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Good afternoon. My name is David Patti. | am the President & CEO of the Pennsylvania
Business Council (PBC) —~ a business organization that represents among its membership the
largest employers in the Commonwealth.

PBC envisions a Commonwealth in which residents enjoy a very high quality of life in
sustainable communities, where those who are seeking employment find high quality jobs with
good compensation, and where those who invest their capital and hard work can grow firms that
flourish and are profitable.

I want to thank Chairmen Joe Markosek and Rick Geist of the House Transportation Committee
for their longstanding commitment to tackling the difficult infrastructure problems that face
Pennsylvania; and I'd like to thank the Chairs of the two Policy Committees Mike Sturla and
Stan Saylor for bringing the emphasis and weight of their respective caucus leadership to this
important issue. [t is wonderful to see bipartisan commitment to this effort. Thank you all for the
invitation to appear here this afternoon to discuss public policy proposals that will have
significant ramifications for Pennsylvania’s competitive position relative to other states and
nations.

Infrastructure is not simply roads and bridges. Pennsylvania’s transit system, passenger and
freight rails, and sewer and water systems are all vital aspects of our state’s infrastructure. Our
power grid, gas transmission lines, and broadband cable connectivity are critical components of
Pennsylvania’s infrastructure. Our needs are not concentrated in a particular gecgraphic area;
they affect all Pennsylvanians across the entire state. All of Pennsylvania's infrastructure need
immediate attention, albeit the topic of today’s hearing is limited to transportation infrastructure.

Pennsylvania’s roads are probably the most visible component of Pennsylvania’s infrastructure.
Commuters traveling across Pennsylvania’'s 45,000 miles of state roads can see that our
Interstates and our secondary roads are in need of maintenance and expansion. It is imperative
that our roads are in good condition to provide drivers a safe commute to and from work. Well
maintained roads are necessary for the flow of goods: transporting raw materials in and getting
finished products out.

Well maintained roads must be accompanied by safe bridges. The condition of our state’s
bridges is shocking. Pennsylvania is plagued with more structurally deficient bridges than any
other state. More than 6,000 Pennsylvania bridges are in need of repair. Due to poor condition,
some structurally deficient bridges have weight restrictions, which force truck drivers to take
alternate, often much longer routes.
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One of Pennsyivania’s competitive advantages is its proximity to markets and customers, but
logistics are a major cost for manufacturing, wholesale, and retail operations. Delays, closed
lanes, weight restrictions, and detours are a cost to Pennsylvania’s business community. Poorly
maintained systems can increase maintenance expenses and decrease the useful life of
vehicles. Delays can increase fuel consumption and reduce driver and vehicle productivity -
more time sitting is less time moving product. And, poorly maintained systems pose safety
hazards that not only increase cost, but risk lives.

From a cost-benefit perspective, the use of public funds to build and maintain infrastructure —

even if that necessitates tax, fee or toll increases — can be less expensive than the cost of
poorly maintained systems.

Our mass transit system has the potential to take some of the pressure off of our roads and
bridges if it is well maintained. Although mass transit provides urban workers a reliable source
of transportation while helping to alleviate road congestion, no state funding is set aside solely
for transit. While it is appropriate to look to mass transit riders for a fee at the fare box, mass
transit is a public good. The commerce of our cities depends on bringing workers of all classes
to their place of employment. Pennsylvanians who work in service occupations on the third shift
-- workers we take for granted who staff hospitals overnight, who provide us with clean offices
and clean ready-to-go hotel meeting rooms — depend on mass transit when market forces alone
would not offer adequate service. For years, however, we have pitted the needs of our
highways and roads against the needs of our mass transit systems. It's time for Pennsylvania
to recognize the need for adequate transportation systems for the entire Commonwealth.

Unlike mass transit, state funding is set aside solely for Pennsylvania’s rail system. Our system
includes 69 freight railroads and is more extensive than any other state stretching 5,145 miles.
Through daily operation, our railroads themselves pay most of the $135 million spent each year
to maintain our system. Railroads eliminate the number of trucks needed to move products,
which alleviates road congestion, and reduces fuel consumption. By some estimates, one
cargo train can replace 280 trucks on our highways. To take full advantage of this private
investment, however, it is essential that Pennsylvania maintain safe grade crossings and invest
in intermodal facilities.

As the nation began to grapple with the global recession that began in 2007, many individuals
including Pennsylvania’s Governor Rendell called on the Federal government to create jobs and
stimulate economic recovery through investments in infrastructure. When the Federal stimulus
legislation was finally enacted, however, only seven (7) percent was devoted to infrastructure
improvements.

We cannot wait for the Federal government. These are costly issues, but waiting to take action
wilt only make matters worse. We understand that it is easy for the General Assembly to find
fault with any specific proposal. We believe that transparency and a full vetting of all ideas is
appropriate and important. Doing “nothing” is NOT an option. The key objective in coming
weeks and months is not finding fault, blame, or points on which to disagree. The key objective
is to find solutions with which we all can live.



Transportation Infrastructure Testimony
David W. Patti, Pennsylvania Business Council
Page 3

To that end, the Pennsylvania Business Council is prepared to support several steps to improve
the way in which we pay for infrastructure and some proposals to generate new revenues:

1. First, before looking for new funds, let’s take a look at how we spend existing
transportation infrastructure funds. Three-quarters of the State Police budget now comes
from the Motor License Fund that was created to pay for highway projects. PBC
acknowledges that we have dire General Fund issues, but this policy decision made
some years ago costs transportation infrastructure 13 percent of Motor License Fund
revenues -- more than $488 million/year. To reduce the strain an immediate switch
would impose on the General Fund, we should cap State Police funding provided from
the Motor License Fund and begin shifting the responsibility back toward the General
Fund over a period of a few years.

2. Prevailing wage laws force Pennsylvania taxpayers to pay inflated wages to builders and
laborers on public construction projects. The Pennsylvania Prevailing Wage Law applies
to all public works projects including roads, bridges, public sewers and waterlines and, in
a recent development, any project that received economic development assistance from
the state. In recent years, it has been decided that prevailing wage should apply to local
road resurfacing and maintenance programs that were previously exempt. The
estimated infiation of labor costs on public projects due to prevailing wage is five (5)
percent to 30 percent.

3. PBC supports the use of Public Private Partnerships (P3s) for the construction of new
highways and added capacity, using appropriate tolis to pay for construction and
maintenance of that specific infrastructure improvement. P3s leverage the private
sector’s access to global capital markets and capacity for risk-taking, while harnessing
the administrative systems of government. P3s have real promise as Pennsylvania
contemplates expanding infrastructure networks.

4. PBC recognizes that the gas tax is essentially a user fee on those who put the most
wear on the roads and therefore we support a modest increase. There are two
components to the “gas tax” which currently totals $0.312/gallon for Pennsylvanians.
The Liquid Fuels Tax component is $0.120/gallon. Additionally there is an Oil Franchise
Tax based on the wholesale price of fuel and currently pegged at 153.5 mills. However,
this rate is applied to a wholesale price “capped” at $1.25/gallon when the real wholesale
price today exceeds $2.00/gallon. This means the tax is capped at about $0.192/gallon.
(Fuel purchasers anywhere in the United States also pay a $0.184/gallon Federal tax.)

State gas taxes range from a high of $0.466/gallon (CA) to a low of $0.140/gallon (WY).
Pennsylvania's combined gas tax rate of $0.312 puts the state at about the median. The
Liquid Fuels Tax component has not been increased since 1983; $0.12 in 1983 dollars is
$0.26 in inflation adjusted 2010 dollars. The Oil Franchise Tax calculation was last
raised in 1997; coincidentally, $0.192 in 1997 dollars is $0.26 in inflation adjusted 2010
dollars. So, Pennsylvania’s $0.312 gas tax would be $0.52 if adjusted for inflation. In
this respect, one could argue that any gas tax increase below $0.20/gallon is less than
an inflationary increase.
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It is estimated that every $0.04/gallon increase of the combined gas tax would yield
about $250 million in new revenues. The Pennsylvania Legislature could enact a “back
door” tax increase by raising the cap on this tax or eliminating the cap altogether. This
move might be more politically palatable than a vote to increase a tax rate in an election
year.

Of course, as vehicles are designed to achieve better mileage or use other fuels, gas tax
revenues will decline. Moreover, alternative fuel vehicles still require road system
capacity and still cause wear to roads and bridges. Long-term the gas tax may be
neither equitable or sufficient. It is unclear whether the technology currently exists for a
vehicle miles tax and administration at a state level would be difficult, but experiments in
Europe suggest that a Federal vehicle miles tax with benefits to the states might be
possible in the near future.

A toll on drivers of a particular road is the most direct form of a user fee, and is therefore
the most equitable funding mechanism for that infrastructure improvement. There was
opposition to the Act 44 plan to toll Interstate 80 on an equity argument — the toll would
have been levied on one geographic region to benefit the entire state. | would note, that
users of the Pennsylvania Turnpike have absorbed a 33 percent increase in tolls in the
last 30 months ~ and those revenues are already funding statewide transportation
programs.

PBC believes it is worth exploring a proposal to seek Federal approvatl to toll ALL
Interstate highways as a statewide and equitable solution, provided that the toll revenues
are restricted to use for maintenance and capacity building on those roads and their
associated bridges and ramps. It is our understanding that such a plan would be viable
without Federal government pre-emption because the funds would be used to maintain
the roads tolled. Such a plan to fund Interstate maintenance and capacity building,
would free gas tax revenues for use on the secondary roads and mass transit -
effectively increasing that funding. We would have to study, of course, the potential for
tolls to push traffic onto secondary roads and exacerbate problems there. We believe,
however, that the concept merits consideration.

Currently, Pennsylvania charges $36/year to register a private automobile. Commercial
vehicles, RVs, and other vehicles have other registration fee rates. Increasing the car
registration fee by just $1.00/year would generate $8 million, according to estimates
cited by Governor Rendell; and he reports that increasing all vehicle registration fees
consistent with inflation would generate $327 million annually. Car registration fees
range from a low of $8 (AZ) to a high of $70 (CT) — under certain circumstances $428 in
lowa! Using the Governor's figures, Pennsylvania could raise $80 million through a
$10/year registration fee increase and remain within the norm. PBC believes that raising
the vehicle registration fees for commercial vehicles constitutes an unfair burden on
business and would make Pennsylvania — which as the “Keystone State” is so
dependent on logistics operations — less competitive. Therefore, PBC opposes
increasing registration fees for commercial vehicles, but would support an increase on
private and recreational vehicles, provided it is used for transportation infrastructure
maintenance and capital expenses — not PennDOT administrative expenses.
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8. Similarly, many states have sought to increase funding for transportation related
programs by increasing drivers’ license fees. A standard, initial Pennsylvania driver's
license costs $33 and renewals are $28. The Governor estimates that a $1.00 increase
would yield $2.4 million. That’s not a significant amount of money in terms of
infrastructure needs. PBC would support a modest increase in the driver’s license
annual fee with the same caveat that the revenue from the license increase be used for
transportation infrastructure maintenance and capital expenses — not PennDOT
administrative expenses.

9. PBC opposes the use of debt for maintenance. PBC believes debt is an appropriate
financing mechanism for building capital projects, but believes maintenance is an
ongoing operation that should be paid for from current operating funds.

10. PBC does not support privatization of an existing Pennsylvania toll road at this time, but
might reconsider when circumstances change. PBC does not reject out-of-hand the
concept of privatizing the Pennsylvania Turnpike or another road. However, PBC
believes the “deal” proposed several years ago was poorly constructed — the numbers
wouldn’t work. Moreover, current global economics and world capital markets make it
highly unlikely such a deal could be done at this time.

Good infrastructure is necessary to maintain the high quality of life Pennsylvanians deserve.
Sound infrastructure is important for economic success and is essential to our competitive
growth. Finding a common solution is going to be difficult, but infrastructure needs to be a top
priority for our state government. The Pennsylvania Business Council is ready to join our
elected policymakers as partners in the search for solutions. These efforts are critical to
creating a more competitive Pennsylvania; a more prosperous Pennsylvania; a better
Pennsylvania for all of us.

Thank you for your time.
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Honorable Joseph F. Markosek Honorable Rick Geist
Chairman, House Transportation Republican Chairman, House Transportation
Committee Committee
Room 314, Irvis Office Building Room 144, Main Capitol Building
Harrisburg, PA 17120-2025 Harrisburg, PA 17120-2079

Dear Chairmen Markosek and Geist:

Recently, 1 was contacted by Raymond Martin, a retired Driver’s License Examiner,
regarding a proposal to help fund the deficit in the Commonwealth’s Department of
Transportation Budget.

Mr. Martin’s proposal would not involve a tax increase, but would institute a fee of
$25.00 for a photo identification card for individuals whose driver’s licenses are suspended or
revoked by the Pennsylvania Department of Transportation or any other state. Of course, it is
realized that not all of these individuals will opt to purchase a photo-id, especially those with
short suspension times. However, many will find it necessary to purchase photo-id cards in
order to provide official identification to perform every day, routine functions or transactions
during their suspension.

I believe that Mr. Martin’s proposal is a viable idea to raise revenues to fund the shortfall
in the Transportation Budget and I will be drafting legislation to that affect. Additionally, I
have invited Mr. Martin to attend and testify at the House Transportation Committee & House
Republican Policy Committee Public Hearing
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on the State’s Funding Crisis being held on Thursday, June 10" at Marywood University,
Nazereth Hall, The Latour Room, 2300 Adams Avenue, Scranton, PA.

Thank you for your efforts in providing the citizens of our Commonwealth with the
opportunity to offer their ideas on how to resolve our transportation funding shortages.

Sincerely,

@EN BOBACK, Ph.D

State Representative

KB:brz
cc: Honorable Stan Saylor, Chairman
Republican Policy Committee
Raymond Martin



SUBJECT: Changa of fee for persons who’s driving privilege are
undar suspension or revocation in this state or any othex
state. Chapter 15, licensing of drivers, subchapter A.
Gaenaral Provisions, Paragraph (b) Insert (fee for any person
who’s driving privilege is under suspension or revocation in
this state or any other state shall be $38.00 for issue,
renewal, or replacement forxr an ID card.)

{b) Identification caxrd.-~The department shall, upon payment
of the required fee, issue an identification card to any
person ten years of age or older who has made application
there for in such manner as the department shall prescribe or
whose driver's license has been surrendered to the department
because of a suspension or revocationm o eratin
_privilege under this or any other tit;gfrﬁggg%3§-35§'person
who’s driving privilege is under suspension or revocation i
this state or any other state shall be $38.00 for issue,
renewal, or replacement for an ID card. am participants
in-the-AddresT Configential Tam under 23 Pa.C.S. Ch. 67
Ay use a substitute address designated by the Office of
Victim Advocate as their address. Except as provided in
subsection (j), the identification card shall have
substantially the same content as a driver's license but shall
clearly indicate that it is not a driver's license. Upon
failure of any person to pass any examination required under
section 1514 (relating to expiration and renewal of drivers’
licenses), the department shall, where appropriate, issue a
complimentary identification card as an expression of
gratitude for years of safe driving. The card shall only be
issued upon receipt of the perxrson's driver's license




cense center. $ driver examiners al the Wilkes -Barre Driver License Center. Each examiner average 10
suspeaded drivers per day = %0 suspended per day, that's 250 per week suspended, = that’s 130,00 per
vear. Al a fee of $12.00 would = $156.00  If the fee is change to $38.00 that would =$494.000 per year.
That would be a diffcrent of $338.00 more per year with out raising taxes, And (his is only one driver
license center.



