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NEWS SUMMARY

General calls for new thinking in forum keynote

By Skip Schneider


General Barry McCaffrey gave 1,200 persons attending the Texas Transportation Forum a word of warning – “our infrastructure is coming apart at the seams” – and a call for new thinking to reduce congestion and rebuild our transportation system.


The retired Army general, a featured speaker at the second annual forum, now has his own consulting firm and is board chairman of a newly formed HNTB Corporation subordinate company, HNTB Federal Services.


Texas is the center of the universe, McCaffery said, “if you believe that the NAFTA economy is our future, if you believe that the free movement of goods and services and ideas and people across borders is positive for the U. S., if you (understand) that our number one trading partner is Canada with Mexico second, then our north-south transportation system is central.”  


“If you believe that the future of our children and grandchildren is based on the free movement of goods, then Mexico…is a huge part of our future.” 


Our future goals, “Texas’ future, can’t happen unless we are working in tandem with Mexico.”


To rebuild our own infrastructure, he said, “we need good political leadership that has the courage to say that if (we) don’t tax ourselves to pay for it in this generation, then we better have other tools to use” where we can do things such as public-private partnerships or toll authorities, not just on roads.


“Thank God,” he said, “Texas has the strategic concepts to pull it together.”


“Congestion, if left unchecked, will bring us to a grinding halt within 20 years,” McCaffery added.


The four-star general, who serves as a national security and terrorism analyst for NBC News, pointed to the costs of the Iraq war:  $12 billion a month, “never mind the thousands killed and wounded each month.”  


“We’re in a mess,” he added.


The solution, he said, is political and economic, not military.


“Taking down the Saddam regime was the right thing,” he pointed out.


But he is worried about our armed forces, going forward.


If our troops are pulled out of NATO, or South Korea, or Japan, and stationed in the U. S. at posts like Fort Hood or Fort Bliss in Texas, or Fort Riley in Kansas, we need to build the barracks and housing, water reservoirs and firing ranges.  


“How do we launch an expeditionary force out of Fort Bliss…to get to the Pacific Rim?” he asked.


The strategy needs identified resources, he said.  “Otherwise, it is just a hope of accomplishing its purpose.”
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Gov. Rick Perry:  ‘We can get there from here…together’


The legislative moratorium on new toll projects notwithstanding, tens of billions of dollars in planned highway construction is moving forward, Gov. Rick Perry told the Texas Transportation Forum.


The Legislature “admitted we are on the right track with our transportation policies,” the governor added. It affirmed “what we have said all along – that local communities need the tools to get local projects built.”


“I stand firm on my commitment to local control,” he asserted.  “We want to clear the way for local governments so they can provide innovative solutions.”


Private companies are competing to build our projects.  “Projects that a few years ago local toll authorities would not build now are attracting high or very high interest,” he said.


Other states are watching how Texas is using public-private partnerships to finance transportation. “Now they are leaping into the game,” Perry said.


“We want to do what’s best for Texas,” he said. “I believe we should press on to work with the private sector.”


We are blessed with a rapidly increasing population and increasing intercontinental trade.  But, he added, “We are burdened with aging roads” and “handcuffed by the traditional means of financing.”


Roads are the circulatory system of our state’s health, which is “contingent on the free, unobstructed flow of commuters, freight and tourists.” 


“Our antiquated system of funding was the equivalent of using leeches to bleed off patients back in the 17th century,” he said.


“If we don’t have innovative financing tools, the roads are not going to be built,” he added.


He quoted Transportation Commission Chairman Ric Williamson’s words:  You have three choices – toll roads, slow roads or no roads.


“Few legislators would even think of raising the gas tax,” the governor observed. Raising the gas tax had real problems, he said, noting that fuel efficiency is going up, one fourth of the revenue is diverted to other programs, and it discriminates, burdening those in rural areas.


Thanking the transportation industry gathered before him, Gov. Perry said, “We are building a better Texas, one mile at a time.”


Rejecting the old cliché that “you can’t get there from here, boy,” the governor concluded by telling his audience of transportation advocates, “We can get there from here and we’re going to do it together.”
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Local leaders taking responsibility to build – and finance – local transportation 


Texas is empowering local and regional leaders to solve local and regional transportation problems, Transportation Commissioner Hope Andrade told a “Lessons from the Front Lines” panel. And five local leaders, each with unique problems and different constituencies, related their experiences in recent years and offered suggestions for the future.


Mike Heiligenstein, executive director of the Central Texas Regional Mobility Authority (CTRMA), identified three key issues his RMA faced:  transparency, public accountability and engaging affected stakeholders.


“It’s not just about concrete and steel,” he said, “it’s about quality of life.”  


In the new age of transparency, when citizens more closely scrutinize public decisions, it’s important to “get out in front” in discussing project ideas and explaining proposals, he added.


David Allex, chair of the Cameron County Regional Mobility, said his RMA considers growth not only in Texas, but Mexico as well.  


“We have to treat the Rio Grande as a street with water in it,” he suggested.


Allex believes in following the three C’s –- coordinate, cooperate, communicate.


“I’d rather tell everybody where we stand now, rather than six months from now.”


Michael Reeves is president of the Ports-to-Plains Trade Corridor Coalition, which serves west Texas from the Panhandle to the Mexican border.   His coalition seeks to upgrade its highways, emphasizing more efficient freight movement and economic opportunity.  He believes the corridor can be portrayed as an alternative of I-35, taking advantage of foreign trade with Mexico, and even with China via western Mexico ports.


Dr. William Thornton, chair of the Alamo Regional Mobility Authority, said, “we need our own revenue source,” available through toll projects.  “We can’t look to the Legislature,” he said.  “The last session wasn’t a train wreck, but it was not a pretty picture.”


“We need creative ways to bring money into the picture,” and “we’re ready to move.”


Public opinion is more of a factor in planning projects, he noted.


Michael Morris, transportation director for the North Central Texas Council of Governments, said his group is pushing toll roads as a revenue source, creating what he called a “public-sector credit union bank,” which includes TxDOT, to help finance projects.


Morris said his organization uses two equity concepts, which are unusual if not unique:


1) Revenues collected from toll road users help finance non-toll projects.


2) When the managed toll lanes in the middle of I-30 between Dallas and Fort Worth are completed, users will be guaranteed a level of service.  The managed lanes will be dynamically priced to make certain desired speeds are maintained.  And if the level of service drops during certain time periods, users – electronically monitored – will get rebates associated with the tolls paid.


The rebates will be the first in the U. S., Morris said.


“As congestion increases on the gas-tax lanes, costs on the managed lanes will go up.  So, if you’re not in a hurry, use the gas-tax lanes.  But if you have to catch a plane or catch a meeting or get the kids to daycare, you can use the managed lanes.”


Morris stressed the need to improve freight movement, to recommit to public transit, and to rebuild the transportation infrastructure.  “We can’t put our heads in the sand,” he emphasized.
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Transportation time will be critical to the future, says commuting guru


Making things get worse slower – what he thinks is the current national transportation goal -- is not acceptable for Alan Pisarski, who has collected transportation statistics for more than 40 years.


Author of a nationally renowned Commuting in America research series, Pisarski shared his findings and vision with the Texas Transportation Forum.


While Texas will get 15% of the nation’s population growth in the next 30 years, Pisarski said Texas is “immensely well positioned to compete in this great new world.”


Our greatest challenges will be education, transportation and communication.


Time, he said, will be a dominant factor in the future.  While there are 10 million drivers with a commute of 60 minutes or more, Texas is better than comparable areas.  Half of the nation’s workers – 23% in Texas – are leaving their home counties to work.


Time also will be critical for transporting goods and serving customers.


As the nation replaces its baby boomers, it will be essential, he said, to find ways to keep 65- to 74-year-olds in the work force of the future.


His vision for 2030 is to create systems that serve society where the average value of time is $50 an hour and the average value of freight is three times today’s value.
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Bill Hammond:  ‘When capital comes to the state, we all win.’


The last Legislature overreacted, backing away from the Trans-Texas Corridor and other toll-financing policies, the president and CEO of Texas Association of Business told a breakout session assessing the cost of congestion.


Bill Hammond said a “very vocal, small number…raised hell.”


The governor had to veto the Legislature’s first transportation bill, Hammond said.  Ultimately, the Legislature passed SB 792, a compromise that placed a two-year moratorium on new toll projects and allowed some projects to continue.


The message to potential private investors was “Don’t come to Texas,” Hammond asserted.


The consequences, he said, are restrictions on projects, increased costs of capital, uncertainty, and increased risk for investors.


“We want capital to come to Texas,” he said.  “When capital comes to the state, we all win.”


Hammond said less and less money was being generated by traditional financing sources.  “The need was not being met,” he added.


The Legislature was averse to raising the gas tax, which remained the same for 16 years.


“You were out shouted at the Legislature,” Hammond told transportation advocates in the audience.  “You need to do a better job at the Capitol. You need a louder voice in the public arena.”


“We should be at the border,” he said, “greeting (potential investors) with open arms.  Keep the capital flowing and the traffic flowing.”



The costs of congestion are based on “what it costs if we don’t fix it,” said TxDOT San Antonio District Engineer David Casteel, as he introduced the topic.


The costs, said Jan Brown, new Texas Division administrator of the Federal Highway Administration, are reduced economic benefits, diminished productivity, decreased fuel efficiency, decreased air quality and lost previous time.  It adds up to $200 billion each year.


There is “surging public discontent” with congestion and pork barrel spending, Brown noted.


FHA is creating urban partnerships in an effort to reduced urban congestion. That includes public/private agreements that provide broad congestion pricing.  Dallas is one of nine finalist cities vying for grants.  One to five winners will be announced Aug. 8.


Another FHA initiative aims to reduce bottleneck impacts.  Every state is asked to work on the effort and to share its experience with others.


Kathleen Hartnett White, chair of the Texas Commission on Environmental Quality, said the state has focused in the past on industrial point pollution sources.  Now there are more mobile sources – such as motor vehicles – than industrial sources.


A portion of vehicle title fees now go to the Texas Emission Reduction Program (TERP), which provides grants to contractors to buy cleaner off-road construction equipment.


“The economy has been so good, people are buying more vehicles, and the fees are generating $170-200 million per year,” she noted.


She added that it might be time to step back and decide how the money could be more effectively used.


“If we can meet the (ever stricter) 80-hour ozone standards, it will be through mobile sources,” she concluded.
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Ric Williamson:   ‘Never give up…we will ultimately succeed.’


Before the last tumultuous legislative session, said Ric Williamson, chair of the Texas Transportation Commission, we were “on our way to solving our (transportation) problems.”


Recognizing the toll-road slowdown decreed by the Legislature, he told transportation advocates, “We don’t always get our way…so be gracious.”


“Never give up…we will ultimately succeed.”


Illustrating the growing need for transportation revenue and facilities, Williamson reminded his audience that 1,000 new citizens arrive in Texas each day.
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David Laney comes home to Texas, promoting Amtrak


Ridership on Amtrak trains is at its highest level and rising, the chairman of the Amtrak Board told the forum.  And David Laney, a former chair of the Texas Transportation Commission, said other populous states are increasing funds for passenger rail expansion.


He said there is an increasing role for rail service in the San Antonio-Austin-Dallas-Houston triangle.


Overall transportation funding increasingly lags behind the needs, Laney pointed out.   Therefore, the service decline is real and strong, he added, and the trend will never be reversed.


The challenge, he said, is how to manage that decline to the greatest advantage for Texas.

-0-

First in Texas:  One company takes construction from financing to maintenance 


Diego Marin told transportation advocates that the design-build-concession model under which his company is building the last two southernmost segments of SH 130 between Georgetown and Seguin “provides a pure public-private partnership.”


“We still believe that (the concession model for major construction contracts) is the best, most efficient and effective method,” said Marin, CEO for the SH 130 Concession Co. LLC, a subsidiary of the Cintra-Zachry consortium.


Under the concession model, his company is responsible for financing, right of way, design, construction and maintenance of the highway for 50 years. It is a Texas first.


The private sector takes most of the risk, Marin pointed out.  “It’s a win-win solution” for both public and private sectors.


Toll collection on the segments, planned to start in 2009 and open in 2012, will be totally electronic.


The developer is raising $1.3 billion to finance 40 miles of highway.  It is estimated that the company will send TxDOT $1.74 billion over 50 years.


The bottom line, said Marin, is early, faster development, financing without public equity, and the handover of the highway to TxDOT after 50 years.


Amadeo Saenz, assistant executive director of TxDOT Engineering Operations, said construction of the four northern segments of SH 130 was TxDOT’s first project to use the design-build model.


Lone Star Infrastructure took the project from design to environmental clearance to construction.  Two northernmost segments have opened to traffic, another is substantially completed and the last should be completed by the end of 2007.


Doug Fuller, Fluor’s construction vice president and Lone Star’s SH 130 project director, said the design-build contract transfers significant risk to the contractor.


The owner, TxDOT, benefits because the contractor can solicit and review multiple design approaches.


Portions of the construction can take place while design is underway.  Design can be performed on site, with designers and construction people in the same facility.  That is very beneficial to resolving problems quickly, said Fuller.


Design criteria must be resolved early, he said, and “open communications (in the design phase) is a must.”


Doug Pitcock Jr., president and chairman of Williams Brothers Construction Co., shared his experience with the traditional design-bid-build model on the $1.45 billion reconstruction of I-10 at Houston, one of the largest projects in Texas history.  It also was the first in the U. S. to construct toll lanes in the middle of an existing Interstate freeway.


The project covered 25 miles of I-10 from I-610 west to Katy.


“Nothing like it has ever been done,” said Pitcock.


The project converted 11 existing lanes to 18, with two managed toll lanes in the center.  It was divided into nine contracts. Started in 2001, with construction underway by 2003, TxDOT hopes to complete the project by next July, rather than 2009, as originally planned.


Parsons Brinckerhoff Quade & Douglas won the general engineering contract.


Fast-track implementation was a key, said Pitcock.  Some projects were being designed while others were built.  Main lanes were being built while right of way was being bought.


“Really unique,” he said, were $61 million in incentives and penalties – about 5% of construction costs.


“To do this in five years, you have to go to 24/7 operations, which is fairly rare.”


Because helter-skelter nighttime operations can be less productive, Pitcock added, the incentives “allow you to be reimbursed for extra costs.”


On each of the last three contracts, Pitcock said TxDOT’s district engineer had the “ingenious idea” to add $2.5 million in incentives.  “If you miss by one day, you miss out on $2.5 million. Our mantra became ‘tomorrow is worth $2.5 million’.”


Pitcock gave kudos to TxDOT for the construction and traffic control sequence.  “Traffic control during utility relocation was awesome…It takes both the contractor and the state…It is a big deal that I can’t overestimate.”


When portions of the project had to be restricted, media reported, “Traffic flows better during construction than it did before construction.”
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Trans-Texas Corridor:  Transportation of the future, with new ways to pay for it


A “tsunami of freight” is coming to Texas and Texas cannot afford not to plan for it.


That was the advice from Polk County Judge John Thompson, chair of the Alliance for I-69, the group which has advocated upgrading Highway 59 to a new interstate highway in east Texas and now TTC-69, an arm of the Trans-Texas Corridor.


Imports and exports will double in 10 years, he said.


“No economic development takes place without transportation,” the judge asserted.


Ed Pensock, corridor systems director for the Texas Turnpike Authority, discussed risk management as the cornerstone of the TCC program.  While new legislation calls for market valuations of proposed projects, he said, “we’ve always done it” as part of TxDOT’s evaluation of future projects.


“I think it can pay off itself and some other projects along the way,” he added.


“We do a lot of worrying about risk,” he said.


In doing risk pricing on the TCC, he said that profit for the private sector is a form of cost.  He added that “there’s not a lot of profit” when it’s spread over 20, 30 or 40 years.


Geoff Yarema, a partner in the Nossaman Guthner Knox and Elliott LLP, said that public-private partnerships are advantageous because private investors are willing to take more risks, including the risk that toll revenues underperform their expectations.


“There’s no floor on how much they can lose,” he pointed out.


Partnerships offer more upfront capital formation than revenue bonds, he said.


They also capture private-sector innovation earlier, accelerate project delivery and encourage lifecycle cost efficiencies and quality performance.  


Yarema explained four types of comprehensive development agreements – the design-build-maintain model used on SH 130 Segments 1 to 4, the US 183-A toll road between Austin and Leander, and the DFW Connector at Dallas; the toll concession model used on SH 130 Segments 5 and 6 and the SH 121 project near Dallas; the availability payment contract used on the Port of Miami Tunnel; and the pre-development agreements being used on TTC-35.


The design-build-maintain model is suitable when the project is close to environmental clearance, when it is sufficiently designed to permit the developer to guarantee the price and completion date, and when design is not 100% completed so that it permits innovation.


Toll concession works when the public owner wants to raise more capital for future projects, to transfer risk of revenue underperformance, and to seek more certainty that the highway will be maintained properly.


The developer assumes enhanced lifecycle performance risks and pays excess toll revenues to the public owner, Yarema explained.


Under the availability payment contract, the public owner pays the private partner based on project availability and performance.  The private party assumes concession-type risks.


Unlike the other contracts, the public owner retains all revenues and risks.


Under the pre-development contract, the project is not yet completely defined, the public owner seeks private-sector innovation, and both public and private partners co-invest in the expenses.
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