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Fluor Virginia and Star Solutions submitted proposals under Virginia’s Public-Private Transportation Act (PPTA) to widen I-81 to between six and 12 lanes and pay for it with tolls.  The Star proposal costs $13 billion, including financing;  Fluor, about $7 billion.  

The I-81 PPTA Advisory Panel, created last October to advise Virginia’s Secretary of Transportation and the Virginia Department of Transportation (VDOT) Commissioner about I-81, is reviewing the proposals. Testimony before this panel has repeatedly stated that these proposals are risky, poorly thought out, and not in the best interests of Virginia.   

1. Financing

VDOT Chief Financial Officer, Barbara Reese, an Advisory Panel member, said the proposals leave “little room for error in traffic assumptions, toll revenue collection, or adjustments in project costs”.  Reese compared them to current VDOT spending:  

· Fluor ($6.4 billion) and Star ($7.2 billion) would borrow three to four times VDOT’s existing debt ($2.1 billion).  

· Annual debt service under Star will average over $1 billion after 2040, almost five times VDOT’s total current annual debt payment ($220 million).    

Bond rating agencies will look at the credit health of the project when determining the cost Virginia pays to borrow money, according to Reese.  Rating agencies typically require annual revenue that exceeds 150 percent of annual debt payments (1 to 1.5 ratio).  Star’s annual debt to revenue ratio is 1 to 1.18.  Fluor’s ratio is 1 to 1.13.  “If there is a hiccup in the traffic or if there is a hiccup in the toll revenue, that would cause grave concern among the bond rating agencies,” Reese advised.

Moreover, Halliburton, Star’s parent company, is under a federal Securities Exchange Commission investigation of cost overruns.  Kellogg, Brown, and Root, the Star project team leader, is also filing for bankruptcy to resolve asbestos liability.  

To protect its shaky financing, Star wants a non-compete clause requiring the state, to “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. 

The Fluor plan costs the state up to $3.4 billion in federal maintenance funds, unavailable to Virginia during the 36 years Fluor plans to levy tolls on the interstate.  Star’s 48 years tolling I-81 loses Virginia $4.7 billion in federal maintenance monies.

2. Planning and Engineering

VDOT Chief Engineer Malcolm Kerley, also an Advisory Panel member, analyzed the proposals and VDOT’s existing plans for I-81.  He reported, “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”.  Truck-only lanes impose “twice the cost of adding additional lanes to I-81 and improving the existing interchanges.”  

Both proposals plan for degraded federal safety “Level of Service” standards.  Roads must be designed to meet these standards 20 years after construction ends.  Star uses LOS C for rural areas (on a scale of A to F) and LOS D for urban segments.  Regarding this safety measure, VDOT determined, “For the safe and efficient travel in the I-81 corridor, any exceptions should be avoided”.  

Star states, “Additional lanes in each direction may be required” in 2025, including added car lanes from I-77 south to Bristol and from Roanoke north to Harrisonburg and another truck lane between Christiansburg and Harrisonburg.  According to VDOT, “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.”

3. Rail

The Virginia Department of Rail and Public Transportation conducted a study last year, “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”.  The general conclusions of the study are encouraging.  Among these are:

· “public investment in rail intermodal infrastructure can indeed produce material relief in highway congestion in a practical timeframe;”  

· “the cost of such an effort, while significant, may prove to be significantly less expensive than other all-highway alternatives;” and

· Norfolk Southern’s Shenandoah Route “could be competitive for the highway tonnage flows that are moved on the generally parallel Interstate”.  

Unfortunately the study did not analyze the cost and benefits a modern, higher speed rail line closely paralleling I-81 through Virginia.  Instead, it analyzed a circuitous route between Front Royal and Roanoke that swings east through Manassas and Lynchburg, excluding the line paralleling I-81 even though its 65 miles shorter.

4. Local Resolutions

Thirty-six city, county, and town governments and three planning district commissions adopted resolutions calling for rail improvements as an effective alternative to more trucks on I-81.    

Localities’ desire for significant rail improvements was confirmed by comments they sent to the Advisory Panel during a 60-day comment period.  According to VDOT, of the comments received prior to the November deadline, 

“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 for every dollar spent on I-81.  

5. Conclusions

It is premature to endorse either of the PPTA proposals.  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 plans.  The PPTA proposals: 

· impose a regional tax increase upon Southwest and western Virginians and upon our businesses. 

· make I-81 more dangerous both during construction and over the long term by attracting 100% more trucks during highway construction, according to the proposals and many more after completion.

· threaten citizens and communities with increased diesel particulate and ozone air pollution, trapped within our ridge and valley topography.

· endanger regional economic development and competitiveness.

Virginia must determine how much freight a modern railroad paralleling I-81 could absorb and at what cost.  Before embarking on the investment of up to $13 billion in a wider road that will attract more trucks, Virginia needs to research what a similar investment in rail could buy:

· safer driving conditions during and after construction,

· fast passenger rail option,

· toll-free interstate driving
· preservation of our valleys’ beauty, history, and environment,
· reduced pollution and public health concerns,
· truck time-competitive rail freight services for business and industrial prospects,
· repayment through freight rail surcharges,
· enhanced tourism development
· savings for VDOT and taxpayers at $.05/diverted truck mile in interstate maintenance costs,
· less congestion on parallel primary routes
