 ke.

REPRESENTATI VE PETRI : Yes, if you could; if
you could submt it to the Chair.

The | ast question, as | understand the REAL
| D program it is really designed to provide an
of ficial Federal identification for Federal purposes,
whet her you are getting on a commercial airline,
nucl ear power plant, or going into a Federal
facility, and there really is not any mandate on the
States necessarily to use the driver's |license. So
in light of that, under what authority is PENNDOT
proceeding? |'m not aware of any | egislative
aut hority to use this license for other purposes.
Are you intending to use it for any other purposes?

SECRETARY BI EHLER: We are right now, as I

think the commttee knows, we are in the process of
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review ng the Department of Homel and Security's final
regul ations related to the subject of REAL ID

The gentleman is correct that there is no
mandate that we have to utilize this ID, but I would
just tell you that in fact the final regulations
promul gated by the Department of Homel and Security in
fact gives States an option, and they go fromall the
way fromjust, if you want us to conpletely opt out
of the program you can, to the other extreme which
was to require all of your citizens to have a REAL
| D.

Now, there is a catch-22, that is true, but
at least fromthe Department of Homel and Security's
standpoint, if you want to get access to Federal
buil dings, if you want to get on an airplane, you are
going to have to produce a certain kind of ID. So we
are |l ooking right now and are struggling to finish
of f an analysis of what it would cost the
Comonweal th if we either opted out--- We know what
the cost of opting out is; that is presumably
not hi ng, other than a potential inconvenience for our
citizens, all the way to the extreme of requiring
everyone. But there is also a m ddle ground which
says, for those people who want to get a REAL I D and

want to go through that process, we need to know what
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t hat woul d cost, because we would have to set up the
mechani sms to accommodate that.

So we are right in the m ddle and hope to
have an answer to that in April to allow all of us to
then make a judgnment about it.

REPRESENTATI VE PETRI : Thank you, Chairman

Evans.

| would just add that in speaking to
Chai rman Geist, | understand that he would like to
have hearings on it. | think it is a very, very

i mportant topic and that we as | egislators get ahead
of this issue and we understand exactly how this ID
is going to be used or could be used or whether we
shoul d even have it, because | have sonme real
guestions about its security and protecting our
citizens.

CHAI RMAN EVANS: Representative Keller.

REPRESENTATI VE KELLER: Thank you, Chairman
Evans.

M. Secretary, well, that was a good |ead-in
to my question, the Transportation Wrkers
| dentification Credential, the TWC program That is
a Federal mandate, and |'m not here to criticize the
program | believe that after 9/11, there had to be

some changes made, and the transportation industry is
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one of

But |

me a brief

program because it

wor kers.

the

i ndustries that will have that

was wondering if you could j
update on the inplementation of
will affect transporta
There are some people who make t

after

change.

ust
t hat
tion
heir

this

in the transportation industry that

program will no | onger qualify for it.

SECRETARY BI EHLER: Ri ght .

REPRESENTATI VE KELLER: So | was just

wondering if you could give me a brief update.

give

living

SECRETARY Bl EHLER: | will have to give you
a witten update. | "' m not sure of the exact details
and the time frame, but, yeah, you are exactly right.
We have got a tougher bar to neet, if you will, in
terms of identification; that is true. So I will be
happy to provide something to you.

REPRESENTATI VE KELLER: Thank you.

CHAI RMAN EVANS: Representati ve Kat hy

Manderi no.
REPRESENTATI VE MANDERI NC:

Chai rman, and M. Secretary, thank you for

her e.

| can't believe that |'m one of the

speakers and no one yet has asked you about

think is a very significant part of our

Thank you, M.

bei ng

| ast

what |
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transportation budget, and that is the mass transit
conponent, and | understand we have agencies com ng,
but | want to get to the fiscal issues with the

depart nment.

| live in the congested southeast. Just by
way of introduction, | often make a decision every
day whether |I'm going to go from King of Prussia to

Pl ymout h Meeting by way of Route 202 or by way of the
turnpi ke, or if I'"'mgoing to go from Roxborough to
Lansdal e by way of 309 north or by way of the
turnpi ke, and | could take the I ocal roads and it
could take nme twice as long or | could take the
turnpi ke and it can cost me a little nmoney, and
that's a decision that we in the southeast make every
day. But in tal king about our highway and
infrastructure problem with other menbers, you very
succinctly said that this is an issue of mobility for
all Pennsyl vanians, and | am convinced that we nust
have a holistic view of this issue of mobility and
that we will never be able to build big enough, wide
enough, triple-decker, double-decker highways to nove
all of the people, that we need ot her nodes.

So on that note, tell me where we are in
terms of transportation funding this year for our

mass transit agencies? You know, |ast time around we
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were tal king about the flex money, and that was an
issue for some fol ks, and we have Act 44 which has
t he potential for noney in the future, and | think
some nmoney comng this year, but | don't exactly know
where that noney is comng from | want to talk
about this fiscal year, next fiscal year, and then
what happens if Act 44 blows up in terms of our
comm tment and need to mass transit in Pennsylvani a.
SECRETARY Bl EHLER: Okay. The first year of
Act 44 provided $300 mllion in additional money for
public mass transportation to all systens in

Pennsyl vani a, next year or the year that we are about

to enter increases that to $350 mllion, the year
after it goes to $400 mllion, and then it goes up at
2 1/2 percent a year. If Interstate 80 is in fact

rejected by the Federal Hi ghway Adm nistration, per
the terms of Act 44, the transit portion will drop
back to $250 mlIlion and stay fl at.

So that hel ps or perhaps at least tells you,
you know, what the options are here as we go forward.
But hopefully we will be able to continue the program
that is identified in Act 44, which will help
stabilize the transit systens.

You know, | don't want to go into a |ong

di atri be about public transportation, but Act 44 was
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really a landmark piece of work in terms of the
transit side, and | have to tell you that |
congratulate all of you, and I mean it sincerely. | t
finally made much, much better sense out of public
transportation. It set in performance requirements.
My staff is working feverishly to meet their ternms of
Act 44, to work with the transit agencies to conme up
with a series of additional performance requirenents
over time. It separated capital and operating

fundi ng. It made very basic improvenments that
everybody, in my opinion, can be proud of, because it
really tries to manage that source of funds well.

The Fundi ng Comm ssion recomended al nost
twice the amount of money that was ultimately
approved, and so that will mean certainly on the
capital side that there will be some difficulty for
f ol ks. But neverthel ess, there are some really solid
basic i nprovements structurally to that program | t
was simplified, and it is going to have a series of
performance, because we all want to make sure those

doll ars are spent well.

So that is the current status. It has been
a great hel p. | f somehow Interstate 80 is not
tolled, it will fall back to a point where it is

probably pretty tenuous over time, because there is
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no growth built into that. But at the noment there
is if the provisions continue.

REPRESENTATI VE MANDERI NO: | f Act 44 woul d
fall through, if mass transit funding falls back to
that | evel, have there been any anal yses done about
t he i npact on the other mpdes of transportation --
hi ghways and bridges, funding, maintenance, et cetera
-- what the fiscal inmpact of, what |I will call the
| oss of sonme other formof infrastructure will have
on the demand for that system and the demand for
mai nt enance for that system et cetera?

SECRETARY Bl EHLER: My guess is, it will be
sort of a slow constriction, if you wll. It is
al most |ike, you know, a boa constrictor around you,
and all of a sudden it just gets tighter and tighter

and tighter.

Thi nk about what happens, though. I f folks
now are going to be next year at $350 mllion, the
next year at $4 mllion, and somehow t hat drops back
to $250 mllion, all of a sudden folks will start

havi ng these holes in their budgets, they are going
to have to go through the predictable thing -- they
will go through this spiral of raising fares and
reduci ng service -- right at a time when, if we don't

pay attention to climte change issues, you know,
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that will overconme us as well. So what will happen
is, it will put nmore pressure on the highway system
and we are not able to keep up with the hi ghway
congestion growth, as we know, because of the
infrastructure backl og.

So | think that you can project that it will
be a long period of time, and we will sinmply have
t hat many more kinds of delays with no option.
People will get isolated as well. Peopl e depend on

public transportation to get to jobs and to go to

school. Some folks won't have an option
So it will be pretty insidious, and | guess
we can project it, it will probably be an inexact

science, but we can try to take a stab at saying,
t hese are the kinds of outcomes that we expect if
t hat happens. If that is of benefit.

REPRESENTATI VE MANDERI NO: Thank you. Just
one cl osing comment.

| heard a | ot of conmments during the other
guestions about kind of the long-terminplications of
various policies that we have, but it seems to ne
t hat one of the best public policies that we can have
for open-space preservation, farm and preservation,
as well as clean air and healthy air is to invest in

our mass transit, and the building will happen around
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t hose nmodal transport sites, so to speak.

SECRETARY Bl EHLER: Land use configurations
are a critical issue. How we devel op--- Do we
devel op and have devel opnent oriented so that mass
transit can serve it easily or not has a big outcone
on our future.

REPRESENTATI VE MANDERI NO: Thank you

Thank you, M. Chair.

CHAI RMAN EVANS: Representati ve Reed.

REPRESENTATI VE REED: Thank you, M.

Chai rman, and thank you, M. Secretary. W welcome
you before the commttee this norning.

| want to talk a little bit about the
turnpi ke, but not from the Turnpi ke's perspective but
fromthe Adm nistration and PENNDOT's perspective of
t he prospect of possibly |ooking at |easing the
turnpi ke at some point in the future.

You had mentioned a little bit earlier in
the commttee hearing that there has been some
circulation of prospects for a potential subm ssion
of bids for that possible | ease happening at some
point in the future.

When those bids are received, will all the
bi ds be made public to both the Legislature and for

the public to determ ne whether the correct bidder
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was chosen?

SECRETARY Bl EHLER: | don't know the rel ease
process. It is important to make sure that in order
to consider that option, that all information is
produced. And it is still in the process of being
devel oped in terms of what the final conditions m ght
be, you know, what is the |ease period; what are the
tolling schemes; what are the maintenance
requi rements, and all those. | mean, it is very
critical for you folks to make a judgment about that,
to understand every single termof that kind of a
proposal. And at the nmonent, we don't know what it
is going to produce financially, whether it is a
great opportunity or it is not, but that will be
forthcom ng.

REPRESENTATI VE REED: Well, | guess just one
qui ck foll ow-up question to that comment.

Before you, | guess, let the subm ssions
start to occur, will you seek input fromthe
Legi sl ature and/or the public on what those terns
shoul d be?

SECRETARY Bl EHLER: My understanding is that
t he Governor's Office and the budget folks are in the
process of working out at |east those kinds of

schemes as we speak. | don't know what the next part
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of it or what the aftermath will be.

| believe in the case or | think in the case
of I ndiana, they took some bids, but there may have
been some final adjustments in some of the terns
toward the end. But | don't know what the exact
scheme will be, but I will certainly pass that on.

REPRESENTATI VE REED: Okay.

The second questi on: I f we were to consider
| easing the turnpike, in your mnd, would that negate
the tolling of 1-80 indefinitely, or would those two
programs work in conjunction with one another? \Where
do you see that heading? |If we |ease the turnpike,
is the tolling of 1-80 off the table, or perhaps
could both happen?

SECRETARY Bl EHLER: | don't think I know the
answer to the question. Not because I'mtrying to
duck it; | just don't know.

| think the Governor had said that he was
hopeful that there would be enough revenue produced
by | easing the turnpi ke that he would not have to
toll I-80. But whether that is the case, you know,
you will have to see the details of whatever the
proposal m ght be.

REPRESENTATI VE REED: Okay. And according

to the Transportati on Funding and Reform Comm ssion
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report a little over a year ago, you need about $1.7
billion a year to nmeet transportation needs in
Pennsyl vani a.

SECRETARY Bl EHLER: Ri ght .

REPRESENTATI VE REED: And then according to
Morgan St anl ey, that has been hired as counsel to the
Adm ni stration on the |easing of the turnpike, in
order to come up with that funding, you are | ooking
at about a $20 billion up-front payment that would
necessitate being able to come up with that $1.7
billion a year. My question to you is, has PENNDOT
or the Adm nistration | ooked at the inmpact of either
tolling or not tolling I-80 on that up-front payment
for the | ease of the turnpike? And the reason | ask
that is, if you have got two parallel roads running
t hrough the State of Pennsyl vania, and one sees a
toll increase at some point in the future and one is
not tolled, there is going to be a diversion of
traffic in one form or another, especially traffic
that is really just using our State as a thruway.
Have you | ooked at how the tolling or not tolling of
| -80 may i npact that up-front payment?

SECRETARY Bl EHLER: No. In a sense, ny
under st andi ng of the exam nation of potentially

| easing the turnpike is simply |easing the turnpike,
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not putting a toll on 1-80.

REPRESENTATI VE REED: Okay. Do you think
that is something that we will be | ooking at at sonme
poi nt on how that would inpact that up-front payment?
Because obviously it---

SECRETARY Bl EHLER: Well, it would happen
automatically as part of any, you know, conpetitive
bi ddi ng. The bidders would consider that, so if
tolling I1-80 is not part of the package and sinmply
| easing the turnpi ke, that they would take that into
account in their bid price.

REPRESENTATI VE REED: | understand that, and
that is what | am asking: Has the Adm nistration or
PENNDOT | ooked at how nuch they would take that into
account? Wuld that decrease the up-front paynment by
10 percent? 5 percent? What type of dollars are we
tal ki ng about?

SECRETARY Bl EHLER: | don't think we know
t hat .

REPRESENTATI VE REED: Okay. | think that is
somet hi ng we should probably find out at some point
along this process so that we know what we are
conparing the different proposals with, okay?

Thank you, M. Secretary, and thank you, M.

Chai r man.
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SECRETARY BI EHLER: We can ask Morgan

Stanl ey, you know, you will not know until you know
what the bids are as to what the market is willing to
bear. The next question is, we can certainly ask

either the bidders or Morgan Stanley for a judgment
on that, you know, once you get some concrete
information and bids on it.

REPRESENTATI VE REED: Do you anticipate
Mor gan St anl ey being made avail able to the
Legi slature or this commttee for questions on how
they are structuring those proposal s?

SECRETARY Bl EHLER: | would think, you know,
per haps that is a discussion the Chairman wants to
have, but | would think that they need to go through
their process.

You know, if you are in a conpetitive
bi ddi ng process, you know, by its nature it needs to
be pretty closely held to get the very maxi mum price.
| think what you want to do then is once that occurs,
t hen absolutely you want to provide, you know, a very
detailed discussion on it of those options, sir.

REPRESENTATI VE REED: Thank you.

CHAI RMAN EVANS: Representative Ml er,
pl ease.

REPRESENTATI VE M LLER: Thank you, M.
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Chai r man.

M . Secretary, good morning.

SECRETARY Bl EHLER: Good mor ni ng.

REPRESENTATI VE M LLER: If we could return
to bridges.

We tal ked about this bridge bonding, $2
billion -- you know, $200 mllion a year for 10
years, $2 billion -- and in your response to Chairman
Civera earlier, you referenced the fact that we have
5,935 structurally deficient bridges, which is about
20 percent, something like that, | don't know. You
referenced 25,000 bridges. At the end of the 10-year
span, how many structurally deficient bridges do you
expect would remain? Do we have any projections on
t hat ?

SECRETARY Bl EHLER: We believe that we can
reduce it by about 40 percent. So 40 percent of
5,900 is, whatever it is.

REPRESENTATI VE M LLER: Okay. So we are
| ooking at--- That is a significant reduction.

You have stated that we think that by the
year 2010, we can have a thousand bridges that are
ready to go for construction. Are those thousand
al ready designed? The permts released? |s that

feasi ble that we can have a thousand bridges under




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

82

construction by 20107

SECRETARY Bl EHLER: Oh yeah; we think so.

We are pretty confortable with that, and in fact |
quietly challenged my staff to see if they can do
more than that, because the problemis, the backl og
is so huge. No.

| think it is doable. We are now on average
rehabilitating or replacing around 220 bri dges a
year, so this represents about a 50-percent increase.
When you think about it in a couple of different
terms, if you spread the additional 110 bridges over
11 PENNDOT districts, that is 10 nmore bridges per
district, so it starts to sound nmore manageabl e.

But even with that, we have a special bridge
group that has been established over the | ast nonth
and a half to specifically address this, to not only
do those things within our central office group but
to then support the districts as we try to ranp up
and make sure we can deliver this.

| need to tell you, wi thout going into great
detail, that we really | ooked at a whole series of
options. We even | ooked at options of borrow ng $2
billion over 4 years to see if you could really ram
it up that fast. You get to a point, however, where,

after some good discussions that | had with some of
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the | eadership at the Associ ated Pennsyl vani a
Constructors group, that they may not be able to
catch it, so we may end up attracting contractors
fromfar and wi de and our judgnent was that we woul d
see such price spikes, it would not be effective. So
we think that this program of building up to about 50
percent where we are today and then holding that is
the right approach, that we will get the best

conmbi nati on of price.

Al so, the whole managi ng, as you correctly
poi nted out, the whole managi ng of this effort,
because you still have to go through environnment al
reviews and historical reviews and so on, our
approach is as follows, that we plan on in the
initial year and a half or so doing nostly
rehabilitation work. It is much quicker to get into
process, but we have got some big bridges that need,
you know, to have much more extensive work, that
rehabs are not sufficient, we have got to replace
t hem So that will take a little | onger.

So while we are, you know, getting out of
t he shoot quick and doing as much rehab as we can, we
will be setting in place the construction, the
consul tant work, to get those projects in place.

We are also going to be | ooking at grouping,
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doi ng some grouping of design and build projects. So
we have got quite a nunber of approaches planned to
be able to deliver this target of a thousand bridges.

REPRESENTATI VE M LLER: Just a quick follow
up then.

You basically have indicated that we are
going to be doubling the amount of bridge work that
we have been doing---

SECRETARY BI EHLER: About a 50-percent
i ncrease, but go ahead.

REPRESENTATI VE M LLER: About a 50- percent
i ncrease.

SECRETARY Bl EHLER: Yes, sir.

REPRESENTATI VE M LLER: My ot her concern
t hen would be for the sustainability of what we have
been doi ng. | " m | ooking, since these bonds will be
pai d out of the dedicated bridge fund---

SECRETARY Bl EHLER: Ri ght .

REPRESENTATI VE M LLER: ---and |I'm | ooki ng

at a spreadsheet that says basically in 2018-2019,

after paying debt service, we will go from about $163
mllion a year in that fund for '08-09 down to under
$50 mllion a year

Now, it appears that it starts to rise after

t hat, but that that debt service builds to the point
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where we are going to drop to $50 mllion. So is

t hat going to have a negative inpact on what we woul d
normal |y be doing out of the bridge fund in funding
it?

SECRETARY Bl EHLER: Oh; sure. We woul d use
the Restricted Bridge Account to pay off those bonds,
| guess is what you are saying, right?

REPRESENTATI VE M LLER: Ri ght . But then
does that drive down the number of bridges that we
coul d address out of the Restricted Bridge Account---

SECRETARY Bl EHLER: Sur e.

REPRESENTATI VE M LLER: ---by paying down
this debt so nmuch that what we get in the way of
return is not quite what it appears to start, even
t hough I am not saying that | oppose this---

SECRETARY Bl EHLER: Ri ght .

REPRESENTATI VE M LLER: ---1 just have a
concern with that much debt.

SECRETARY Bl EHLER: And it's a good
qguestion. The answer is no to that, because we have
| ooked at the whole period, assum ng we are going to
go through a period of 10 years. And no, we will be
able to continue this program at this accel erated
| evel of around 50 percent greater than today, al

t he way through the programthe way it is set.
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Obviously, there will be subsequent Adm nistrations
that will have to then review that and decide if they
think that is worthwhile and want to continue to
accel erate or whatever.

But, no, we think it is a pretty solid
financial strategy to utilize those restricted bridge
funds, unless we get the work done up front. Because
of the incredible inflationary period we have seen,
it is in effect cheap money now, "cheap" in quotes.

REPRESENTATI VE M LLER: Okay. And there is

just one other aspect | would Iike for you to
addr ess.

We have been taking about $10 mllion a year
and giving it, as | understand it, in grants to help

the I ocal municipalities, counties, address bridge
wor k that they have that needs to be done out of this
account, and will this in any way endanger that
programor will it help to accelerate that program?

SECRETARY Bl EHLER: Absol utely not, it wll
not endanger it.

In the most aggressive year, there was $24
mllion, if my figures are correct, out of this
bridge noney over and above the other nmoneys that go
to municipalities. | mean, when you total all the

money that goes to municipalities and counti es,




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

87

believe it or not, it is in excess of $600 mllion a
year out of the Motor License Fund. Over and above
that is what we are tal king about.

REPRESENTATI VE M LLER: Sur e.

SECRETARY Bl EHLER: And we think we can

comfortably nmeet a requirement of $25 mllion a year,
because those noneys, this $20 or $25 mllion --
sometimes it has been as low as $10 mllion, you are
correct -- have been used by us to help the

muni ci palities match some Federal nobneys to get nore
bridge work done.

So, no, we don't think it will endanger that
at all, because we know that they have got a | ong
road to hoe in their own structure system

REPRESENTATI VE M LLER: Okay. Thank you,
M. Secretary.

Thank you, M. Chairman.

CHAI RMAN EVANS: Representati ve Reichl ey.

REPRESENTATI VE REI CHLEY: Thank you, M.
Chai rman, and thank you, M. Secretary, for your
patience in undergoing all the questions.

Let me first start off with a [ocal matter
and then nove to the issue of the day on Act 44 in
relation to the turnpike.

Route 22 is one of the major thoroughfares
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t hrough the Lehigh Vvalley, and I met with Tucker
Ferguson | ast week and he informed me that there is
an attempt to I think have this placed upon a
priority list or to examne it for some degree of
priority standing. Are you able to tell us today, or
the folks at least in the Lehigh Valley, where that
woul d stand in ternms of allocating funding to assi st
and identify that as a priority transportation
project?

SECRETARY Bl EHLER: | have not heard back
fromthat MPO as to what their program can absorb, so
l'1'l have to wait to hear fromthat, but | would be
happy then to discuss it with you.

REPRESENTATI VE REI CHLEY: Okay, because
obviously that is sort of a major lifeline in the
transportation needs of the Lehigh Valley, and we
woul d appreci ate your consideration of that.

Movi ng nmore generally to the turnpike and
Act 44, actually, based upon a hearing that
Representative Scavell o had up in Monroe County where
he had elicited sone testimony, in checking with our
staff, it appears that the Turnpi ke, contrary to what
| think is a public understanding, does actually
receive sonme nmoney fromthe State and off the gas tax

revenue, but | think there is sort of a popular




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

89

conception that the Turnpi ke's operations and

mai nt enance are funded solely out of turnpike
revenue, and as | understand it, the Turnpike is
receiving a flat $28 million Executive authorization
from Act 3 of 1997 and that the sum actually rises up
to close to $100 mlIlion per year based upon 14
percent of the 55 mlls fromthe oil conpany
franchise tax in Act 26 of 1991. | guess ny question
is, has there been any attempt to discuss with the
Turnpi ke really making the parties responsible for
expenditures, comng up with the revenue for that,
and by that | mean, did the Adm nistration ever
approach the Turnpi ke and say, | ook, you are getting
to the tune of $100 mllion a year from PENNDOT and
the State taxpayers when you should be funding bond
projects, or the revenue stream at | east for those
bond projects, for projects which, as | understand
it, are alnost conpletely done or are under planning?
And in addition, | think you have seen the

| egi sl ation introduced by Representative MZCall and
Representative Argall that would suggest to transfer
$500 mlIlion off the Motor License Fund, which is
currently dedicated to providing payments for State
Police coverage.

Now, you have been discussing how you are
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going to afford a $200 m |l lion bond expenditure and a
revenue stream for that, and it would seemto me that
we don't have to get into all this crazy bond
financing to do the bridge projects if we merely
| ooked at, in a very sincere and honest way to the
t axpayers, let's show them where the money is com ng
from and have the Turnpi ke Comm ssion have all the
money going toward turnpi ke expenses cone from
turnpi ke revenue. Let's have the State Police paid
for fromthe General Fund so that you have the
necessary dollars, really, to go forward on the
bridge projects, which have a priority, wthout
necessitating getting into the whole bond financing.
So I"mcurious as to whether there has been any
consi deration by that with the Adm nistration?

SECRETARY Bl EHLER: | have not heard of any.
| know that in the case -- you are correct -- in the
case of the Turnpike, it is actually $87 mllion that
is dedicated as part of Acts 3 and 26. | have not
heard any discussi on about asking the Turnpike to
send that noney back -- that would be interesting --
but it would take, obviously, a change in the |aw as
it relates to those things.

| mean, those are good suggesti ons.

REPRESENTATI VE REI CHLEY: Well, | think that
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it would behoove us fromtrying to sinmplify, instead
of -- no disrespect neant to you -- this Three-card
Mont e game we go through, this shell game about,
well, we will take some money from here, and people
don't really see where it is comng from

And with regard to that with mass transit as
well, with Act 44's passage, | understand there is an
i nfusi on of money toward the mass transit agenci es.
Some of us had argued that the bulk of the funding
t hat goes to mass transit should be directed toward
the capital expenditures instead of, | think from
| ast year -- and, you know, correct nme if | am wrong
-- about 61 percent of SEPTA's operating revenue was
comng from State taxpayers who woul d never ride a
SEPTA bus or a SEPTA train. The Pittsburgh Port
Aut hority was somewhere in the same percentages, but
maybe different. And what has caught the attention
of some of us, at l|least in the southeast, is on
February 12 there was an article published that
identified that SEPTA utilized $81 1/2 mllion that
t hey got out of the Act 44 funding, | believe from
| ast year, and didn't put it toward the capital
expenditures but just put it aside into this sort of
a rainy day account, which seemed to fly in the face

of the dire calls for the need to have an i nfusion of
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cash fromthe State. |If we provided an extra $81 1/2
mllion to SEPTA, why didn't they put it toward
getting better buses or energy-efficient buses, the
same way with the subway cars. So what is your
response to that?

SECRETARY Bl EHLER: Well, | would defer, |
know t hat the General Manager and CEO of SEPTA is
going to be testifying later, so | would ask you to
ask that question.

But basically, we have a billion dollar a
year operating budget, which is what SEPTA does. You
need to | ook forward, you know, not just obviously in
the year that you are in, and understand what the
road | ooks like, and it is not pleasant, because they
not only depend on us but they depend on outside
forces, and what |'m tal king about particularly is,

one i s petroleum So you got a heavily based

petroleum you know, | don't know what SEPTA's price
tag is to buy diesel fuel, but I'll bet you it is
somewhere between $30 and $50 mllion a year. That

is my guess, but you can ask the real experts. Next
is, we don't know what the Federal gover nment
situation is going to be I|ike. It is really
frightening.

What the current Adm nistration's proposal
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is for 2009 in the Federal budget is to take, because
t hey project that the highway account within the

Hi ghway Trust Fund is going to go bankrupt this year,
t hey propose to steal some of the transit noney and
borrow it to plug the hole. So all of a sudden,
there is this incredible pressure that we built for
fiscal year 2010, and perhaps the SEPTA fol ks may
want to talk about that, because they may need

X amount of dollars to be able to make the guarantee
t hat they can continue the service.

But | would ask you to ask those questions
of them because they obviously are into the details
of their budget and can respond probably much nore
accurately than I

REPRESENTATI VE REI CHLEY: Wth regard to the
mass transit funding, if Act 44 or the plan to toll
|-80 is rejected by the Federal government, as |
understand it, the Turnpi ke Comm ssion already
f orwarded to PENNDOT about, you said, $300 mllion
for this year?

SECRETARY Bl EHLER: Yeah; they are on the
hook this year for a total of $750 mllion.

REPRESENTATI VE REI CHLEY: Does t hat get paid
back to themif Act 44 falls through?

SECRETARY BI EHLER: No. They have to use
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their own turnpike toll revenue to pay off those
bonds that they would have paid in the interim

peri od. I n other words, they would have been paying
them at a higher rate than they would |ike without

tolling 1-80, and if the bottomfalls out of that, if

you will, no, they are on the hook to pay for those
bonds anyway, and they will be, you know, as it
continues, it will go down to $450 milli on.

REPRESENTATI VE REI CHLEY: Okay.

SECRETARY Bl EHLER: But it is their
responsibility, and that was part of the terns of Act
44,

REPRESENTATI VE REI CHLEY: So there are a | ot
of fingers crossed over at the Turnpi ke Comm ssion,
guess.

SECRETARY Bl EHLER: That is true.

REPRESENTATI VE REI CHLEY: Okay.

Well, we would also, | think, appreciate if
you would consider, as we go forward on the mass
transit situation, |ooking at nore regional
partnership approaches toward that. | think | ast
year we talked to a professor from Penn who said that
really the way to solve, for instance, the
Phi | adel phia mass transit situation is to open up

more revenue streanms at the local |level fromthe
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Par ki ng Authority, fromthe Airport Authority, from
areas like that, to bring revenue in so that we do,
instead of having folks in the northeast, or frankly
t he northwest, objecting to tolling revenue going to
mass transit, having the folks who are intimtely
bei ng benefited from that system be the source of the
revenue. And that would apply to the Lehigh Vall ey,
t 0o. ' m not saying that the Lehigh Valley and
Pittsburgh and all those other regions shouldn't have
t hat same approach applied to them as well.

SECRETARY BI EHLER: There has been a | ot of
di scussion at the Del aware Vall ey Regi onal Pl anning
Comm ssion, but |ooking at other regional approaches,
that's a tinmely issue.

REPRESENTATI VE REI CHLEY: Thank you.

CHAI RMAN EVANS: M. Secretary, thank you.

As usual, it is a pleasure when you conme
before this commttee. | ' m speaki ng for the House
Appropriations Commttee, but | know the

Transportation Commttee, who is also here, we really
appreciate this opportunity and this discussion. I
think it is very helpful for us as we deal with the
budget and as we | ook toward the future.

Again, | would like to thank you sincerely

in all that you have done for all Pennsyl vani ans and
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your responsibility.

SECRETARY Bl EHLER: Thank you.

| will respond quickly to the questions we
said we would provide and details, and thank you very
much. | appreciate it.

CHAl RMAN EVANS: | would like to recess for
5 m nutes.

On the panel, we have the General Manager of
SEPTA, the CEO of the Allegheny system and
West nor el and system and the President of the
Transportati on Workers. | f they could move to the

t abl e, please.

(The hearing concluded at 10:55 a.m)
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| hereby certify that the proceedi ngs and
evi dence are contained fully and accurately in the
notes taken by me on the within proceedi ngs and that

this is a correct transcript of the sane.
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