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Innovative financing is our umbrella term to cover a wide range of financial strategies.
It stems from provisions in ISTEA that allow us to experiment with different ways of financing
capital projects. That's critical to success, because our current system of paying for projects
only through grant reimbursements is outdated.

A process that worked adequately a generation ago when the federal government had
enough money for infrastructure is simply too rigid and inflexible for the cash-short 1990s. In
addition to adding red tape that slows projects and increases costs, our current grant system
makes it incredibly difficult for states and localities to involve private investors.

The innovative financing program allows us to waive those existing restrictions or
requirements in many cases, and give local decision-makers greater flexibility and authority,
principles that we in fact expect to bring to all of our funding programs.

We've already had tangible successes. To date, we've approved more than 60 projects
using innovative financing. If they're all built, their construction value could reach $5 billion.

While the bulk of these projects involve partnerships with the FHWA, the FTA and
FRA are also represented in these early successes.

In Chicago, the FTA recently helped that city's transit authority save between $35 and
$40 million through what's called a Pickle Lease. That lets the Chicago Transit Authority sell
800 new and rebuilt railcars to private investors, and then lease them back -- allowing the CTA
to realize a benefit of between $35 and $40 million over the life of this arrangement.

The FRA worked with the State of Ohio, Norfolk Southern, and CSX to add a third
track in Cincinnati, greatly reducing rail congestion and air pollution both on the rails and on
nearby highways. Norfolk Southern will provide the upfront money for this project, including
the federal share, and be reimbursed over time through the state.

The FRA also has helped to create a $35 million intermodal facility in Stark County,
Ohio, that will serve as an interchange between rail and highway -- increasing freight capacity
and reducing truck traffic through air quality nonattainment areas. Truck off-loading fees will
serve as the functional equivalent of tolls, qualifying the project for loans under ISTEA. The
loans will be paid off through a special fee assessed on trucks using the facility, enabling the
state to establish a revolving fund for future transportation projects.

These projects characterize our early efforts, which focus on two major approaches to
financing projects. First, building more with fewer dollars using leveraging tools. These tools
make more funds available to transportation agencies. That means strategies such as flexible
matches, which let the private sector provide the match for federal grants in lieu of the state.

(More)
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would be created and operated by the states using federal seed money, and would focus
expressly on leveraging private and other public capital dollars.

We included SIBs in the DOT fiscal 1996 budget that we submitted to Congress last
February, and a similar proposal was included in the Senate's transportation appropriations bill
-- and we hope that it will be revived in the final NHS agreement.

The Senate version gives states the option of applying up to 10 percent of their regular
allocation of funds to SIBs. It also leans to making this a limited, 10-state pilot program, and
to providing some incentive funding to participants. We hope that we can work with Congress
in the next few weeks to develop a SIB model that meets the needs of the states.

Something else we're exploring is the application of credit reform to project
guarantees. The Credit Reform Act of 1990 standardized the rules for how the federal
government counts guarantees of project loans against the budget.

In the past, some federal agencies, such as Energy, charged the budget with the entire
loan exposure. Others, such as the Department of Housing and Urban Development, assumed
no exposure. Neither approach was realistic: one estimated too much, and unnecessarily
reduced the funds available to make loans. The other charged too little, or nothing, and risked
being unable to cover losses.

Now, the basis to be used is the actual risk associated with default, as calculated using
standard actuarial principles. We want to bring this concept to supporting privately-developed
transportation infrastructure.

Special legislation has allowed us to do one project in this manner, supporting a public-
private toll road in California. There was concern among prospective lenders that use of the
road wouldn't generate enough revenue to pay off the debt service during the first years. In
order to provide the necessary security, we made available to the developers a $120 million
line of credit, counted against our budget as $8 million. This line of credit supported the
developers in borrowing $1.3 billion in construction loans. In short, our $8 million secured
$1.3 billion.

That's the type of impact we can have by cooperating with the private sector. I can see
this same principle being applied to providing additional rail capacity that allows new or
expanded passenger operations over freight rights-of-way.

Although we're still exploring the viability of credit reform as a transportation project
funding strategy, we may have a proposal ready as early as next year.

(More)
































https://Introducti.on

























Services Related to Intermodal Freight including Commercial Vehicle
Operations

Improvements in safety, efficiency for both states and carriers, and the competitiveness of
America's intermodal and international freight transportation system can be achieved by
applying ITS technologies and services. This will result in more productive asset and
cargo management by freight and passenger carriers, and more efficient exercise of public
‘responsibilities for safety, environmental and economic regulation and fee collection.
These technologies and services include:

- Improving highway safety by targeting unsafe carriers, vehicles and drivers through
automated roadside safety inspections and on-board safety monitoring and by providing
information on hazardous material cargo and countermeasures to emergency responders;

- Enhancing commercial vehicle productivity by automating the processes of acquiring
credentials, reducing paperwork, minimizing the burden of necessary regulatory checks,
and preclearing safe and legal national and international border movements;

- Using fleet management systems with real-time communications for vehicle location,
dispatching, and tracking among commercial vehicle drivers, dispatchers, and
intermodal transportation providers, thereby reducing delays and furnishing commercial
drivers and dispatchers with real-time routing information; and

- Improving state administrative processes through institutional changes and
development of a commercial vehicle information systems network (CVISN) that enables
the exchange of timely information on commercial carriers, vehicles and drivers.

In-vehicle and Personal Information Products in the Consumer and Commercial
Marketplace

Wide-spread deployment of ITS services will be accompanied by a variety of new products
and services that will mean improved safety, personal security, and increased travel
efficiency and convenience. Manufacture and marketing of these new products and
devices will mean larger American markets and more jobs. In-vehicle and personal
information products, many linked with other ITS services, will include:

- Navigation and route guidance systems that suggest the optimal route to a destination
while accounting for current roadway conditions;

- Devices that communicate traveler information services, such as electronic yellow pages,
intermodal connections and tourist information;

- Electronic toll and fee payment and clearance devices to eliminate delays;
- “Mayday” systems to quickly summon breakdown and emergency services;
- Adaptive cruise control to reduce driver stress;

- Collision warning systems which inform the driver that action is hecessary to avoid a
collision;

- Fleet and container identification, location and management systems to improve
productivity, service quality, and security.
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That report also projected that an additional $23 billion could be invested in projects
whose benefits -- such as savings from congestion reduction -- would outweigh their costs.

Given those levels of need, we see the impact of this investment shortfall every day.

We see a shortage of capacity -- in all modes -- that causes congestion resulting in what
amounts to a $40 billion-plus annual tax on the American traveling public

We see poof connections between modes and bottlenecks that prevent us from realizing
the full benefits of those transportation changes -- such as "just-in-time" delivery and double-
stack railcars -- that are sweeping business and ought to be providing us with a national
competitive advantage.

We see changing patterns of commuting and goods movement that our existing system
wasn't designed to handle.

And we see aging, crumbling infrastructure that causes disruption and delays.

Now some of these needs are being met through sound investment policy and by
making better use of the flexibility offered by ISTEA and related programs.

For example, we can reduce pressure on airports by promoting intercity rail, and we
can reduce the need for highway expansion if we encourage ridesharing and transit use.

And we can make our transportation system operate more efficiently through better
management and new technologies such as Intelligent Transportation Systems -- much of
which focuses not on exotic systems but on the nuts-and-bolts of transportation management.

These systems are providing such basics as better information for motorists and transit
riders, better traffic control, and improved emergency response -- and there's no limit to what
they can provide in the way of safety and capacity improvement in the future.

But there's no getting around the fact that -- as things now stand -- this country needs
far more investment in its transportation infrastructure than will be provided by the traditional
forms of public sector participation.

We all know about constraints at the federal level. President Clinton has already cut
the deficit nearly in half, and is working with the Congress on the best way to get us to a
balanced budget. That's something we all agree on, but it is going to limit future federal
funding in most programs.

(More)
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To further leverage that investment, the private investment will also count towards the
state's match for other transportation investments. It's an excellent example of how innovative
financing can help everyone win.

All of these projects make it clear to us that we're on the right track, so the question is
not whether to continue innovative financing, but how to continue it -- and where to go next.

Much of our authority under ISTEA is for experimentation, with projects being
approved under temporary authority.

As I said earlier, the National Highway System bill signed yesterday by President
Clinton makes many of these innovative financing tools a part of our permanent arsenal.

Infrastructure banks are one of these, of course -- like innovative financing itself, an
umbrella concept to attract more capital into transportation investment.

Given all that you've heard this morning -- and will hear this afternoon -- I donTt need
to say much more about the details of these banks.

I do want to say that they'll be a vital tool for state and local governments. We at
DOT strongly support their creation, and I want to assure you that -- as you develop them --
you'll have the full support of the Secretary and the entire department.

We can do 10 pilots under the NHS bill, and I'd like to see all 10 up and running soon.

Of course, the infrastructure bank isn't the only ingenious strategy that will be made
available through the NHS legislation.

Advance construction funding, which is playing a role in such projects as the Norfolk
Southern rail expansion in Cincinnati, lets states start building based upon anticipated federal
apportionments.

Bond financing will be more feasible, since federal funds can now be used to reimburse
states not only for bond retirement costs but also for bond principal and for interest, issuance,
and insurance costs.

States can loan federal funds to both toll roads and non-toll projects that have dedicated
revenue streams -- with the flexibility to offer below-market interest rates to increase the
feasibility of projects that make sense from a public standpoint but may be on the margin
financially.

(More)
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