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On behalf of the members of the Association of American Railroads (AAR), thank you
~ for this opportunity to discuss the reauthorization of the Safe, Accountable, Flexible, Efficient
Transportation Equity Act, A Legacy for Users (SAFETEA-LU) as it relates 10 freight railroads.

AAR freight railroad members, which include the The North American Raif Network

seven U.S. Class I railroads as well as approximately
75 short line and regional railroads, account for the
yast majority of freight railroad mileage, employees,
and traffic in Canada, Mexico, and the United States‘..
Amtrak and several commuter railroads are also
members of the AAR.

Our nation’s growth and vitality have always
been closely tied to transportation. Today, our freight -
transportation networks are, in aggregaté, the best in the world, providing both a tremendous
compeﬁtive advantage for our farmers, manufacturers, and other businesses in the global
economy as well as a means to significantly improve our residents’ standard of living.

That said, it is clear that the nation’s transportation system is overburdened, and 1
congratulate and thank members of this committee and others in Congress and the
Administration for recognizing this point and seeking ways to fix it. For their part, freight
railroads stand ready and determined to work cooperatively with you, other policymakeré, rail
customers, rail employees, and others to help ensure that our nation has the capability to |
transport goods and people safely, efficiently, and cost-effectively now and in the future.

The AAR respectfully suggests that policymakers have a key role to play. They should

support policies that help ensure that adequate rail capacity exists to meet America’s future
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transportation needs and that the tremendous public benefits resulting from more freight and
people moving by rail are realized. By the same token, policymakers should refrain from
implementing policies that would make it more difficult for railroads to operate fatrly and
effectively in the transportation marketplace. Unnecessary and counterproductive legislation and
reguiatidn should be avoided, uncertainties that lead to restricted rail reinvestments should be
removed, and policies that have worked well in the past to promote transportation safety and
efficient transportation choices should be sustained.

In addition, it is critical that policymakers retain the existing balanced regulatory system
that protects shippers against unreasonable rail pricing (where shippers do not have competitive
options) while allowing railroads to largely decide for themselves how to manage their opera-
tions. Balanced regulation has made it possible for America’s freight rail industry to become, in

the words of The Economist, “universally recognized in the industry as the best in the world.”'

Freight Railroads Are a Vital Link to Economic Growth

The U.S. freight railroad system is a sremendous national asset, serving nearly every
agricultural, industrial, wholesale, retail, and resource-based sector of our economy. O.ur
railroads move more freight, more efﬁcienﬂy; and at lower rates than any other freight rail
system in the world.

In fact, the cost efficiency of freight rail means that U.S. consumers and businesses pay
tens of billions of dotlars less in transportation costs than they otherwise would. A few years
ago, the American Association of State Highway and Transportation O‘fﬁciais (AASHTO)

estimated that if all freight rail traffic were shifted to trucks tomorrow, rail shippers would have

! The Economist, “High-speed Railroading: America’s System of Rail Freight is the World’s Best. High Speed
Passenger Trains Could Ruin 1t,” July 22, 1010,
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to pay an additional $69 billion per year ~— or $1.4 trillion over 20 years -— for less efficient
transportation alternatives. That figure is undoubtedly much higher today.
The recent recession significantly reduced freight transportation demand, but that’s only

temporary. Experts agree that over the long term, freight transportation demand will grow. The

Federal Highway Administration, for

Demand For Ereight Transportation To Rise Sharply
~ (Billions of Tons Transported in U.5)

example, recently reported that total

The U.8. DOT
projects a 61%
Increase in U.S.
freight demand
by 2040.

freight movements across all modes will 2010
rise from an estimated 16.9 billion tons in

2010 to 27.1 billion tons in 2040 — a 61 2040p
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percent increase.
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make sure the capacity to handle this traffic growth is in place. Moreover, rail customers will
continue to insist that railroads invest heavily in service-enhancing infrastructure. Demands for
use of ‘freightvowmd track by commuter and intercity passenger trains are mounting and will
continue to grow. And with highways becoming increasingly congested and demands to reduce
emissions, conserve fuel, and promote safety on the rise, pressure on railroads to provide relief
will only increase.

Unlike other transportation modes, freight railroads finance nearly all of their
infrastructure spending with private funds. Largely as a resuit of approximately $240 billion
spent on infrastructure from 1980 through 2010 and another $240 billion or so spent on
equipment, America’s freight rail network is probably in better overall condition today than ever
before. Moving forward, though, the high quality of the infrastructure must be maintained and

necessary investments must be made to meet the capacity and service challenges that lie ahead.
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The Benefits of Moving More Freight and People by Rail

When deciding on transportation—related issues, members of this committee and other
policymakers can choose t0 implement policies that eliminate uncertainties and would allow
more people and more. freight to move by rail, or they can choose to implement policies that
create or perpetuate uncertainties and would mean fewer people and less freight moving by rail.
We respectfully su.ggest that the proper choice should be clear. Making more and better use of
our nation’s rail assets makes good economic sense and represents sound public policy.

That railroads provide significant public benefits is beyond dispute. These include:

s Jobs and Economic Development. U.S. freight railroads provide the most efficient and
affordable freight rail service in the world, connecting businesses with each other across
the country and around the world and providing a huge competitive advantage for U.S.
firms in the global marketplace.

According to a U.S. Department of Commerce model of the U.S. economy, America’s
freight railroads generate nearly $265 billion in total economic activity each year
including direct, indirect, and induced effects. In addition to their own 175,000
employees, freight railroads sustain more than | million additional jobs at firms that
provide goods and services to railroads or that are recipients of spending by the
employees of railroads and their suppliers.
Millions of others work in industries that are
more competitive in the global economy thanks
to freight railroads’ affordability and
productivity. Railroads expect to hire tens of
thousands of employees in the years ahead to
replace workers who retire and fo handle
anticipated traffic growth.

s The Environment. On average, railroads are four
times more fuel efficient than trucks. In 2010,
U.S. railroads moved a ton of freight an average
of 484 miles per gallon of fuel — about the
distance from Washington, DC to Cincinnati,
Ohio. And since greenhouse gas emissions are
directly related to fuel consumption, moving
freight by rail instead of truck reduces green-
house gas emissions by an average of 75 percent.

° Highway Congestion. According to a recent
study by the Texas Transportation Institute,
highway gridlock costs the U.S. economy $115
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billion per year — and that’s just in wasted fuel and time. Lost productivity, cargo
delays, and other costs add tens of billions of dolars to this tab. Thus, highway
congestion constitutes an “inefficiency tax” that all of us pay. But a single train can carry
the freight of several hundred trucks. That means railroads reduce highway gridlock, the
costs of maintaining existing highways, and the pressure to build costly new highways.
That’s especially important now when government spending is under such severe
pressure.’

Poliution. Moving freight by rail rather than truck significantly reduces particulate,
nitrogen oxide, and other emissions. The Environmental Protection Agency recently
released new regulations that will mean even greater reductions in locomotive emissions.

Affordability. Adjusted for inflation, on average it cost shippers 51 percent Jess to ship
freight by rail in 2010 than in 1981 on a revenue per ton-mile basis. That means the
average rail customer today can ship twice as much freight for about the same price it
paid 30 years ago. Improvements in freight rail affordability over the years are due to
huge rail productivity gains that have largely been passed through to shippers in the form
of lower rates, and that would not have come about but for a reasonable regulatory
structure that allows railroads to compete fairly in the transportation marketplace while
protecting shippers against unreasonable railroad pricing. The affordability of freight rail
saves consumers billions of dollars each year and provides a major competitive advantage
for American firms in the global marketplace.

Expanded passenger rail. Freight rail provides the infrastructure on which most
passenger rail operations take place.

Safety. Railroads today are one of our nation’s safest industries. They have lower
employee injury rates than other modes of transportation and most other major industry
groups, including agriculture, construction, and manufacturing. Freight rail
transportation is associated with an estimated one-eighth of the fatalities of intercity
motor carriers per unit of freight moved. Railroads are continually working to further
improve the safety of their operations, but they're proud that 2010 was the safest year
ever for railroads, breaking the record set in 2009.

Rail Accident & Injury Rates Have Plunged RRs Are Safer Than Most Other Industries
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It is in our nation’s best interest to allow the major public benefits of freight rail to
continue to accrue as quickly as possible. A good way to help make sure this happens is by
ensuring that railroads and other transportation providers operate on a level playing field, by
eliminating uncertainties and modifying unreasonable regulations that currently hinder rail
investments, and by retaining key transportation programs that work well now and would

continue to work well in the future.

Importahce of a Level Playing Field

The competition railroads face in the transportation marketplace is fierce. Railroads
welcome this competition because they are confident that they provide the combination of price
and service attributes that their customers want. That said, competition should be the product of
free-market forces. In other words, the “playing ﬁeid” among transportation providers should be

Jevel. Unfortunately, that’s not always the case.

Truck Size and Weight

America’s freight railroads operate almost exclusively on infrastructure that they own,

build, maintain, and pay for themselves. Fro
! pay m Freight Railroad Infrastructure & Equipment

Spending Per Mile* ($000s)

- 1980 to 2010, they reinvested more than $480 $240
$220

Freight railroads are
- reinvesting record amaunts
back into their networks.

billion of their own funds — equivalent to about
$200

$675 billion in today’s dollars and equal to more | $160 +
$160 |
than 40 cents out of every railroad revenue dollar
$140
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By contrast, trucks operate on publicly financed highways, and as discussed below, the
taxes trucks pay do not come close to covering the costs associated with their use of the
infrastructure that the public provides.

Truck size and weight limits on federal highways were frozen by Congress in 1991,
fargely because of concerns about the safety of longer and heavier trucks and concerns about the
highway damage that heavy trucks cause. Over Eﬁe years, some groups have called for lifting the
freeze. Mosf recently, H.R. 763 (the so-called “Safe and Efficient Transportation Act”) in the
current Congress would raise the federal weight limit to 97,000 pounds for combination trucks
that add a sixth axle to the five such trucks usually have. |

From the railroads’ perspective, the key issue with truck size and weight is the amount of
damage done by trucks to our nation’s highways and how that damage is paid for. According to
the most recent U.S. Department of Transportation Highway Cost Allocation Study, combination
trucks weiéhing 80,000 to 100,000 pounds pay just half the cost of the damage they cause to our
highways.2 The study found that trucks weighing more than 100,000 pounds pay only 40 percent
of the damage they cause. The existing underpayment is in the billions of dollars and must be
covered by other taxpayers, not by the trucks that cause the damage.

As the Government Accountability Office has noted, “From an econoric standpoint, this
. distorts the competitive environment by making it appear that heavier trucks are a less
expensive shipping method than they actually are and puts other modes, such as rail and
maritime, at a disad.vantage.”3 And as the National Surfaée Transportation Policy and Revenue

Commission noted in a 2008 report, this violates a principle of highway taxation, dating back to

2 1.8 DOT Comprehensive Truck Size and Weight Study, August 2000. An update to the 2000 study is reportedly
forthcoming.

3 Government Accountability Office, “Frei.ght Transportation: National Policy and Strategies Can Help Improve
Freight Mobility,” GAO-08-287, January 8, 2008, p. 16.
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the creation of the Highway Trust Fund, that “different vehicle classes should be charged in
proportion to their conﬁibution to highway investment require1nents.”4

Relaxing truck size and weight fimits would make this inequity much worse because even
more freight would be transported by heavy trucks that don’t pay their cost responsibility.
Unless we want our highways to fall apart, this even-higher underpayment would have to be
made up by state and local governments, other motorists, or other taxpayers.

Bridges are a primary concern. Bridges are designed with a safety margin of ervor to
ensure against bridge failure. Heavier trucks erode that margin of error, increasing the number
of bridges that must be replaced, strengthened, orl posted. Adding axles does nothing to fix this
problem. Already, more than 146,000 highway bridges (some 24 percent of the nation’s total)
are structurally deficient or functionally obsolete.

Proponents of heavier trucks on our highways implicitly acknowledge the éxtra damage
such trucks would cause by agreeing that heavier trucks should pay extra taxes. Under H.R. 763,
for example, the annual federal “use tax” for heavier trucks would rise from the current $550 to
$800, an increase of $250. This additional tax is equivalent to just a few centson a per-gallon of
fuel basis — a woefully deficient amount to cover the costs associated with the damage 97,000
pound trucks would inflict on our.highways and bridges. According to a recent analysis of
FHWA data by Norbridge, a well-respected management consultancy, 97,000 pound trucks
would enjoy an average underpayment on the order of $1.17 per gallon of fuel they consume.

Increased truck weight limits would also lead to more freight carried by trucks and Iess
freight carried by trains, especially short line railroads. Traffic diversion would mean that

railroads of all sizes would have less money to reinvest in their privately—owhed networks. This

 National Surface Transportation Policy and Revenue Study Commission, Final Report, Chapter 5.
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would lead directly to reduced rail capacity. Traffic diversion would also harm the environment.
Already-overcrowded highways would become even more crowded, and since railroads on
average are four times more fuel efficient than truéks, diversion could increase fuel consumption
by hundreds of millions of gallons per year and lead to a corresponding increase in greenhouse
gas emissions.

It should be stressed that railroad opposition to increasing existing truck size and weight
limits should not be construed to mean that railroads are in any way “anti-truck.” Railroads fully
recognize the critical role trucks play in American commerce, and railroads value deeply the
transportation partnerships they’ve forged with motor carriers all over the country. That should
not detract, however, from the fact that raising allowable truck weight limits would give trucking
companies a free ride that would have to be paid for by other highway users, other taxpayers, and
railroads. Public policies which permit heavy frucks to operate while avoiding their full cost
responsibility are inefficient from an economic point of view and unfair from a competitive
equity standpoint. Unless trucks pay their full costs, existing weight limits should not be

changed.

Importance of Regulatory Certainty and Reasonableness

In January 2011, President Obama announced that he is ordering a government-wide |
review of regulations that stifle our nation’s economic cémpetitiveness and job creation. The rail
industry welcomes this review because there are a number of existing rail-related fegulations' that
are either unjustified on the basis of cost-benefit analysis or that simply serve no useful purpose.
Money the rail industry is forced to spend to adhere to these regulations, a couple of which are

discussed in more detail below, could be spent far more productively somewhere else. in other
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areas, railroads face unnecessary uncertainty that serves as a disincentive to further investments.

A few examples of these are discussed below as well.

Positive Train Control

I discussed the PTC issue in significant detail at this committee’s March 17, 2011 hearing
on the Rail Safety Improvement Act of 2008. For the purposes of this testimony, suffice it to say
that even using the Federal Railroad Administration’s estimates of the cost of installing and
maintaining PTC systems — and the railroads believe the FRA’s cost estimates are far too low
__ railroads will incur approximately $20 in PTC costs for each f-Bl in PTC safety benefits.”
Moreover, the FRA’s final rules implementing the PTC-related provisions of the RSIA impose
onerous and unjﬁstiﬁed requirements on railroads that are not consistent with the underlying
statute or sound application of cost-benefit analysis. This is important because thé cause of
safety will not be advanced if resources are directed to programs or requirements that do little to
improve safety, or if government mandates syphon resources that would have a more pronounced
impact on safety improvements if spent elsewhere.

As we noted in our testimonyl on March 17, railroads are committed to meeting the 2015
deadline for implementing PTC, but it will be an enormous technical and financial undertaking.

At the very least, to help railroads fund the huge costs associated with PTC, Congress should
pass legislation that provides tax ‘ncentives for rail revitalization that could be applied to the cost

of installing PTC.

5 According to the FRA, rajlroads will have to spend around $5 billion just to install PTC. As of this writing,
raiiroads think a more realistic estimate of installation costs is $5.8 billion for freight railroads and another $2.4
billion for passenger railroads. Both the FRA and the railroads agree that PTC will require fndreds of millions of
dotlars each year to maintain. Estimating PTC implementation costs is so difficult primarily because PTC is still an
emerging but exiremely complex technology that is untested in terms of a real-world, day-to-day, multi-railroad
environment.
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92-Day Locomotive Inspection

Another example of a regulation that should be modified regards locomotive inspections.
Under existing regulations, the FRA requires railroads to inspect locomotives daily and to
perform a much more comprehensive inspection every 92 days. In 2002, the AAR estimated that
thé 92-day inspection cost Class 1 railroads approximately $350 million annually, and the daily
inspections approximately $60 million annually

The concept of daily and periodic inspections dates back to the steam engine era. It may
have been necessary for safety purposes then,
but it is not now. Accidents attributable to
locomotive defects are extremely rare — there
were just 18 in 2010. Furthermore, no one
can point to an analysis of the usefulness of

the detailed inspection requirements in

reducing locomotive accidents. In fact, AAR
believes that no showing can be made that the daily and periodic ihspections are necessary to
keep the number of accidents attributable to locomotive defects low or to reduce them further.

The modern diesel locomotive is very different from the steam locomotive and even from
diesel locomotives manufactured 30 years ago. Today’s locomotives are equipped with
sophisticated self-diagnostic technology. Engines are monitored continuously. Better sealants
and gaskets have led to fewer leaks, and safety appliances such as handholds and steps are more
securely attached to locomotives. Defect detectors along the tracks also help monitor locomotive
health. Importantly, today’s locomotives are designed for semi-annual maintenance, not

quarterly maintenance. Thus, neither safety nor mechanical considerations support a 92-day
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periodic inspec‘cion.6 1t is clearly time to revisit the concept of daily and 92-day tocomotive

inspections.

Transport of Hazardous Materials

An area in which railroads face extreme uncertainty is the transport of hazardous
materials, especially “toxic inhalation hazard” (TIH) materials. Under existing law, railroads
have a “common carrier obligation” to carry TIH materials. This means that, under most
circumstances, a railroad must transport TITH mate‘rials if a shipper asks it to, whether the railroad
wants to or not. By contrast, trucks, barges, and airlines can refuse to transport these materials.

The problem is that every time a railroad transports TIH materials, it faces potentially
 ruinous liability risks if an inadvertent TIH release were to
occur. In fact, history demonstrates that railroads can be
subjected to multi-billion dollar liability claims for personal
injury and property damage even when they do nothing
wrong and are not the cause of a TIH release.

By forcing railroads to carry an excessive Hability

burden, the existing system insulates manufacturers and users

of TIH materials from many of the risks they create. The
existing system aiso forces railroads to assume risks they would not assume on their own without
sufficient protection against those risks.

As long as railroads are forced to transport TIH materials, policymakers should address

the enormous risks railroads are forced to assume. Policymakers can do this, among other ways,

© Tt s interesting to note that Transpori Canada, which serves a similar purpose in Canada as the FRA does in the
United States, does not require daily or periodic inspections, relying instead on inspections of locomotives as they
are placed in trains. The rail operating environment in Canada does not differ in any relevant respect from the
operating environment in the United States.
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by creating a statutory liability cap for railroads. Another option is to create a fund, to which
producers and end—u;sers of TIH méteriais would contribute, to pay for damages above a certain
amount, similar to “Price-Anderson” protections in the nuclear energy industry.

Railroads are not asking to be free from all liability related to TIH transport. Rather, they
believe that those responsible for making and selling these dangerous chemicals, as well as those
who benefit from their use, should share in the added liability and costs associated with

transporting them.

Passenger Rail Challenges

Freight railroads provide the foundation for passenger rail. Each year, tens of millions of
passenger trips are taken on passenger trains operating on tracks owned by freight railroads. But
because America’s economic health and global competitiveness would suffer if freight railroads

were impaired by moving passengers on their tracks, great care must be taken going forward to

&

ensure that the growth of passenger rail

complements, rather than detracts from, the
growth of freight rail.

An essential element of this is to ensure
that freight railroads have adequate liability
protection. An accident involving a passenger
train on freight-owned property, though rare, could involve major casualties and potentially
ruinous Hability claims against the freight railroad. Because of this risk, freight railroads must be
adequately protected from liability that results from the presence of passenger trains and that
freight railroads would not have but for the presence of passenger trains. Legislation now before

Congress would raise the existing $200 million liability cap for all parties in the case of an
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accident involving passenger trains to $275 million. This legislation instills additional
uncm‘tainty thrat could end freight and passenger railroad cooperation in new passenger rail
operations that involve freight-owned assets. Furthermore, legislation containing retroactive
provisions could have a negative impact on both existing and new passenger rail operations.

In addition, freight railroads'are also being asked to help facilitate the introduction aﬁd
expansion of higﬁ—speed rail in corridors across the United States. The freight railroads support
high-speed rail service where it makes economic sense: where the ridership exists, where it can
be done safely, and where it does not disrupt service to freight customers. The most successful
high-speed rail cor\ridors in the world are those that are separated, sealed (i.e., no highway-rail

grade crossings), and dedicated solely to high-speed rail service.

Freight Fund

Proposais have been made to create a federal “freight fund” to finance the federal share
of publicly supported freight-related projects. Railroads do not support freight fund proposals
that would require freight railroads or rail shippers to pay into such funds.

As noted above, unlike airlines, trucks, and barges, freight railroads already pay the vast
majority of the costs of building and maintaining their infrastructure. It wouldn’t make sense for
railroads or their customers to pay into a “freight fund,” only to have the government dole the
money — minus inevitable bureaucratic costs —- back out. Railroads should not be required to
assess or collect fees going into a freight fund, and no state and local government should impose

such fees unless the parties involved agree otherwise.

Safety User I'ees

Safety in most U.S. industries is regulated by the Occupational Safety and Health

Administration, an agency of the U.S. Department of Labor. Safety in the rail industry, however,
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is regulated mainly by the Federal Railroad Administration, an agency of the U.S. Department of
Transportation. Today, funding for both OSHA and the FRA come from general appropriations.

For the FRA, it wasn’t always this way. From 1991 until 1995, railroads paid fees to the
ERA to cover many of the costs assocjated with the FRA’s rail safety program. Total railroad
payments during this period were approximately $159 million, equivalent to around $190 million
in today’s dollars.

Recognizing that these fees were unfair taxes in disguise, Congress eliminated them in
1995. Since then, there have been severéi legislative efforts to reintroduce the fees and expand
their scope. Most recently, in its proposed 2012 budget, the Administration calls for the
reintroduction of the FRA fees at a rate of some $80 million per year. Each time since 1995 that
FRA safety user fees have been proposgd, key Congressional committees - acting on a
bipartisan basis — have rejected them.

Railroads respectfully suggest that safety “user fees” were a bad idea when they were in
place and would be a bad idea again:
. OSHA regulates workplace safety for most U.S. industries, but those industries do not

pay user fees to OSHA. Thus, equity alone dictates that railroads should not have to pay
safety “user fees” to the FRA.

» FRA “user fees” are nothing more than taxes in disguise, an attempt to shift to private
industry the costs of government regulation designed to achieve public goals.

J Railroads already know that operating safely is their highest priority. Imposing safety
“yuser fees” would not change this. Nor would it add any incentives to operating safely
that railroads don’t already have.

° The imposition of FRA “user fees” would make it that much harder for railroads to afford
the new capacity they will need to meet America’s growing freight transportation needs
in the years ahead. This would be a serious problem at any time, but it would be an
especially serious problem today when railroads are being called upon more than ever to
help achieve key policy goals (such as reducing highway congestion and cutting fuel
consumption and air poliution) and when the pressure to reduce government spending on
just about everything — including transportation infrastructure - is greater than it has
been in many years.
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" Tax Incentives to Expand Rail Capacity

As they do today, freight railroads in the future will continue to pay essemially' all the
costs of their tracks, bridges, tunnels, and other infrastructure. However, there is a gap between
the socially-optimal level of rail capacity and what railroads are likely to be able to afford on
their own.

A sensible way to bridge the gap is to enact legislation that provides tax incentives for
projects — such as new track, bridges, tunnels, and intermodal facilities -— that expand freight
rail capacity. All businesses that make capacity-enhancing rail investments, not just railroads,
would be eligible. Costs associated with the recent unfunded Congressional mandate for

railroads to install PTC systems should also be eligible for the tax incentive.

Keeping Programs That Work Well

Several key transportation programs work well now and would continue to work well in

the future, and thus should be included in new surface transportation reauthorization legislation.

Grade Crossing Safety ‘The Grade Crossing Collision Rate Has
. L fallen Every Year Since 1978
Grade crossing collisions have fallen sharply . (Collisions Per Million Train-Miles)
over the years. In fact, from 1980 through 2010, the {14
12
pumber of grade crossing collisions fell 81 percent, |40
' 8
injuries associated with collisions fell 79 percent, .
and fatalities fell 69 percent. The grade crossing 4 E !
2

collision rate has fallen every year since 1978. 0
5082 '84 '86 '68 '00 ‘92 '94 '96 '98 ‘00 10204 060810
2010 Is prefminary. Source; FRA

One of the reasons for this impressive
improvement is the federal “Section 130” program. This program, which is named after a

provision in an earlier federal highway Eili, provides federal funds to states and local
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governments to eliminate or reduce hazards at highway-rail grade crossings on public highways.
According to the FRA, since its inception the Section 130 program has prevented tens of
thousands of injuries and fatalities. Current set~a§ide funding is approximately $220 million per
year. The vast majority of Section 130 funds have been spent on the instaliati-on of new active
warning devices such as lights and gates, upgrading existing devices, and replacing or improving
grade crossing surfaces.

Without a set aside program, grade crossing needs would likely fare very poorly in
competition at the state level with more traditional highway needs, such as highway capacify
expansion and maintenance. In fact, the primary reason that a separate grade crossing safety
improvement program was begun in 1974 was that highway safety, and especially crossing
safety, received limited priority for available highway dollars.

Operation Lifesaver, a nationwide non-profit with chapters across the country, educates
the public about the dangers of grade crossings and the hazards of trespassing on railroad
property. It receives significant funding from railroads and other sources, as well as funding
from the U.S. Department of Transportation. Federal support of Operation Lifesaver should
continue.

The AAR and AASHTO earlier this week wrote a joint letter to this Committee urging
the retention of the Section_lSO program and funding for Operation Lifesaver. A copy of that

letter is attached to this testimony as Appendix 1.

Short Line Tax Credit

H.R. 721 (the “Short Line Railroad Rehabilitation and Investment Act of 20117) in the
current Congress would extend the “Section 45G” short line railroad tax credit. Originally

enacted in 2004, Section 45G creates a strong incentive for short line railroads to invest private

Page 17 of 20



sector dollars on freight railroad track rehabilitation and improvements. The credit is capped
based on a mileage formula and is currently scheduled to expire at the end of the current 2011
tax year. Freight railroads respectfully urge members of this committee and other members of

Congress to unite in support of legislation to extend this important credit.

The Congestion Mitigation and Air Quality Improvement Program (CMAQ)

The CMAQ program is intended {o reduce transportation-related emissions by providing
state transportation departments and local governments flexible options to fund emission
reduction strategies. Over the years, CMAQ funds have been used to support the use of public
transportation; promote efficient traffic movement; support educational campaigns; promote
ride-sharing, bicycling, and pedestrian programs; fund automobile inspection and maintenance
programs and fleet conversion efforts; and many other purposes.

Over the past few years, CMAQ has funded a few rail-related projects. A greatet focus
on freigﬁt«»related projects would allow states o undertake innovative projects that accomplish
CMAQ’s goals, including use of CMAQ funds for environmental mitigation around railroad

yards.

State and Locai Freight Planning

Transportation projects that involve federal funds are prioritized by state planning
organizations and, in the case of urban projects, by metropolitan planning organizétions (MPOs).
The planning process is very useful, allowing for continuing, cooperative efforts by local
stakeholders to achieve effective fransportation so}utioﬁs. Unfortunately, transportation planning
typically focuses almost exclusively on moving passengers, with scant attention paid to freight.

To address this deficiency, Congress should continue to encourage planning organizations to
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consider freight transportation needs, including railroad projects and intermodal projects, more

fully in their planning.

Public-Private Eartnerships for Rail Infrastructure Projects

' Today more than ever, America needs safe, affordable, and environmentally sound
transportation options. Public-private partnerships combine public and private resources for
specific projects to help malke this happen.

With public-private partnerships, the public entity
devotes public dollars to a project equivalent to the public
benefits that will accrue. The private railroads contribute
resources commensurate with the private gains expected to
accrue. The result is a substantial expansion of the universe of
projects that may be undertaken to the benefit of all parties.

Since railroads contribute funding commensurate with the

benefits they receive, public-private partnerships are not
“gibsidies” to railroads. In some partnerships, public entities and private railroads both
contribute to a project’s initial investment, but the railroad alone is responsible for funding future
maintenance to keep the project productive and in good repair. Continued use of public-private

partnerships would allow additional worthwhile projects to go forward.

Conclusion
The reauthorization of SAFETEA-LU presents a great opportunity for policymakers to
encourage more freight to move by rail — and therefore generate more of the huge public

benefits that freight railroading brings.
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In the years ahead, meeting our nation’s transportation demands will be a tremendous
challenge. Meeting this challenge — while minimizing congestion and emissions and
maximizing safety and energy efficiency — will be a critical and difficult task. 1f not done
effectively, it will weigh heavily on our nation’s productivity and quality of life. Enhanced
freight rail transportation must be part of the solution. While railroads have made tremendous
strides in improving their ability to serve their customers efficiently and reliably, meeting the
daunting challenges of operating a rail system capable of addressing future needs will require
effective public policies that éupport those goals. Freight railroads look forward to working with
this committee, qthers in Congress, and other appropriate parties to develop a surface

transportation reauthorization which best meets this country’s transportation needs.
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Aprit 5, 2011

The Honorable John L. Mica

Chairman

Transportation and Infrastructure Committee
.5, House of Representatives '
Washington, D.C. 20515

The Honorable fohn 1. Duncan

Chairman

Highways and Transit Subcommittee
Transportation and Infrastructure Committee
{1.5. House of Representatives

Washington, D.C. 20515

Dear Congressmen:

ASSOCIATION OF
| ANMERICAN RAILROADS

The Honorable Nick 1. Rahal

Ranking Member

Transportation and Infrastructure Committee
U.S. House of Representatives

Washington, D.C. 20515

The Honorable Peter A, DeFazio

Ranking Member

Highways and Transit Subcommittee
Transportation and infrastructure Committee
U.5. House of Representatives

Washington, D.C. 20515

On behalf of our qr’gan'iiaticms —the American Association of State Highway and Transportation Gfﬁ'ci:als
{AASHTO) and_‘t:he Association of American Railroads {AAR} —we are opposed to proposals to eliminate
dedicated funding for the section 130 highway grade-crossing safety program. Both AASHTO and AAR

believé that funding for this program should remai

1 as g set-aside program. 1t fulfifis unique function in

addressing both safety and productivity ther;tix;es relating to intersections between the highway and
railroad modes. We continue to support the program in its current form and funding level, or at a level

" proportionate to the funding level of the reauthorized surface transportation program.

The Highway Safety Act of 1973 created Section 130 to enhance safety at highway-rail at-grade
crossings. Under the program, at least 4220 million has been apportioned each year to states for

installing new warning devices, upgrading existin
surfaces. The Federal Highway Administration est

¢ devices, and replacing and improving grade-crossing
ivates that over 10,500 lives have been saved and an

estimated 51,000 serious injuries avoided through this program since its inception in 1974.
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Armong the factors politing T program Success i« the dramatic reduction in grade-crossing eattisions
that have occurred, Let's look at the rosuiting statistics:

s in 1978, thers were roughly 14,000 grade-ceossing collisions; bn 200% that number dropped to
some 1,900 collisions. _
« Fatalities dropped from 1,178 i 1676 1o Just under 250 in 2009,
. Injuries dropped from 2 high of weer 4,600 in 1977 to just over 700 in 2008,

Eliminating the funding for the Section 130 prograrm and thus effectively eliminating the ps‘égrﬁm would
dsk reversing these remarkabie safety gams,

Addirionally, AASHTO and AAR support the continued finding of & coordinated national Operation
fifesaver progesm through the Highway Trust Eund, ow authorited at an annual foved of S560,000.
This public information and educstion program is an essential too! in the prevention of motor vehicle
accidents, injuries and fatalities at highway-rafl at-grade crossings and provides some essential grant
funding, guidance, and expertise to stale programs. With forecasts ealling for a substantial boost in the
smotint of freight and the numbers of passengers 1o move twy rail in the near future, safeguarding
American padestrians and motorists sround raitroad crossings remains of urgent and paramount
Irmportance.

Finally, AASHTO and AAR propose increasing the maximum smounts payable in incentives for
permanently closing highway-rail at-grade crossings from 57,500 per location to a Maximum arnpourt
equal to one-half of the setimated cost of the signal or crossing improvement project. Under this
change, the doliar-for-dollar raitroad riageh should be retained 2s an option, buknot as @ requirenent
for the states. The Federat funds would continue 1o be fimited to safety-refated purposes, and allowing
the raflroads to participate In such projects th rough contribution of in-kind services, assats, oF cash
would provide mors flexibility to ruilroads and to states and bring additionsl value through the program
tor sustainable highway and raflroad crossing safoty improvements, '

Don't peralize saccess and risk losing the unique value and importance of the Section 130 program.
AASHTO and AAR urge you to support the continued dedicated funding for the Section 130 grade-
crossing program and Operation tifesaver. Let's continue to build on our work 10 date to further enable
thie states and raffroads %o carey out the important ission of improved highway-rall crossing safety .

sincerely,

S

e 0 ooty
Edward R, Hamberger =

58 Sresident and CEC

American Assoclation of State Highway Assoeiation of American Ralroads

sad Transportation Officials

o
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April 5, 2011

The Honorable John L. Mica

Chairman

Transportation and Infrastructure Committee
U.S. House of Representatives

Washington, D.C. 20515

The Honorable lohn J. Duncan

Chairman

Highways and Transit Subcommittee
Transportation and infrastructure Committee
U.5. House of Representatives

Washington, D.C. 20515

Dear Congressmen:

ASSOCIATION OF
| ANERICAN RAILROADS

The Honorable Nick J. Rahall

Ranking Member _
Transportation and lafrastructure Committee
U.S. House of Representatives

Washington, D.C. 20515

The Honorable Peter A. DeFazio

Ranking Member

Highways and Transit Subcommittee
Transportation and Infrastructure Committee
U.S. House of Representatives

Washington, D.C. 20515

On behalf of our organizations — the American Association of State Highway and Transportation Officials
" (AASHTO) and the Association of American Raifroads (AAR) —we are opposed to proposals to eliminate
dedicated funding for the section 130 highway grade-crossing safety program. Both AASHTO and AAR
believe that funding for this program stiould remain as a set-aside program. It fulfills unique function in
addressing both safety and productivity objectives relating to intersections between the highway and
railroad modes. We continue to support the program in its current form and funding level, or at a level

" proportionate to the funding level of the feauthorized surface transportation program.

The Highway Safety Act of 1973 created Section 130 to enhance safety at highway-rail at-grade
crossings. Under the program, at least $220 million has been apportioned each year to states for
installing new warning devices, upgrading existing devices, and replacing and improving grade-crossing
surfaces. The Federal Highway Administration estimates that over 10,500 lives have been saved and an
estimated 51,000 serious injuries avoided through this program since its inception in 1974.
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Among the factors pointing to program success is the dramatic reduction in grade-crossing collisions
that have occurred. Let’s fook at the resulting statistics:

s In 1978, there were roughly 14,000 grade-crossing collisions; in 2009 that number dropped to
some 1,900 collisions.

= Fatalities dropped from 1,178 in 1976 to just under 250 in 2009.

e Injuries dropped from a high of over 4,600 in 1977 to just over 700 in 2003.

Eliminating the funding for the Section 130 program and thus effectively eliminating the program would
risk reversing these remarkable safety gains.

Additionally, AASHTO and AAR support the continued funding of a coordinated national Operation
Lifesaver program through the Highway Trust Fund, now authorized at an annual level of $560,000.
This public information and education program is an essential tool in the prevention of motor vehicle
accidents, injuries and fatalities at highway-rail at-grade crossings and provides some essential grant
funding, guidance, and expertise to state programs. With forecasts calling for a substantial boost in the
amount of freight and the numbers of passengers to move by rail in the near future, safeguarding
American pedestrians and motorists around railroad crossings remains of urgent and paramount

importance.

Finally, AASHTO and AAR propose increasing the maximum amounts payable in incentives for
permanently closing highway-rail at-grade crossings from $7,500 per location to a maximum amount
equal to one-half of the astimated cost of the signal or crossing improvement project. Under this
change, the dollar-for-dollar railroad match should be retained as an option, but not as a requirement
for the states. The Federal funds would continue to be limited to safety-related purposes, and allowing
the railroads to participate in such projects through contribution of in-kind services, assets, or cash
would provide more flexibility to railroads and to states and bring additional value through the program
for sustainable highway and railroad crossing safety improvements.

Don’t penalize success and risk losing the unique value and importance of the Section 130 program.
AASHTO and AAR urge you to support the continued dedicated funding for the Section 130 grade-
crossing program and Operation Lifesaver. Let's continue to build on our work to date to further enable
the states and railroads to carry out the important mission of improved highway-rail crossing safety .

Sincerely,

lo /Horsley J/ ' Edward R. Hamberger
Ed¢eutive Director President and CEO
American Association of State Highway Association of American Railroads
And Transportation Officials '
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The Honorable Barbara Boxer

Chairman

Environment and Public Works Committee
United States Senate

Washington, D.C. 20510

The Honorable Max Baucus

Chairman

Transportation and infrastructure Subcommittee
Environment and Public Works Committee
United States Senate

washington, D.C. 20510

Dear Senators:

“\ ASSOCIATION OF
| AMERICAN RAILROADS

The Honorable James Inhofe

Ranking Member

Environment and Public Works Committee
United States Senate

Washington, D.C. 20510

Thé Honorable David Vitter

Ranking Member

Transportation and infrastructure Subcommittee
Environment and Public Works Committee
United States Senate

Washington, D.C. 20510

On behalf of our organizations — the American Association of State Highway and Transportation Officials
{AASHTO) and the Association of American Railroads (AAR} — we are opposed to.proposals to eliminate
dedicated funding for the section 130 highway grade-crossing safety program. Both AASHTO and AAR

believe that funding for this program should remain

as a set-aside program. it fulfills unigue function in

addressing both safety and productivity objectives relating to intersections between the highway and
‘ railroad modes. We continue to support the program in its current form and funding level, orata ieve_!
proportionate to the funding level of the reauthorized surface transporiation program.

The Highway Safety Act of 1973 created Section 130to enhance safety at highway-rail at-grade
crossings. Under the program, at least $220 million has been apportioned each year to states for
installing new warning devices, upgrading existing devices, and replacing and improving grade-crossing
surfaces. The Federal Highway Administration estimates that over 10,500 lives have been saved and an
estimated 51,000 serious injuries avoided through this program since its inception in 1974,
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Among the factors pointing to program success is the dramatic reduction in grade-crossing cotlisions
that have occurred. Let’s look at the resulting statistics:

e |n 1978, there were roughly 14,000 grade-crossing collisions; in 2009 that number dropped to
some 1,900 coliisions.

s Fatalities dropped from 1,178 in 1976 to just under 250 in 2009.

s Injuries dropped from a high of over 4,600 in 1977 fo just over 700 in 2009.

Eliminating the funding for the Section 130 program and thus effectively eliminating the program would
risk reversing these remarkable safety gains.

Additionally, AASHTO and AAR support the continued funding of a coordinated national Operation
Lifesaver program through the Highway Trust Fund, now authorized at an annual level of $560,000.
This public information and education program is an essential tool in the prevention of motor vehicle
accidents, injuries and fatalities at highway-rail at-grade crossings and provides some essential grant
funding, guidance, and expertise to state programs. With forecasts calling for a substantial boost in the
amount of freight and the numbers of passengers to move by railin the near future, safeguarding
American pedestrians and motorists around railroad crossings remains of urgent and paramount
importance.

Finally, AASHTO and AAR propose increasing the maximum amounts payable in incentives for
permanently closing highway-rail at-grade crossings from $7,500 per location to a maximum amount
equal to one-half of the estimated cost of the signal or crossing improvement project. Under this
change, the dollar-for-dollar railroad match should be retained as an option, but not as a requirement
for the states. The Federal funds would continue to be limited to safety-related purposes, and allowing
the railroads to participate in such projects through contribution of in-kind services, assets, or cash
would provide more flexibility to railroads and to states and bring additional value through the program
for sustainable highway and railroad crossing safety improvements, :

Don’t penalize success and risk losing the unigue value and importance of the Section 130 program.
‘AASHTO and AAR urge you to support the continued dedicated funding for the Section 130 grade-
crossing program and Operation Lifesaver. Let’s continue to build on our work to date to further enable
the states and railroads to carry out the important mission of improved highway-rail crossing safety .

Sincerely,

7 e O b

Johr/Horsley Edward R, Hamberger “
Esgcutive Director president and CEO
American Association of State Highway Association of American Railroads

And Transportation Officials
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EDWARD R. HAMBERGER
President and CEQ
Association of American Railroads

Ed Hamberger serves as President and Chief Executive Officer of the
Association of American Railroads (AAR). Mr. Hamberger has over thirty years
experience in public policy through his work in both the executive and legislative
branches of government, as well as his career as an attorney.

Prior to joining the AAR in July 1998, he was the managing partner of the
Washington, DC office of Baker, Donelson, Bearman & Caldwell. He came to the
firm in 1989 after having served as Assistant Secretary for Governmental Affairs
at the Department of Transportation.

Mr. Hamberger began his career in transportation in 1977 as General Counsel of
the National Transportation Policy Study Commission. In 1985, he was
appointed as a member of the Private Sector Advisory Panel on Infrastructure
Financing and in 1994 served as a member of the Presidential Commission on
Intermodal Transportation. Most recently, he served on the Blue Ribbon Panel of
Transportation Experts, appointed by the National Surface Transportation Policy
and Revenue Study Commission.

Mr. Hamberger received his Juris Doctor, and both a Master of Science and a
Bachelor of Science, in Foreign Service from Georgetown University.



