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RAIL Solution is a citizens group promoting railroads as the safest, cleanest, most efficient, and least costly carriers of freight and people.  Our mission is to introduce the communities of southwest Virginia and the Shenandoah Valley and state decision-makers to the speed and advantages that 21st Century rail will bring to the I-81 region.   

RAIL Solution has evaluated the I-81 81 Public Private Transportation Act (PPTA) improvement project detailed proposal by Fluor Virginia, Inc. and Star Solution as revised on 22 September 2003, as well as the “Supplemental Information” provided by both proponents on 7 November 2003.  (An earlier analysis entitled A Critical Look at the Transportation Future of Southwest Virginia and the Shenandoah Valley is attached).  
RAIL Solution urges the I-81 PPTA Advisory Panel to call on Secretary of Transportation Whittington W. Clement and Transportation Commissioner Phillip Shucet to reject tolls and dedicated truck lanes on I-81 and to insist that the Department of Transportation (VDOT) develop a balanced approach to resolving safety and capacity problems.  

As Ms. Helen Dragas said at the panel’s November meeting, the Advisory Panel should consider postponing a decision on its recommendation until the Tier I Environmental Impact Statement (EIS) has produced alternatives (projected in August 2004).  

“It would just be wise to wait. … There are so many ifs,” as Dragas said.  

Alternatively, the Advisory Panel could recommend that the Star and Fluor proposals be tabled until the EIS matures.  Following a balance assessments of all our alternatives, VDOT can issue a new request for proposals that are truly intermodal and respect Virginia’s natural and cultural resources.  

Certainly the Secretary, the Transportation Commissioner, and Governor Mark R. Warner will follow your lead.  Otherwise they would not have asked for your advice.  
As the PPTA Advisory Panel has reviewed the Star and Fluor proposals over the last several months, we have heard repeatedly from the public servants responsible for overseeing Virginia’s transportation system that the proposals are risky, not well thought out, and not in the best interests of the citizens of the Commonwealth.  

1. Financing

Ms. Barbara Reese, VDOT Chief Financial Officer told, the Advisory Panel that:

A. Construction Costs

Fluor ($5.9 billion) and Star ($7.1 billion) project total construction costs, not including financing expenses, that are four to five times VDOT’s annual construction budget for Fiscal Year (FY) 2002 ($1.5 billion).  

B. Debt

Fluor ($6.4 billion) and Star ($7.2 billion) would borrow four to five times VDOT’s total current outstanding debt ($2.1 billion).  

C. Annual Debt Service

The annual debt / loan service under Star in the 2040 decade will exceed $1 billion, five times VDOT’s total current annual debt payment ($220 million).  

D. A Blended Component Unit of State Debt

The project debt would be a blended component unit of state debt.  Bond rating agencies, who determine the cost Virginia will pay to borrow money in the future, will look at the credit health of the project when determining the financial health of the state.  

E. Inadequate Revenue to Debt Ratios

Toll revenue from the project is not adequate to ensure investor grade bonds ratings for the project.  “If there is a hick-up in the traffic or if there is a hick-up in the toll revenue, that would cause very grave concern among the bond rating agencies,” Ms. Reese said.  “If there was a rail improvement or any other improvement that diverted traffic off I-81, all of the financial assumptions would change.”  

F. Non-compete Covenant

To “protect the project’s ability to generate toll revenues,” STAR is seeking a “non-compete covenant” that would include rail improvements.  According to Ms. Reese, “The proposal would require VDOT, and other state agencies, to potentially preclude future development of the high speed rail or additional lanes in the I-95 corridor, the Route 29 corridor, I-73, the Coalfields Expressway, and other projects that would have the potential to carry some truck traffic that currently uses I-81,” Reese said.    

G. Federal Maintenance Funds

Federal maintenance funds cannot be used on any interstate segment being tolled.  “This restriction places a significant financial risk on the Commonwealth for addressing resurfacing, reconstruction, and restoration of the interstate and its ramps.”  

Flour would levy tolls from 2012 until 2048, costing the state up to $3.4 billion in federal funds (at $31 million assuming three percent inflation annually).  Star would levy tolls from 2007 until 2055, costing the state $4.7 billion in federal maintenance funds.  “VDOT will continue to pay all other maintenance and operational costs along the I-81 corridor and only [be] reimbursed for those costs after all Star costs and debt service/loan payments are paid,” Reese said.  

H. Federal Earmarks

The Star proposal would be partially financed by federal earmarks totaling $1.6 billion over 12 years.  Virginia’s annual federal highway construction funds averaged $740 million in 2001 and 2002.  “If the federal earmark, which is assumed to be as high as $400 million in one year, is subtracted from Virginia’s total federal formula share, the effect on the rest of the transportation improvement program would be devastating to both the mass transit and highway construction programs,” according to Reese.  

I. Halliburton’s Financial Status

Regarding the financial status of Halliburton’s, Star’s parent company, Reese said Halliburton’s credit ratings on long-term outstanding debt of $2.4 billion as of June 30, 2003 are on watch for possible downgrade from Moody’s and S&P.  The federal Securities Exchange Commission is also investigating cost overruns and unapproved claims by Halliburton on construction projects.  Halliburton subsidiary Kellogg, Brown, and Root (KBR), the Star project team leader, is filing for bankruptcy in an agreement to resolve asbestos liability.  

2. Planning and Engineering

The planning, engineering, and operations aspects of the PPTA proposals and of VDOT’s existing plans for I-81 were analyzed for the Advisory Panel under the direction of the VDOT’s Chief Engineer, Mr. Malcolm T. Kerley, P. E.  

The Summary of VDOT’s Work on I-81 from 1992 to December 2003 provided by Mr. Kerley to the Advisory Panel in December noted that the Commonwealth Transportation Board (CTB) and VDOT are actively pursuing a plan to improve I-81.  Conceptual studies of the entire I-81 corridor were completed between February 1998 and May 1999.  The Chief Engineer reviewed these studies and presented them to the CTB.  This deliberative process has provided VDOT with a plan for improving I-81 to meet Virginia’s Transportation and safety needs.  

VDOT is actively pursuing the plan, having already completed two widening projects at Bristol and Christiansburg.  Several bridges along I-81 have been improved to accommodate future widening of I-81.  Several truck climbing lanes have been completed.  Projects to replace the bridges at Buffalo Creek and Maury River are ongoing.  Numerous improvement projects are at various stages of the design and implementation process throughout the I-81 corridor.

VDOT knows, better than the Star or Fluor consortia, what needs to be built to “fix” I-81, it simply does not have the funds to build it.  Why pay a private consortium to finance and build a project bigger than Virginia needs at more than double the cost?  

A. Scheduling

VDOT found that the schedule for both proposals is extremely compressed, stating, “The time frame as proposed is extremely aggressive and will be difficult to maintain.”  Suppliers “may not be able to supply enough materials to support this amount of construction activity” forcing the contractors to go farther away to meet their needs.  The project would be so massive that it might impacts the costs of other projects that may be competing for the same materials.

B. Truck-only Lanes 

The Summary of VDOT’s Work on I-81, points out that VDOT has specifically looked at the notion of truck-only lanes and rejected it.  As stated in the report, “VDOT has studied a separate truck facility for I-81 at the preliminary development stage and the Chief Engineer, after reviewing the cost, considered it to be cost prohibitive.  The estimate for a separate truck facility at that time was twice the cost of adding additional lanes to I-81 and improving the existing interchanges.  

C. Traffic Projections 

VDOT found fault with the traffic projections found in both the Fluor and Star proposals.  The inappropriate and sometime sloppy use of outdated traffic projections brings into question the ability of the proposals to meet future traffic demand and the ultimate cost of the project.  

Star—“In the overview of their traffic studies that Star Solutions provided, several errors were discovered.  Annual Growth Rates were calculated incorrectly (and are not shown consistently throughout the calculations); the passenger-car-equivalency for trucks is stated as 2 (should be 3) cars per truck.  

Fluor—Fluor’s Traffic and Revenue Report “incorrectly states their base 2001 year traffic.  This might be a major problem.”  

D. Level of Service (LOS)

Fluor—The Fluor proposal stated that with the proposed improvements 85 percent of the corridor would attain LOS C or better in 2035.  Federal and state standards require a LOS B on rural interstates like I-81.  

“Although the proposal states that Flour will be providing a satisfactory LOS at all interchanges, they are proposing to reconstruct the interchanges based on year 2020 traffic forecasts, not 2035.  It is likely that when 2035 projections are used, some of the configurations proposed will not be adequate.”  

The need to upgrade the design of interchanges to meet updated traffic projections will cause the cost of the project to increase Fluor’s projection.  For instance, the $300 million budgeted for right-of-way acquisition “is extremely low when the required interchange improvements, based on 2035 projections, are included.”  

VDOT found “many examples” where access roads and other “off line improvement needs to be considered and their costs included, especially at the interchanges, where because of new design, a secondary road might have to be relocated.”

Star—FHWA requires LOS B for the rural sections and LOS C for the urban sections.  Star proposal used a threshold of LOS C for the rural segments and LOS D for the urban segments.  “For the safe and efficient travel in the I-81 corridor, any exceptions should be avoided.”  

“Of significant importance is the statement in the proposal that indicates that additional lanes or diversions will be required to maintain the 2025 LOS in year 2035.  This would indicate that what was proposed is inadequate, and that significant changes in scope (and costs) will be required to meet the minimum requirements.”

The “proposal states 2035 traffic was projected and additional lanes would be required to satisfy LOS criteria.  However, the additional lanes and the R/W were not included in the costs.”

E. Traffic Diversions to Local Roads

Fluor—Fluor’s LOS C projection “is, at this time, highly speculative” and is based on traffic reductions from the diversion of 500,000 trucks per year to rail as well as the potential diversions to other roads caused by tolls.  The resulting LOS of the local road networks, caused by these diversions was not addressed.  Fluor did not identify the routes to which the mainline traffic would be diverted. 

Star—“The information provided by STAR Solutions contains statements relating to possible diversion routes that VDOT staff disagrees with (no realistic alternatives in or immediately adjacent to the I-81 corridor).  Although no diversion routes are identified, they indicate that their design is based on a 20 percent diversion rate.  The resulting Level Of Service (LOS) of the local road networks, caused by these diversions was not addressed.” 

F. Interstate 581

In both proposals, “No mention was made to improving I-581, which will affect the traffic operations of the mainline of I-81.  Based on I-81 traffic projections, improvements to I-581, south to Peters Creek interchange, should be included.”  These additional improvements will entail increased costs.  

3. Reebie

The purpose of The Northeast – Southeast – Midwest Corridor Marketing Study (Reebie) was “to determine whether the Commonwealth should change the current calculus by injecting public capital into the development of competitive rail intermodal service for the I-81 corridor” (Final 2).  

RAIL Solution finds the general conclusions of the study encouraging.  Among these are that diversion of freight to rail will bring “obvious payoffs for the public” including:  

1. road congestion generally will be lower, 

2. there will be more capacity to deliver business and consumer goods;

3. reduced highway user costs and avoided highway investments;

4. improved transportation fuel efficiency and lower environmental emissions;

5. greater competitiveness for US industry through gains in logistics productivity; 

6. transportation network redundancy, which is an aid to national security and emergency response (Final 4); and  

7. maintenance of the global competitiveness of US industry and the efficient transportation of worldwide consumer goods to U.S. markets (Final 61).

“Private railroad rights-of-way offer an effective solution to public sector congestion relief.  This study demonstrates that public investment in rail intermodal infrastructure can indeed produce material relief in highway congestion in a practical timeframe” (Final 61).  The study concluded that, “The cost of such an effort, while significant, may prove to be significantly less expensive than other all-highway alternatives” (Final 62).

This is precisely the point RAIL Solution has been making.  Unfortunately the study failed fundamentally because it did not analyze the cost and benefits that would result from “the development of competitive rail intermodal service for the I-81 corridor,” i.e. the construction of a modern, higher speed rail line along Norfolk Southern’s Shenandoah Route through Virginia paralleling Interstate 81 (I-81).  

Instead, Reebie used a very circuitous north-south rail route for their diversion analysis.  The route chosen between Front Royal and Roanoke swings east through Manassas and Lynchburg, excluding the line paralleling I-81 in the Shenandoah Valley  The Shenandoah Route is by far the most direct connection between Front Royal and Roanoke.  It is 65 miles shorter than the Front Royal-Manassas-Lynchburg-Roanoke route Reebie used.  

Reebie offers no explanation for why improvements to the shortest north – south rail line were not examined.  This is puzzling. For clearly the route Reebie did analyze suffers a permanent competitive disadvantage in diverting trucks from I-81: transit times between Front Royal and Roanoke will always be far longer than along an upgraded Shenandoah route.  

Virginia needs an answer to the larger question: how much freight would modern rail paralleling I-81 absorb and at what cost?  We must have this answered before committing to the massive expansion of I-81 via the Public Private Transportation Act (PPTA) proposals.  

The study was comprised of four primary tasks (Final 5):  

1. surveys and interviews with shippers and network motor carriers;

2. identification of the right combination of rail intermodal product; 

3. conduct of detailed diversion analysis; and  

4. determination of the capital investment required to support truck diversion.  

A. Willingness of Shippers and the Trucking Industry to use Rail

Potential rail users were surveyed to determine the level of marketplace interest in and performance criteria for competitive rail intermodal service.  The analysis found that both shippers and carriers are willing to shift traffic to rail if their cost and service demands are routinely satisfied.  

To meet these demands rail must be improved to include:  

1. an intermodal technology accommodating the current mix of highway trailers; 

2. a service matching the standard service offered by trucks and including frequent service departures and 95 to 98 percent on-time delivery, door to door; and 

3. a significant economic incentive (Final 5).   

“Shippers and carriers who operate in the corridor” responded “that service parity coupled with strong cost reductions generates meaningful mode shifts. … The shipper and motor carrier communities would welcome the introduction of competitive intermodal service” (Final 7 and 32). 

B. Intermodal Service Recommendations

The study found the “key dynamic” in diverting freight to rail is “public investment that allows the introduction of new intermodal services, raises their performance characteristics, and reduces the structural cost of railroading by moderating its capital intensity (Final 6).

Less than 30 percent of trailers are currently compatible with existing rail technologies.  Public funding must provide the newer generation of railcar, already in regular use in Canada, “that can carry almost any of the truck trailers moving on today’s highways.”  The study found, “A variation of Canadian Pacific’s Expressway concept holds the most promise … to provide for access to complete tractor-trailer units” (Final 6 and  28).

“Railroads have been successful in carving out niches of traffic in corridors of less-than 500 miles.  Canadian Pacific’s Expressway model is offering competitive service between Toronto and Montreal – a distance of 540 miles, and between Toronto and Detroit – a distance of 380 miles” (Final 41).

Expressway-style service would also make rail “effective for the high volume, shorter haul traffic, whose capture would raise the effectiveness of railway alternatives to road investments” (Final 29).  “Only modest penetration in these massive (small and medium) truck segments provides substantial modal shift" (Draft 59).  

Reebie finds the “open” intermodal technology is a significant factor in freight switches to rail because “it removes a capital investment requirement for truck lines to move their own equipment by rail” and “allows their fleets to remain uniform and retain the efficiency of interchangeability” (Final 28).

Trucking companies “can reduce their cost of operation without special investment or sacrifice in performance, and shippers can receive the service they seek while improving on its economy” (Final 6) using “proven technologies, fully tested, and currently operating in the North American railroad environment” (Final 60).

C. Diversion Potential

Reebie finds a large potential market for diversion to rail. “The confluence of large volumes of through truck traffic in Virginia, where the national highway system is channeled between the mountains and the sea … causes traffic to concentrate into trainload quantities for sustained distances, which appropriate rail terminals and service design can exploit” (Final 7).

“A public-private cost sharing program could help achieve the desired goal of reducing long-term highway congestion along I-81 and I-95 through investment in rail intermodal infrastructure.  It is also apparent that such an investment could prove to be more cost effective than new highway construction” (Final 31).

As shown in the table on the following page, Reebie found that, “Over the longer term, investments of between $7.3 billion and $7.9 billion produce a range of highway diversions of between 2.8 to 3.0 million loads annually.”  The study proposes that improvements be made to Norfolk Southern’s: 
· Piedmont Route in northern and central Virginia (Berryville, Front Royal, Manassas, Lynchburg) and 

· a portion of the Shenandoah Route in southwest Virginia (Lynchburg, Roanoke, Bristol).  

Virginia’s portion of these improvements would cost about $1.4 billion.  This figure would buy Virginia freight diversion of up to 30 percent of the projected 2020 volume (Final 62), even without rail service paralleling I-81.  

It is important to note that Reebie’s proposed improvements never results in a reduction of the number of trucks on I-81.  The percentage of all the traffic on I-81 that is truck traffic would go down under the proposal, because the number of cars continues to increase while the number of trucks grows more slowly.  However, the "sheer number" of trucks would continue to rise.  Under the Reebie proposal, more trucks will travel I-81 in 2020 than travel the road today, along with more cars.
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Medium 639,480        14.6% 190.5       $472 $40 $76 $588

Long 687,660        15.7% 621.4       $619 $0 $143 $762

Total 1,327,140     30.3% 811.9       $1,091 $40 $219 $1,350

Reebie Associates.  2003.  The Northeast – Southeast – Midwest Corridor Marketing Study, pages 12, 13, and 15.

Per Reebie overall volumes are based on a daily average of 12,000 trucks on I-81 in Virginia (depending on location).

Notes:

The high cost sharing scenario shown above evaluated the impact of 25 percent market price savings. 
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The study’s projections are based on proposed capacity improvements “necessary to handle double to triple the existing rail traffic on the line segment.  
· “Where the line segment currently has single track with sidings or single track between stretches of double track, the ultimate build-out becomes double track, bidirectional, traffic control, with universal crossovers about every ten (10) miles.  
· “Where a current line segment has double track in heavy tonnage territory, a triple track with universal crossovers is planned” (Final 52). 
· These improvements would allow an average speed of 33 miles per hour (Final 40).

Reebie clearly states that the estimated long term diversion of 30 percent of the trucks projected to be traveling I-81 to rail is a conservative estimate.  “As intermodal market shares in existing lanes are growing, [it is] very likely the actual performance results will be higher” than the 3.1 million annual truck diversions projected in the study (Final 41).

“While some portion of the available volume will likely never be diverted to rail intermodal service, the availability of a menu of service and technology alternatives provides the greatest opportunity for highway to rail diversion across the segmented motor carrier market. … With the addition of Expressway and Rolling Highway technologies to an improved conventional rail intermodal product, rail intermodal services can theoretically compete for all non-hazardous freight" (Draft 59).  

Reebie notes “The injection of public sector capital through the effective reduction of the railroads’ costs and subsequently, its price-to-market of between 20 percent and 25 percent” would “place the cost of rail intermodal significantly below the operating cost of over-the-road trucking.  Rational operators will likely find the rail-based product unavoidably economical, and elect to utilize rail intermodal in favor of all-highway transport in the corridor” (Final 31).  

D. Rail Will Work in the I-81 / Shenandoah Route Corridor

Reebie asserts that modest public funding (when compare to the cost of widening I-81) can:

· enable rail to “theoretically compete for all non-hazardous freight;" and 
· reduce Norfolk Southern’s costs and price-to-market by between 20 and 25 percent, placing the cost of rail “significantly below the operating cost of over-the-road trucking”.  

Yet, despite these rosy conclusions about rail’s potential, the rail improvements proposed by Reebie are only projected to divert about a third of the freight stream off I-81.  This limited projection for I-81 diversion is a function of the location and scope of the proposed rail improvements.  Diversion is likely to be much greater if more significant rail improvements are made on a route that directly parallels I-81.  
Reebie explained that the greatest diversion would occur on the least circuitous route in the March draft study.  “The stream[s] of highway volume between individual city pairs come together over portions of the interstate system and can create traffic densities for sustained sections that are conducive to rail transportation. … I-81 through Virginia is one such section.  Intermodal terminals situated to serve this confluence can appeal not only to local markets, but also to the through truck traffic, provided they are located directly on the route of travel for the truck, and can be reached without penalty of circuitous miles” (Draft 93).

 “Norfolk Southern’s Shenandoah Route could connect existing, large intermodal hubs in Harrisburg and Atlanta.  The route is sufficiently long that, if significantly upgraded, it would be suitable for conventional TOFC/COFC service.  Moreover, all portions of the route could be used for an Expressway-like service, if terminal space were available” (Draft 62).  
“Either Norfolk Southern’s Shenandoah or Piedmont route[s] could be competitive for the highway tonnage flows that are moved on the generally parallel Interstate System highways through Virginia” (Draft 69).   

Improvement, however, of the Shenandoah Route between Front Royal and Roanoke was inexplicably not analyzed in the final study. .Only portions of two of Norfolk Southern’s primary rail routes were considered in the final study:  

· Piedmont Route—Berryville, Front Royal, Manassas, Lynchburg— paralleling US 29 between I-81 and I-95 (Final 50).

· Shenandoah Route—Lynchburg, Roanoke, Bristol—paralleling I-81.  

Reebie proposed that improvements swing east from Front Royal through Manassas and Lynchburg, then west to Roanoke, excluding the line paralleling I-81 in the Shenandoah Valley.  The Shenandoah Valley is by far the most direct connection between Front Royal and Roanoke.  It is 65 miles shorter than the Front Royal-Manassas-Lynchburg-Roanoke route Reebie used.  

Aside from the cursory statement that: “This report recommends investments in what promises to be the most practical rail routes,” no explanation is offered of why improvements to the shortest north – south rail line were dropped from Reebie’s final report (Final 4 and 35).  

The study states, “Because of its mountainous location, even if upgraded, Norfolk Southern’s Shenandoah Route could not produce average intermodal train speeds in excess of 45 miles per hour, and its maximum authorized speeds could probably not exceed the current 60 miles per hour maximum authorized speeds at most locations” (Draft 63).  
It may be true that an average train speed of more than 45 miles per hour and a maximum authorized speed above 60 miles per hour could not be achieved with the proposed expenditure of $1.4 billion.  The suggestion that a faster railroad is impossible to build is untenable, however.  The investment of $2 billion or $3 billion could certainly result in train speeds of more than the 45 mile per hour cap suggested by Reebie.  
Before embarking on the investment of $7 billion in the Flour proposal or $13 billion in Star’s proposal by signing a comprehensive agreement under the PPTA, Virginia needs to determine what a similar investment in rail would buy.   

E. Where is Norfolk Southern?

“Norfolk Southern is pursuing a logical strategy for intermodal market development.  The firm is focusing its energies and its limited resources on those corridors that provide the greatest income.  The factors that have influenced the company’s commercial choices include terminal capacity, train capacity, line capacity, empty equipment availability, interline service performance, and interline cooperation. … While none of these factors is insurmountable, each represents an added expense that when weighed against available alternatives prevents some intermodal lanes from developing while others thrive" (Draft 46).  

"The difficulty with this system of resource allocation is that it may not suit public priorities, and public benefits are normally not a determinant in project and business selection. The crucial opening for the Commonwealth through which it can change this calculus is the diminishing access to private capital possessed by the freight railroads, and the ways that the introduction of public capital can alter the comparative evaluation of investments" (Draft 95).  

“Public investment in rail lines on routes like the Piedmont or Shenandoah not only could lead to faster, more attractive service, it could make new I-81 corridor operations more competitive with project alternatives inside Norfolk Southern.  

“Public capital employed this way serves two functions:  it 
· (1) facilitates cost reductions that should make intermodal products more attractive, and even compelling to the market, and 
· (2) changes the internal priorities of the railroad” (Draft 96).  “Changing the current cost equation for under-served markets will fundamentally change [Norfolk Southern’s] embedded priorities, and can achieve Virginia’s desired but currently unattainable results” (Draft 47).  

F. Conclusion

RAIL Solution agrees with the study conclusion that “the opportunity to convert traffic volumes of this magnitude” should produce “a fundamental shift in public-policy options for federal, state, and county governments.”  RAIL Solution embraces the vision that says “a bold, coordinated, and committed effort to promote rail intermodal can absorb much of the expected growth in freight traffic on the Commonwealth’s key North-South highway arteries.”  Network-level investments such as those outlined in the study “could have national import” (Final 59).

This is an interesting and useful document, in that it addresses those factors that help determine whether freight is shipped by rail or highway, and it provides some indication as to the potential of redirecting shipments from I-81 to rail in Virginia.  Clearly, even with the limitations contained in the report, significant amounts of freight could be diverted from I-81 to rail.  

Unfortunately, the study is limited in its vision and scope.  It only provides a glimpse of “what might be”, and as such it ultimately fails to answer the questions that Virginia needs to ask before choosing the best path to follow in accommodating future transportation needs of the I-81 corridor.
  

RAIL Solution concludes that an independent analysis of the impact of a parallel rail line on I-81 needs to be conducted.  Additional analyses are necessary to assess the true potential of modern rail alternatives designed specifically to divert time-sensitive freight off of I-81, and policy directives for the I-81 corridor must await the results of such inquiries.  

4. Local Resolutions

Thirty six city, county, and town governments and three planning district commissions have adopted resolutions calling for rail to be improved to provide an effective alternative to increased truck traffic in the I-81 corridor in Virginia.  (Copies of the resolutions were delivered to the Advisory Panel under separate cover on January 15.)  
These resolutions reflect significant leadership and vision, as well as a remarkable consensus.  Implementing a meaningful multimodal alternative to ever-expanding number and size of trucks is essential to developing a balanced, 21st Century solution to the problems with I-81.  

The Star and Fluor PPTA proposals, with the minimal rail freight components in the I-81 corridor, do not adequately address many of the goals expressed in these resolutions, as follows.  

· The increased use of railroads to move freight will improve safety by reducing dangerous vehicular congestion on I-81. 

· The increased use of railroads to move freight will improve energy conservation by reducing the amount of diesel fuel consumed for freight transportation.  

· The increased use of railroads to move freight will improve the public health of the Shenandoah Valley and southwest Virginia by lowering air pollution and toxic emissions along I-81.  

· The increased use of railroads to move freight will improve the local economy by assuring time-competitive, low-cost rail shipping options for local businesses and industrial projects.

· The increased use of railroads to move freight will eliminate the necessity for placing tolls on I-81.  

· The proposals ignore the call from localities for federal, state, and local government officials along I-81 from Harrisburg, Pennsylvania, to Chattanooga, Tennessee, to work cooperatively with the rail companies to develop an intermodal railroad.

The desire on the part of local elected bodies for significant rail improvements in the I-81 corridor was confirmed by the comments sent to VDOT form 28 localities prior to the Advisory Panel meeting held November 14.  According to VDOT’s count, 

“Of the comments received, the single most frequent comment expressed the desire that rail improvements, including both passenger and freight, be given more consideration.  Sixty five percent of those responding expressed this desire.”  

Contrary to the will of local governments, STAR and Fluor propose less than $56 million to improve 24 miles of rail in the I-81 corridor, investing less than a penny on rail in the I-81 corridor for every dollar spent for roads.  Adding truck capacity to I-81 will make it more of a magnet for more trucks.  

Improved rail can move long-haul truck traffic off I-81 and reduce the need for improvements to an amount that can be financed through existing federal and state funding mechanisms.  

5. Incompatibility with Local Comprehensive Plans

The proposals are not compatible with the economy, environment, land use, or transportation sections of many local comprehensive plans.  

1. The proposed imposition of tolls on local freight haulers and commuters to fund road improvements made necessary by long-haul truck traffic, most of which neither originates nor terminates in Virginia, is incompatible with the economic goals of most local comprehensive plans.  

2. Increased long-haul truck traffic facilitated by the proposals will be incompatible with the economic goal of achieving a strong and compatible tourist industry, found in virtually every local comprehensive plan in the region.  The industrialization of the rural landscape with sound walls, Jersey barriers, decreased atmospheric visibility due to truck emissions, and truck stops and other truck service industries envisioned by the proposal will, together with tolls on cars and increased truck traffic, discourage tourists from visiting Southwest Virginia and the Shenandoah Valley.  

3. Because the proposals will create unacceptable impacts on the air and water of Southwest Virginia and the Shenandoah Valley, they are incompatible with environmental goals of preserving the quality of natural resources (such as surface water, groundwater, air, soil, quiet, night sky) and the scenic beauty of the landscape (such as farm fields, vistas, mountains, forests, open land, parks and recreation areas) most local comprehensive plans.  
Building new lanes and interchanges to service long-haul trucks would pave over thousands of acres of farm and forest land.  New lanes will consume between five and 20 acres per mile, depending on the number of lanes built in a given area.  Added to existing pavement, this will create an unacceptable amount of impervious surface, subjecting streams to toxic runoff and accelerating bank erosion.

4. The proposals are not compatible with land use goals of localities in Southwest Virginia and the Shenandoah Valley.  Increased air and water pollution, noise, new truck stops, and sound walls conflict with the land use goals found in local comprehensive plans including:  

· preserving the agricultural and forestry industries; 

· achieving a balance of compatible land uses and communities in which people can live, work and play; and 

· preserving historic buildings and sites; 

5. The projects will not preserve and improve the free flow of traffic or improve the safety of the road system, nor will they preserve or improve accessibility of non-motorized traffic (pedestrians, bicycles, horses, buggies).  The proposals focuses almost exclusively on adding lanes to I-81 to service long-haul truck freight, providing few provisions for the improvement of other modes of transportation as part of the PPTA project.

6.  The proposals fail to plan for provision for passenger rail, a goal in numerous comprehensive plans.  

6. Incompatibility with Virginia’s Statewide Transportation Plan (VTrans)

The proposals do not warrant consideration by VDOT’s Commissioner for negotiation of a comprehensive agreement because they fail to address the policies or to meet the criteria for serving a public purpose set out in the Public-Private Transportation Act of 1995 (Code of Virginia § 56-556 through 56-575).  

Under § 56-558 “Policy”, the General Assembly found it is appropriate to authorize private entities to acquire, construct, improve, maintain, and/or operate transportation facilities “that are compatible with state and local transportation plans”.  

1. As detailed above, the proposals are not compatible with numerous comprehensive plans.  

2. They also fail to meet the vision, goal, and objective statements that “establish the framework around which VTrans 2025 will be built”.  According to VTrans 2025 - Virginia’s Statewide Multimodal Long-Range Transportation Plan - Phase One, the vision for the new state transportation plan, now being formulated, is to “build a world-class multimodal transportation system that sets the standard for the rest of the nation”.  The proposal fails to address four of the six “Goals and Objectives” set out to achieve this vision in VTrans 2025, as follows.    

A. Goal 3: Intermodalism and Mobility – The proposals, through their failure to include viable rail alternatives, fail to: 

i. “encourage intermodalism to maximize the accessibility, use, operation, and efficient connectivity of the overall transportation system;”

ii. “provide effective and economical transportation choices and alternatives for people and goods across the state;” or 

iii. “develop an integrated multimodal freight mobility system”.

B. Goal 4: Economic Competitiveness

i. The proposals, through their failure to include viable rail alternatives, fail to “Provide for smooth and efficient transfers for passengers and freight between ports, airports, railroads, and highways.”

ii. The proposals do not help “Develop a transportation system that supports statewide economic development, commerce, and tourism” because of the impact that tolls and destruction of scenic landscapes will have on economic development, commerce, and tourism.  

iii. With a one size fits all approach, the proposals do not serve to “Coordinate transportation planning with local land use planning and economic development goals”.  The proposals are inconsistent with resolutions adopted by 35 city, county, and town governments and three planning district commissions in the I-81 corridor insisting that rail be improved to provide an effective alternative to increased truck traffic in the I-81 corridor in Virginia.  

C. Goal 5: Fiscal Responsibility

i. The proposals do not help “Ensure balanced and effective transportation investments,” because they propose to invest less than a penny on rail in the I-81 corridor for every dollar spent for roads.  

ii. Because the project has not yet been subject to an environmental impact statement to assess alternatives and impacts of the project or planning and engineering analysis, it is impossible for the proposers to “Develop realistic transportation programs based on accurate cost estimates.”

iii. According to VDOT Chief Financial Officer Barbara Reese, the financial plans leave “little room for error in traffic assumptions, toll revenue collection, or adjustments in project costs.”  Typically, bond rating agencies require the borrower to demonstrate annual revenues that exceed 150 percent of annual debt payments.  Star’s total projected revenue is 118 percent of annual debt payments.  Fluor’s total projected revenue is 113 percent of annual debt payments.  

Consequently, the fiscal foundations of the proposals fail to meet accepted fiscal standards, presenting unacceptable level of financial risk  

“If there is a hick-up in the traffic or if there is a hick-up in the toll revenue, that would cause very grave concern among the bond rating agencies,” Ms. Reese said.  “If there was a rail improvement or any other improvement that diverted traffic off I-81, all of the financial assumptions would change.”  

D. Goal 6: Quality of Life

i. Until the project is subjected to the environmental impact assessment to assess alternatives and impacts, it will not be possible to, “Ensure that the transportation planning and implementation process is accessible for all communities and citizens”.  Because of its size and scope, the truncated public and local government input process established under the PPTA are not appropriate for this project.  

ii. The proposers have not taken any steps to ensure that “natural environmental quality and cultural and historic resources” are “enhanced and protected”.  As proposed, the project will cause substantially increased and water pollution.  The conversion of farm and forest land to pavement through the project and the related development it will generate will contribute significant amounts of chemicals and nutrients to tributaries of the Chesapeake Bay, detracting from the multi-state effort to restore the estuary.  

iii. The project as proposed is not “compatible with the communities [it will] serve”.  Many communities will be further divided by a wider I-81 with 20-foot tall sound walls.  The project would take all or part of an undetermined number of parcels of land, displacing more than families and businesses.  New sound barriers will dominate “sensitive areas” near homes, churches, schools, parks, and recreation areas adjacent to I-81.  

7. Issues and Evaluation and Selection Criteria in the I-81 PPTA RFP

Likewise the proposals do not address issues that are important to the successful development of the Interstate 81 corridor and the evaluation and selection criteria set out by VDOT in A Solicited Public-Private Transportation Act Request for Conceptual Proposals for Improvements to the Interstate 81 Corridor in Virginia (the RFP).  

1. The RFP states several “issues that VDOT views as important to the successful development of the Interstate 81 corridor”.  A number of those important issues are not addressed in the proposals including the following.  

A. The proposals will not result in the “development of a corridor that provides a high degree of efficiency and safety for all users” because they will not significantly reduce the number of trucks on I-81, speeding transformation in the highway into an East Coast Truck Bypass.

B. The proposals will not result in the “development of the Interstate 81 corridor, to the extent practical, as a multi-modal facility,” because they cannot reasonably be expected to shift a meaningful portion of future commercial traffic to rail. 

C. By ruling out rail improvements in the I-81 corridor the proposals fail to consider “future public transportation, or other higher occupancy travel, in and around growing urban areas (such as Winchester, Harrisonburg, Roanoke, Christiansburg/, Blacksburg, and Bristol areas)” that would be facilitated by rail improvement and other intermodalism.

D. The proposals fail to consider the “potential for a portion of the Interstate 81 corridor to serve as a passenger rail corridor,” through their failure to provide for rail improvements in the I-81 corridor. 

E. The proposals do not provide for “the connection of the Interstate 81 corridor to airports, freight rail lines, and the Virginia Inland Port, or other existing and rail and transit facilities”.

F. The proposals fail to meet any standard for “the avoidance and minimization of environmental and social impacts”.  These plans propose instead the anomaly of an industrialized truck transportation strip-zone cutting across some of Virginia’s most spectacularly scenic and sensitive landscape.  The proposals ignore the trapped air pollution impacts on public health precipitating from significantly increased diesel emission loads within Virginia’s extraordinary ridge and valley topography

G. The proposals do not incorporate “sensitive designs and use of innovative construction techniques to preserve or enhance the recognized scenic nature of the corridor, which VDOT asserts is “one of the ten most scenic interstates in the United States”.  

2. The RFP states a number of evaluation and selection criteria will be considered in determining whether to conclude a comprehensive agreement with the proposers.  The proposals do not meet three out of five of these criteria, including the following.  

A. Project Characteristics – Is the proposed transportation facility technically feasible? 

i. Project Definition – The project is not described in sufficient detail to determine the type and size of the proposed improvement, the location of new lanes and interchanges, and “the proposed interconnections with other transportation facilities, the communities that may be affected, and alternatives (e.g. alignments) that may need to be evaluated”.

ii. Conforms to Laws, Regulations, and Standards – The proposals are not “consistent with applicable state and federal standards, statutes, and regulations, or reasonably anticipated modifications of state to the same”.  
Federal and state standards mandate LOS B for the rural sections and LOS C for the urban sections.  The Fluor proposal stated that with the proposed improvements 85 percent of the corridor would attain LOS C or better in 2035.  

VDOT staff reports provided to the Advisory Panel at its December meeting state, “Although the proposal states that Flour will be providing a satisfactory LOS at all interchanges, they are proposing to reconstruct the interchanges based on year 2020 traffic forecasts, not 2035.  It is likely that when 2035 projections are used, some of the configurations proposed will not be adequate.”  

Star used a threshold of LOS C for the rural segments and LOS D for the urban segments.  VDOT staff reports provided to the Advisory Panel at its December meeting state, “For the safe and efficient travel in the I-81 corridor, any exceptions should be avoided.”  

The Star proposal indicates that additional lanes or diversions will be required to maintain the LOS C for the rural segments and LOS D for the urban segments in year 2035.  VDOT staff reports provided to the Advisory Panel at its December meeting state, “This would indicate that what was proposed is inadequate, and that significant changes in scope (and costs) will be required to meet the minimum requirements.”

Because they do not adequately provide rail and other modes of transportation, the proposals are also inconsistent with Title V - Intermodal Surface Transportation Efficiency Act of 1991 (ISTEA PL 102-240).  The law states: 

“It is the policy of the United States Government to encourage and promote development of a national intermodal transportation system in the United States to move people and goods in an energy efficient manner, provide the foundation for improved productivity growth, strengthen the Nation's ability to compete in the global economy, and obtain the optimum yield from the Nation's transportation resources.”  

iii. Meets/Exceeds Environmental Standards – The proposals are not consistent with applicable state and federal environmental statutes and regulations including the Clean Air Act and the Clean Water Act.  The proposed designs make few accommodations to meet appropriate state environmental standards and do not adequately address air and water quality impacts.  

The pollution from trucks and runoff could undo the benefits of decades of work undertaken by the farm community in the Shenandoah Valley to meet the goals o the Clean Water Act by using agricultural best management practices that reduce non point source pollution and erosion and improve water quality.  

A wider road and the attendant pollution and stream disturbance could also jeopardize the multi-state effort to restore the Chesapeake Bay under the Chesapeake Bay Agreement.  In turn, this could bring greater restrictions of farm practices to compensate for increased pollution from trucks and runoff from wider roads.   Such a widened right of way will result in a virtually impenetrable barrier to terrestrial wildlife populations.  

The proposed addition of more lanes will attract more trucks that will release increased diesel particulate, low-level ozone, carbon dioxide, carbon monoxide, smog-forming nitrous and sulfur oxides, and volatile organic compounds (including formaldehyde and benzene).  The consequent air pollution could cause many localities in Southwest Virginia and the Shenandoah Valley to be ruled non-attainment areas under the Clean Air Act, bringing new restrictions on existing and future industry and other employers. 

iv. Right of Way – The proposals do not include the names and addresses of any of the current owners of the property needed for the facility, the nature of the property to be acquired, or listings of any property that the responsible public entity is expected to be requested to condemn.  Neither proposal estimates how much land it will take.  

B. Public Support – Has the proposer garnered sufficient public support for the project? 

i. Community Benefits – Because of tolls and the limitations the proposals will place on future transportation options for western Virginia, the proposals will not bring a significant transportation and economic benefit to the community, the region, or the state.  Ancillary benefits the community might experience from the proposals will be overshadowed by their negative impacts.  

ii. Community Support – No effort has been made to gauge community support for the proposals.  

iii. Project Compatibility – Is the proposed project compatible with state and local comprehensive plans?

The proposals are not compatible with many local comprehensive plans or VTrans 2025, Virginia’s statewide transportation plan, as detailed above.  

8. Conclusions

Star and Fluor would commit Virginia to spending as much as $13 billion to expand I-81, resulting in tremendous damage to the region’s economy, public health, historic resources, and environment.  These proposals would:

· impose a regional tax increase on the citizens and industry of western Virginia, 

· invest less than $56 million to improve 24 miles of rail in the I-81 corridor, less than a penny on rail in the I-81 corridor for every dollar spent for roads;

· make I-81 more dangerous both during construction and over the long term, and 

· ensure that I-81 is over capacity again by 2025, up to 33 years before the bonds sold to fund the project are paid off and tolls are lifted.  

Because of tolls and the limitations the proposals will place on future transportation options for western Virginia, they will not bring significant transportation or economic benefits to the community, the region, or the state.  The I-81 toll plans pose grave consequences for western Virginia’s trucking industry and will hamper the ability of the region’s truck-dependent businesses to compete on a level playing field in the marketplace.  

These proposals will result in tremendous damage to the economy, public health, historic resources, and environment of southwest Virginia and the Shenandoah Valley.  They will be costly to citizens but do little to solve I-81’s problems in the long run.  Moreover, they are not consistent with pro-rail resolutions adopted by 36 city, county, and town governments and three planning district commissions. 

The rail component of the two proposals, and the Reebie study findings, represent small thinking.  Greater rail investment, directed at creating a SYSTEM specifically designed for time-/truck-competitive shipments, can more economically handle the truck volumes than the highway improvements proposed by Fluor and Star.  .

It is premature to endorse either of the PPTA proposals at this time when we have not explored the alternatives available to make I-81 safer and we have no idea of the impacts, costs, and benefits of these alternatives.  
As Ms. Dee Bowles said at the November meeting of the Advisory Panel, everyone involved needs “more information before we can make a worthwhile recommendation.”

RAIL Solution calls on the Advisory Panel to recommend that Secretary of Transportation Clement and Transportation Commissioner Shucet:  

· reject the Star and Fluor proposals for tolls and dedicated truck lanes on I-81; 

· reject federal funding with strings attached that usurp deliberative consensus-building and decision-making to occur at the local and state level and through the NEPA process; 

· allow NEPA’s environmental impact statement (EIS) process and public hearings to occur before a comprehensive agreement is signed; and

· issue a new request for proposals under the PPTA for a project that will move freight off I-81 to rail while creating the potential for timely and reliable passenger rail service throughout the region after the NEPA process has explored a rail alternative.  

Implementing a meaningful multimodal alternative to ever-expanding number and size of trucks is essential to developing a balanced, 21st Century solution to the problems with I-81.  These alternatives will be precluded if the project is built as proposed by Star or Fluor.  

Thank you for the opportunity to address these proposals.  

Sincerely,
Rees R. Shearer
� Other Limitations of the Reebie Study


A major limitation of the present study is, of course, that Reebie’s analysis is predicated on a “No-Build” scenario for I-81 and that truck tolls are not imposed, even while it acknowledges that “Significant expansion of highway capacity or the imposition of truck tolls on study routes could alter the projected study results” (Final 64).


Another significant limitation is that the study uses 1998 traffic data, projected forward to 2001 (Final 20, Draft page 5).  There is ample reason to believe that changes in international trade and shipping fostered by the North American Free Trade Agreement have occurred in the I-81 corridor in the last six years.  


The objectivity of the current study may also be questionable both because of the influence of Norfolk Southern on its design and because Wilbur Smith Associates, Inc., a co-author of the report, is a primary “Team Member” and “Principal” in the detailed proposal for improvements to I-81 submitted by the Star Solutions consortium.  
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		Projected Improvements and Truck Diversions to Rail from I-81 in Virginia

				Annual								Virginia				Improvements

				I-81 Loads				% Virginia				Truck VMT												Rolling

				Diverted				AADTT				Diverted				Line				Terminal				Stock				Total

		Term		to Rail				Diverted				(millions)				(millions)				(millions)				(millions)				(millions)

		Medium		639,480				14.6%				190.5				$472				$40				$76				$588

		Long		687,660				15.7%				621.4				$619				$0				$143				$762

		Total		1,327,140				30.3%				811.9				$1,091				$40				$219				$1,350

		Source:

		Reebie Associates.  2003.  The Northeast – Southeast – Midwest Corridor Marketing Study, pages 12, 13, and 15.

		Notes:

		Per Reebie overall volumes are based on a daily average of 12,000 trucks on I-81 in Virginia (depending on location).

		The high cost sharing scenario shown above evaluated the impact of 25 percent market price savings.

		4,380,000






