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ABOUT THE SERIES

Civitas Institute Public Policy Series

The purpose of the Civitas Institute Public Policy Series is to equip the
legislator, as well as the layman, with the tools necessary to understand
public policy in North Carolina. Toward this end, each guide does three things:
defines basic terms, answers essential questions, and provides a legislative
and political history regarding a particular policy area. Thus each guide
consists of three distinct sections — Key Terms, Q & A, and a year-by-year
Timeline — that can be used to easily find specific information on a particular
issue or time period. Detailed charts and graphs provide additional data for
those readers interested in learning more about select topics. Overall, the
guides provide a roadmap for the citizen legislator — and perhaps more
important, the average citizen — interested in learning more about essential

policy ideas and long-term trends.
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gshall be telling this with a sigh
Somewhere ages and ages hence:

Two roads diverged in a wood, and | —
| took the one less traveled by,

And that has made all the difference.
Robert Frost
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EXECUTIVE SUMMARY

Sometimes we complain about traffic congestion, potholes, and delays. But gener-
ally we take for granted the roads we drive on to and from work each day.We know
that roads are different from other goods and services.They are called common
goods and we fund them with taxes.
But how exactly do our roads get
paid for? How do they get planned
and built? Who gets what, where and
why? Why are some roadways con-
gested while others are empty? And
who should we complain to since we
can't take our business elsewhere?

North Carolina was once affectionate-
ly known as “The Good Roads State.”
After consistently ranking in the top
10 in terms of quality, safety and
congestion, the state’s transportation
ratings rapidly fell during the second
Jim Hunt (D) administration (mid-
1990s). Since that time, North Carolina’s transportation system has ranked in the
bottom half, hovering in the range of the 30s and 40s. As of 2004, North Carolina’s
transportation system was 36th overall, with specific component ratings as follows:

X Rural Interstate poor pavement - 39th

X Urban Interstate poor pavement - 35th

X Rural Primary poor pavement — 42nd

X Urban Interstate congestion — 48th

X Fatality Rate — 31st

X Deficient Bridges — 37th
During this same period — 1995 to 2005 — North Carolina’s transportation spend-
ing grew by nearly 50 percent, from $1.68 billion to $2.44 billion. Spending has

risen, in part, because North Carolina has experienced unprecedented growth over
the last 20 years. But how state authorities have responded to such growth is telling.
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In order to understand the big picture, this guide tells this tale in three parts:

X Part One is a series of Key Terms that should help familiarize readers with the
basic jargon and concepts of transportation policy.

X Part Two is a Question & Answer (Q&A) section designed to get to the heart of
transportation issues in North Carolina, including both problems and possibili-
ties for improvement.

X Part Three is a Timeline that lays out, in broad strokes, some major transporta-
tion policy-related events in the 20 years between 1985 and 2005.
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*Other” includes: public service roads, bridge replacement, spot safety, contingency, ferry, capital improvements, governor's highway safety,

railroad program, airports, public transportation, OSHA, non-system streets, motor carrier safety, FEMA, and administration.

The 20-year-period between 1985 and 2005 is a series of discrete events in the his-
tory of North Carolina transportation policy, but these make up a larger picture. Our
approach is to highlight these events chronologically to allow that overall picture
to form in the reader’s mind. But before we get started, certain trends and historical
threads are worth emphasizing.

Take, for example, the long, winding route that brings light rail to North Carolina.
Charlotte’s light-rail project began as a disparate set of ideas about transit improve-




ment that cropped up in the early 1990s. Governor Jim Hunt had begun pushing
intermodal transportation, emphasizing both intercity rail and mass transit within
cities. Prominent figures in Charlotte became enamored with rail projects in “world
class cities” like Portland, despite the expense and yearly subsidies. And the Triangle
had a vision of tracks linking its cluster of urban research centers and residential
areas. This confluence of events — studies, meetings and visions — has taken more
than a decade to realize.

And what of the story of the Highway Trust Fund (HTF), the most ambitious public
works project in North Carolina history? From its inauspicious beginnings in the
minds of a team formed around Governor Jim Martin in the late 1980s, to a matur-
ing fund with massive surpluses, to subsequent raids by Governor Easley and the
General Assembly — the HTF’s story crosses four administrations. Linked to the
HTF's history are mixed accounts of how public officials spend money on transpor-
tation in the state. At the time of its crafting, the HTF seemed like a technocratic
wonder. But over the years, its weaknesses would be exposed as surely as the weak-
nesses of those responsible for guarding it.

Of course, any timeline of North Carolina transportation issues cannot omit refer-
ences to scandal. Good old boy networks, dubious projects, quid pro quo arrange-
ments, political appointments, and patronage seem like permanent fixtures of
North Carolina’s Board of Transportation. These scandals give us only a glimpse

of how much has been wasted on unnecessary projects and ethical lapses, but a
glimpse nevertheless. Can the system be changed through reform? Or is such cor-
ruption inevitable?

Finally,images are often worth more than words, so we have included charts and
graphs to give readers an idea of various transportation trends. As one might imag-
ine, North Carolina spends more and more each year on transportation. The ques-
tion becomes: are taxpayers getting the most out of their money? National rankings
suggest no.

As we look back at some of the events that have carried us to the present time, we
should try to make sense of them as part of a larger narrative. For if we can, we may
find elements of state transportation policy worth keeping and elements better left
in the past. Indeed, we may even find a spark or insight that will light the way for
change.
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key terms

Bus Rapid Transit (BRT)

A general term given to various public
transportation systems that, through both
improvements in infrastructure (i.e. the buses
themselves) and scheduling, provide higher
quality services compared to ordinary bus
lines.The aim of BRT systems is often to
approximate the service quality of rail transit
while enjoying the cost savings and flexibility
of buses.

Charlotte Area Transit System
(CATS)

This public transportation system is managed
by the Charlotte-Mecklenburg Public Transit
Department, which is responsible for public
transportation issues in the greater Charlotte
metropolitan area. Officials with CATS have
succeeded in getting a light rail line built in
Charlotte, despite increasing expenses and
technical problems associated with the proj-
ect. CATS is currently working with local gov-
ernment in Charlotte to plan additional light
rail lines.The body’s agenda doesn’t end with
light rail, however:“An integral element of
[our] effort is proactive participation in virtu-
ally every facet of land use and development
planning in Mecklenburg County.” See also
Light Rail and TTA.

Division of Highways

Charged with planning, designing and main-
taining state roads, the Division of Highways
within the NCDOT is responsible for the
upkeep of one of the country’s largest intra-
state systems.

Division of Motor Vehicles (DMV)
Perhaps the most visible division of the
North Carolina Department of Transportation
(NCDQT), the DMV is responsible for licensing
motorists and registering vehicles. Fees from

these activities are allocated to the Highway
Fund and the Highway Trust Fund (HTF).The
DMV takes in about $550 million per year in
revenue, about $100 million of which goes
back to the DMV. See also NCDOT, Highway
Fund, and HTF.

Environmental Impacts
Assessment

An assessment of the likely ecological health
effects, risk to human health, and reduction
in nature’s benefits that may result from a
transportation project. The purpose of the
assessment is to ensure that decision-mak-
ers consider environmental impacts before
deciding whether to proceed with a new
project.The trouble with these assessments,
however, is that they can add both costs and
delays to projects, which affect the state’s
ability to keep up with economic and popula-
tion trends.

Equity Formulas

Or “equitability” formulas — uniform distribu-
tion measures set in statute that NCDOT uses
to allocate resources for road construction
projects around the state.The formulas are
meant to ensure that all seven North Carolina
super districts get fair and adequate funding
for new projects, including the four-laning

of highways in rural areas or loop construc-
tion in urban areas, depending on the super
district. While population is factored into the
main equity formulas, many analysts feel they
should be updated to include dimensions
such as congestion relief, or cost-effective-
ness (as determined by cost per vehicle-mile
served). At the time the formula was written,
the option of using vehicle miles traveled was
discussed but ultimately rejected in favor of
population.



Federal Highway Administration
(FHWA)

The federal body that sets national trans-
portation standards and directs federal
transportation funding for every state. About
one-third of the NCDOT budget — $1.1 bil-
lion — comes from the FHWA. In turn, North
Carolina’s transportation policy, particularly
with respect to interstate highways, is dic-
tated by federal guidelines such as those per-
taining to minimum safe speeds, controlled
access, and shoulder/median widths. State
taxpayers pay for this federal “assistance” pri-
marily through an 18.4 cent per gallon federal
gas tax (averaging around $25 billion per
year), which is then redistributed back to each
state.

GARVEE Bonds

Grant Anticipation Revenue Vehicle, or
GARVEE, bonds are bonds or notes repayable,
either exclusively or primarily, with future
federal-aid highway funds. These federal tax-
exempt financing mechanisms are designed
for funding state and municipal transporta-
tion projects. GARVEE bonds were authorized
in the National Highway System Designation
Act of 1995, which amended the Federal Aid
Highway Act to expand the eligibility of bond
and other debt instrument financing costs
for federal-aid reimbursement. While GARVEE
bonds represent a creative financing mecha-
nism for cash-poor states that need immedi-
ate resources, they can tie up federal funding
of future projects. See also SIBs and Tollways.

General Fund

Funds general needs, as opposed to specific
or restricted purposes, such as those proj-
ects funded by the Highway Trust Fund.The
General Fund is the central operating fund of
the state and accounts for about half of the
state’s total budgetary financing.The fund is
supplied by revenue from a wide variety of
taxes and fees, as well as money from judicial
fees, disproportionate share receipts, invest-

ment earnings and bonds, the tobacco settle-
ment, the Highway Fund, and the Highway
Trust Fund.

High-Occupancy Traffic Lanes
(HOT lanes)

HQOT lanes are pay-per-use lanes that include
variable pricing according to traffic condi-
tions. During high-traffic times, motorists can
pay to ride in HOT lanes (often HOV lanes
converted to accommodate paying users).
Because the price is determined by the flow
of traffic in the lane, motorists pay less if HOT
lane traffic is moving slowly, more if it's mov-
ing rapidly. See also HOV lanes.

High-Occupancy Vehicle Lanes
(HOV Lanes)

Designed to relieve traffic congestion and
encourage carpooling by providing a spe-
cially designated lane for cars with multiple
passengers. Some states use mixed HOV/HOT
lanes, allow single drivers of hybrid vehicles
to use HOV lanes, or designate HOV lanes
only during commute hours.The number of
passengers required to qualify for travel in an
HOV lane is generally two or three.In North
Carolina, the first HOV lane opened on I-77 in
the Charlotte area at the end of 2004.The I-77
HOV lanes operate 24 hours a day, seven days
a week, do not allow single drivers of hybrid
cars, and require two people per vehicle. See
also HOT lanes and ITS.

Highway Fund

Dedicated to supporting the operations
and capital construction needs of the North
Carolina Department of Transportation
(NCDOT) and related services, the Highway
Fund is derived from the following sources:
75 percent of fuel tax revenues, various fees
collected by the Division of Motor Vehicles,
and investment income from the existing
Highway Fund.The Highway Fund pays for
road maintenance and construction, the oper-
ations and capital needs of the Division of
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Motor Vehicles and the State Highway Patrol,
and other transportation-related functions.
While the Highway Trust Fund is focused on
construction, the greatest expenditures from
the Highway Fund are for road maintenance.
The Highway Fund also pays for some non-
DOT operations that were originally part of
the DOT, such as highway patrol and motor
carrier enforcement (now in the Department
of Crime Control and Public Safety), and
prison road crews. Under the auspices of the
Highway Patrol, the Highway Fund was also
used to pay for part of the development of
the proposed 800 MHz statewide emergency
communications network, VOICE. In addition
to roadwork, the NCDOT is directly respon-
sible for various matters related to aviation,
ferries, bikeways and walkways, bridges, pub-
lic transportation, and rail.

Highway Trust Fund (HTF)

Created in 1989 with the goal of rapidly
expanding North Carolina’s highway/road
system for economic development purposes,
the HTF is supplied by the following taxes and
fees, totaling $1 billion annually: 25 percent
of motor fuel and related tax revenues; a 3
percent highway use tax levied on title trans-
fers; various title and registration fees; and
investment income from the existing trust
fund.In 1996, voters approved an additional
$950 million in general obligation bonds to
support the HTF. By law, $170 million is trans-
ferred annually from the HTF to the General
Fund, but between 2001 and 2005 the gov-
ernor and the Legislature raided the fund to
subsidize other projects (See Moving Ahead).
The HTF was originally projected to be fully
funded at $8.2 billion by 2003 — triggering
the elimination of the tax increases that sup-
ply the fund. As of 2006, only half the original
mileage had been funded, at a cost to taxpay-
ers of $8 billion.

IMPACT
NCDOT's public information program for road
construction, IMPACT stands for Information

Excerpt from
Secretary Tippett's Remarks
Joint Subcommittee for Transportation
Appropriations
March 19, 2003

We are asking you to change Highway Trust Fund
restrictions to allow us to invest $700 million in
maintenance, modernization and public
transportation - bringing unprecedented safety and
mobility to the state's transportation system.

Currently, the law requires that Highway Trust Funds
must be used solely for expansion projects.

We will then sell $700 million in bonds already
approved by the voters to reimburse the Trust Fund.

...We will keep our commitment to Highway Trust
Fund projects using the Trust Fund's revenue
stream, which generates about $1 billion per year.

http:/fwww.nedot.org/public/speechesitranspappro03_03.htm

Management Public Affairs, Construction and
Traffic Control. The program has three pri-
mary goals according to NCDOT: 1) promote
safety in the work zone; 2) inform the public
of impacts from construction; and 3) provide
exceptional customer service. IMPACT uses
various communications strategies, including:
news releases to media outlets and interested
organizations; brochures, fliers, and posters
distributed to communities; construction
information meetings held in areas around
the state; news stories or interviews highlight-
ing work zone safety and specific project
impacts.

Industrial Access/Road Access Fund
Administered by NCDOT, this program pro-
vides funds for the construction of roads to
provide adequate access to new or expand-
ing industrial sites. Adequate access — nor-
mally determined by the type and volume of
traffic anticipated to be generated by a site

- may require construction of new roadways
or improvements to existing roadways.

Institute for Transportation
Research and Education (ITRE)

An academic nonprofit chartered by the
General Assembly to research issues pertain-
ing to transportation in North Carolina. In
2005, ITRE received nearly half its $10 mil-
lion funding from state (31 percent) and



federal (14 percent) contracts, with most of
the remainder coming from individual “pass-
through” projects. Housed at North Carolina
State University, the ITRE’s research includes
studies on bicyclers and pedestrians, environ-
mental impacts, and public transportation.
North Carolina and other states commission
the ITRE to look into issues of interest to both
leaders and concerned citizens.

Intelligent Transportation Systems
(ITS)

Intelligent transportation systems are primar-
ily aimed at integrating the needs and move-
ments of individual vehicles with a wider
transportation infrastructure. For example, ITS
technology can be used to link vehicles with
GPS devices to a HOT lane highway network
so as to automate the collection of user fees.
Motorists enter and exit the HOT lanes at spe-
cific locations where electronic readers iden-
tify the vehicle from an onboard transponder
and deduct charges from a prepaid account.

Interstate Highway System

The National Highway System includes a
subset of approximately 160,000 miles of
roadway comprising a network called the
Interstate Highway System.Championed by
the Eisenhower Administration, this freeway
network was created for both civilian and
military purposes. About 56 percent of the
construction and maintenance costs are fund-
ed through fees such as titles and licenses,
gasoline taxes (collected by states and the
federal government), and tolls. The remainder
of the cost is borne by the federal budget.
While Interstate Highways usually receive
substantial federal funding and must comply
with federal standards, they are owned, built,
and operated by the states in which they are
located. Primary interstates are given one- or
two-digit route numbers; auxiliary interstates
have three-digit numbers. East-west highways
are assigned even numbers (like 1-40); north-
south highways, odd (as in I-77).

Intrastate Highway System

In contrast to the federal interstate system,
which is both more heavily funded and
controlled by the federal government, the
Intrastate Highway System is limited to a
specific state. While intrastate projects some-
times receive federal subsidies, the system is
primarily funded and regulated by each state.
Although North Carolina ranks 11th in popu-
lation and 28th in total area, it has the second
largest state road system in the United States.
(Only Texas, which is ranked second in popu-
lation and second in total area, has a more
extensive system.) Yet much of the 78,000
mile network is relatively underused, with
just over 14,000 miles carrying 60 percent of
vehicle miles traveled. See also TIP and Urban
Loops.

Joint Legislative Transportation
Oversight Committee (JTLOC)

Select members of both chambers of the N.C.
General Assembly comprise this committee
established to oversee major transportation
projects. More recently, however, the JTLOC
has studied issues related to HTF mismanage-
ment at the executive level, as well as project
delivery problems within NCDOT. The JTLOC
meets during the interims between state leg-
islative sessions.

Light Rail

A form of urban rail transit that normally uses
less massive equipment and infrastructure
than other rapid transit systems like subways.
Projects planned initially for Charlotte and
Raleigh-Durham would offer light rail service
with the intention of relieving traffic conges-
tion. Charlotte’s $550 million, nine-mile project
is largely completed, but has been dogged

by technical and budgetary problems. After

11 years, Raleigh-Durham may be forced to
abandon its quest to build an $810 million, 28-
mile commuter line through Raleigh, Research
Triangle Park and Durham. Federal officials
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refused to subsidize the project after feasibility
studies demonstrated that the Triangle could not
sustain light rail due to the area’s relatively low
population density and low projected ridership.

Metropolitan Planning
Organizations (MPOs)

MPOs are the urban counterpart to North
Carolina’s rural planning organizations (RPOs).
These localized committees were formulated
to help the state’s major urban centers better
plan, communicate and fund needs unique
to their communities, such as loops, light rail,
and public transportation. The MPOs may
also contribute their own resources to certain
local projects. See also RPOs, Light Rail.

Moving Ahead

A 2003 statewide initiative by Governor
Easley — implemented by S.L.2003-383

— that funded relatively small road construc-
tion, reconstruction, bridge repair, and pub-
lic transportation projects with the goal of
improving roads and public transit to keep
pace with economic and population growth.
At the administration’s urging, the General
Assembly allocated $700 million for 2004
and 2005 to Moving Ahead. (Unspent portion
could be rolled into 2006). The plan allowed
for the $700 million to be spent from the
cash balance in the HTF, which would then be
replenished by issuing $700 million remain-
ing in bonds from a $950 million transpor-
tation bond passed by voters in 1996. (The
bond was issued to accelerate completion

of urban loops and pave secondary roads.)
Critics charge the bond sales were already
earmarked for HTF coffers and so were not
supposed to be used for Moving Ahead - a
diversion that effectively negated $700 mil-
lion of the voters'intentions for the original
bond.

North Carolina Department of
Transportation (NCDOT)

The primary executive agency responsible for

DID YOU KNOW?

North Carolina has the 2nd longest highway
system in the country, larger than California,
New York and 46 other states. Texas, with the
2nd largest population and land area,
ranks number one. North Carolina has the

10th largest population and 28th largest land area.

implementing transportation measures, con-
structing and maintaining highways, licensing
drivers, and registering vehicles. NCDOT is the
state’s primary recipient of funds from the
U.S. Department of Transportation (USDOT).
NCDOT divisions include: Aviation, Bicycle

& Pedestrian, DMV, Ferry, Highways, Public
Transportation, and Rail. See also FHWA.

Rural Planning Organizations
(RPOs)

Multicounty organizations, with both unique
and overlapping functions, that promote
comprehensive transportation planning, as
well as increased local involvement regard-
ing transportation decisions.The organi-
zations are the result of a 2001 General
Assembly mandate and are counterparts to
Metropolitan Planning Organizations (MPOs),
which focus on urban transportation needs.
North Carolina currently has 20 RPOs, with
Albemarle in eastern North Carolina being
the largest and Isothermal in western North
Carolina being the smallest. See also MPOs.

Smart Growth

An urban planning model that aims to cre-
ate communities that are more compact,
transit-oriented and environmentally friendly.
Advocates of smart growth wish to increase
urban density as a means of minimizing the
negative impact of “sprawl” on communi-
ties and the environment. The theory behind
smart growth is that keeping populations
concentrated in the center of a city prevents
rapid outward growth and suburban devel-



opment. Critics point out that smart growth
policies often result in increased regulatory
measures and higher prices that often hurt
low-income families living in urban centers.

State Infrastructure Banks (SIBs)
Investment funds created at the state or
multi-state level with funding from the fed-
eral government. Intended to provide states
with new financing capabilities, SIBs (also
known as capitalization grants) complement
other programs offered by the USDOT, offer-
ing a range of loan and credit enhancement
assistance options (like lines of credit), giving
states and municipalities maximum flexibil-
ity regarding project selection and financial
management.

Telecommuting

An employment arrangement in which
employees enjoy limited flexibility in working
location and hours. Since telecommuters are
often able to work from home offices via the
Internet, some traffic congestion is eliminated
as those workers never get onto roads.

Transportation Improvement
Program (TIP)

A formal planning document that outlines
the state’s major highway construction proj-
ects and balances anticipated construction
costs against projected revenues.The TIP
originated in a 1973 mandate by Governor
Jim Holshouser that NCDOT develop a tem-
porary “seven-year” transportation plan.
Subsequently, plans of cost-to-revenues pro-
jections have become a fixture of transporta-
tion policy, especially as federal rules require
all state transportation departments regularly
to compile such documents for major proj-
ects. North Carolina’s document, the TIP, is
updated every two years. Many projects in the
TIP are unfunded. Calvin Leggett - NCDOT'’s
chief planner - said about the state's TIP:“We
have $2 in projects for every $1 we have com-
ing in.”

Triangle Transit Authority (TTA)
Local government unit responsible for pub-
lic transport issues in Durham, Orange, and
Wake counties. It is governed by a 13-member
Board of Trustees, of whom 10 members are
appointed by local governments and three
are appointed by the secretary of NCDOT.
Specifically, the TTA was created in 1989 to
“plan, finance, organize, and operate a pub-
lic transportation system for the Research
Triangle area.” The TTA has three primary pro-
gram areas: bus service, rideshare service, and
transit planning. TTA has legislative authority
to levy a vehicle registration tax of up to $5
per registration and a tax on rental vehicles
of up to 5 percent of gross receipts (the latter
tax is to finance light rail).

Tollways

Or “turnpikes” are pay-per-use roads, often
administered by non-state entities in order
more rapidly to raise revenue for a project,
usually at the point of need. According to the
N.C.Turnpike Authority,“a projected $65 bil-
lion gap between transportation needs and
revenues during the next 25 years means

we will be able to meet less than half of

the state’s transportation needs.” So North
Carolinians face a choice:“find new sources of
funding that could speed the construction of
some critical highway projects or wait years,
perhaps even decades, until traditional
funds are available to build free roads.”
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Turnpike Authority

Non-major component unit (a legally sepa-
rate entity from the state of North Carolina)
created in 2002 to manage the design,
financing, operation and upkeep of turn-
pikes and tollways in the state.The General
Assembly established the North Carolina
Turnpike Authority to raise more private
money for faster delivery and funding of
transportation services and infrastructure.
Integrating toll roads has become increas-
ingly important to the North Carolina sys-
tem, particularly as a means of serving hard
to reach coastal areas like the Outer Banks.

Urban Loop

A curved roadway (loop) or series of
loops that either encircle or bypass large
urban centers, such as Charlotte (Outer
Beltway), Raleigh-Durham (Beltline) and

Wilmington (Wilmington Bypass). Also
known as “beltways,” these urban loops
are primarily funded by the HTF. Although
loops can relieve traffic congestion, they
are costly and can take a long time to
build. The TIP currently includes planned
or partially complete loops for Asheville,
Charlotte, Durham, Fayetteville, Gastonia,
Greensboro, Greenville, Raleigh, Wilmington
and Winston-Salem. See also HTF, TIP and
Moving Ahead.

Vehicle Miles Traveled (VMT)

The number of miles residential vehicles
are driven in a specified length of time,
generally a day or a year.VMT helps ana-
lysts determine road construction and
maintenance needs, predict future surface
demands, and estimate environmental
costs.




How are they funded?
Transportation

Projects

Funding for state transportation projects is derived from both state and federal sources.The
amounts vary annually, but 2005 offers a snapshot. In that year alone, state transportation planners
managed a budget that exceeded $3.5 billion. Of this, approximately $1.1 billion consisted of aid
from federal taxpayers, with the remaining $2.4 billion coming from state taxes and fees.

When we tally up all these funding sources, it means North Carolina takes in around $3.5 billion per
year in revenue for transportation.

State funding comes from four areas:
X MOTOR FUELS TAX. At 29.9 cents per gallon, N.C. has the highest state fuel excise taxes in the
Southeast and is second to Florida in overall state and local gas taxes.
X HIGHWAY USE TAX. A 3 percent tax collected on every vehicle title transfer. For 2005, revenue
from the highway use tax was $500 million.
X FEES.These include license fees, registration fees,

and title fees. According to 2004 data from the Office Transportation Revenue Sources

of State Management and Budget, transportation fees 2004-2005
were the equivalent of $30 for every man, woman and
child in North Carolina. (See the Highway Fund and HTF
. Licenses, Fees
under Key Terms and Question 4 below.) Other:
X INVESTMENT INCOME. Derived from interest on the $540 million
Highway Trust Fund and Highway Fund, which in 2005
brought in less than a tenth of transportation revenues.  Highway Use Taxes:
$580 million
The federal funding portion of the state’s transportation
budget comes from allocations distributed by the U.S. .
Department of Transportation (USDOT).Where does US- $1.1 billion
DOT get these funds? Gas taxes: the federal government
collects 18.4 cents per gallon of gasoline purchased. Each
state’s share of this pot is then redistributed back to the
states through both formulae and special funding re-
quests. Earmarks from congressional bills are also used to fund special projects.In 2005, for example,
Charlotte received $2 million in federal money to fund 15 miles of “greenways” (bike trails and parks)
in the Sugar Creek area. Beginning in 2004, federal redistributions to North Carolina have exceeded

$1 billion annually for those projects listed on the state’s Transportation Improvement Program (TIP).

For 2005, the federal government gave the state about $1.1 billion. NCDOT expects federal funds to
decrease over the next two-to-three years.
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HOW CAN IT BE DONE?
Making Roads More
Cost Effective

According to UNC-Charlotte professor David Hartgen, North Carolina doesn't need new taxes to fund
repairs of its deteriorating state highways. Instead, the state should end wasteful road projects, such
as the following highlighted in his 2004 study:
X A new exit and frontage road on I-40 at Newfound Road in Haywood County, constructed in
1995 for $4.9 million to serve just 500 vehicles per day.
X A new exit on US 64 in Edgecombe County at SR 1207, constructed in 1998 for $7.7 million,
serving just 800 vehicles per day.
X A two-mile widening of US 19/74 in Swain County from NC 28 to the Little Tennessee River, fin-
ished in 1992 for $21.7 million, serving 5400 vehicles daily.

Many new highway projects, such as widening urban roads and freeways or creating climbing lanes
(which allow slow vehicles to move over when going uphill), are generally worthwhile. Others, such
as new exits on rural free-

ways, new rural four-lane Hartgen Strategy for
arterials and some new Funding System Maintenance
freeways, are of dubious 349 Major Capital Maintenance Program 1990-2002
value because they serve so Projects (820.5 billion)
few cars. $7.3B Direct 50 Least Cost-Effective Projects
Resources to Maintenance

CE ($2.5 billion)
On .avera.ge, major hlghway 1 $ 2.5B saved from 50 least CE projects
projects in North Carolina 5.34
cost about 2.7 cents per
vehicle-mile served, but 2.67
they vary widely in effec- | |
tiveness. According to TIP + Loop Other Maintenance Program
Hartgen, if a given project $13.5B $1.4B $5.5B
costs more than 5.3 cents

per vehicle-mile (a standard

roughly twice the state average) officials should consider delaying or even foregoing the project
altogether. Why use this threshold? First, says Hartgen, had state leaders done so between 1990 and
2003, North Carolina could have saved an estimated $2.5 billion, making any new transportation
taxes unnecessary. Second, Hartgen calculated a mock deferral of expensive (exceeding the 5.3 cost-
point) projects and found that no particular part of the state would have been unduly burdened.
Indeed, most of the projects that exceed the cost-point are unnecessary exits and additional lanes
in rural areas throughout the state.

In addition to eliminating unnecessary and expensive projects, transportation officials can do some
other things to save money:
X Review all Highway Fund diversions and non-road expenditures so that revenues intended for
highways are spent on highways. (Q & A #3)
X Explore more innovative financing options such as HOT lanes, tollways and infrastructure
banks. (Q & A #8)



X Streamline impact studies.

X Evaluate public transit projects based on cost and potential ridership. (Q & A #7)

X Revise the formulas for highway funding so that new construction is dictated by demand, not
by “equitability” criteria or special interests. (Q & A #5 and 6)

In short, if officials turn their priorities back to maintenance, meeting traffic demand, and finding
creative, cost-effective solutions, North Carolina can be the good roads state once again.

WHERE HAS THE MONEY GONE?
Highway
Trust Fund

The North Carolina Highway Trust Fund was established in 1989 to fund select road construction for
economic development purposes. Funds were to be spent on expanding more than 1,800 miles of
specified roads and highways to four lanes, building more than 200 miles of urban loops in seven met-
ropolitan areas, paving secondary roads, and supplementing municipalities’ funds for city streets.

Although the General Assembly anticipated that Trust Fund projects would be fully funded by 2003,
most of the projects are still partially funded and completion of the Trust Fund’s mission is decades
away. Internal and external factors have delayed projects, construction
Highway Trust Fund Transfers  COsts have risen, new projects have been added, and money has been

to the General Fund diverted from the Trust Fund for other purposes.
$4,000

Who Pays for the Trust Fund?
$3,500 Total: $3,472.8

The Highway Trust Fund is made up of revenues from 25 percent of
— i 08 motor fuel and related taxes, the highway use tax, and the certificate

of title fee and other fees.The largest source of revenue is the 3 per-
cent highway use tax.In 1989, this tax replaced a 2 percent sales tax on

$2,500 2002-03; $377.4 . .
S motor vehicles, which went to the General Fund.The Trust Fund also

earns interest and income and has annual revenues in the range of $1
$2,000 2000-01: $170.0 -

1999-00: $170.0 billion.
1998-99: $170.0
G 1997-98: $170.0

2003-04: $252.4

In 1996, North Carolina voters approved the issuance of $950 million
in general obligation bonds to accelerate Highway Trust Fund proj-
ects.The state issued $250 million in bonds soon afterwards, and the
remaining $700 million in 2003 and 2004. That $700 million, however,

$1000

$500 01-9 0.0
1990-91: $231.4 was issued to conduct smaller maintenance, improvement, bridge
$0 replacement, and public transportation projects across the state
Milions of Dollars through the North Carolina Moving Ahead! program.

How Was the Money Supposed to Be Spent?

The original distribution of funds was as follows:
X TRANSFER TO GENERAL FUND. In the last two years it was collected, the sales tax on motor
vehicles generated approximately $170 million for the General Fund.The Trust Fund was required to
transfer the amount collected in 1989-91, and thereafter $170 million annually, to the General Fund.
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The transfer amount has since been increased by the governor and General Assembly.
X ADMINISTRATION. This was an amount not to exceed 5 percent of the fund revenue from taxes

and fees.This percentage has been reduced to 3.8 percent.

X PROJECTS. The remaining funds are to be used as follows:
+ 61.95 percent for Intrastate Projects and related debt service.
+ 25.05 percent for Urban Loops and related debt service.

* 6.50 percent for municipal street aid.
* 6.50 percent + $15 of each certificate of title fee for Secondary Road Construction and related
debt service.

For intrastate projects, the state is divided into seven regions, and funds are distributed based on
population, Intrastate road miles, and an equal base amount. Urban loops are excluded from this dis-
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tribution formula, but the Department of Transportation’s (DOT) practice has been to spread funds
throughout the state each year rather than focus the urban loop revenue on one project at a time. For
secondary road construction, funds are allocated using a formula based on each county’s percentage
of the state’s unpaved roads.

How Has the Money Been Spent?
As of July 2005, a total of $8.0 billion had been authorized for intrastate and urban loop projects. The
funds appropriated to secondary road projects and municipal aid have followed the allocation for-
mula laid out in statute. However, in the 1990s, projects did not proceed as quickly as expected and
money built up in the Trust Fund. This built up cash became a focus of legislative attention beginning
in 2001, and money was spent more rapidly by DOT, the governor and General Assembly.



Legislative changes in
the last few years have

HIGHWAY TRUST FUNDS APPROPRIATED FOR OTHER PURPOSES
Fiscal Years 1990-2006

allowed DOT more Original Actual
flexibility in how it con- Legislation Authorized Difference

Highwav T, * Transferred to General Fund (all years) ~ $2.946 billion $3.473 billion +$527 million
::tru;ts I.g way dorlu:jt e Highway preservation, modernization $0 $1.143 billion +$1.143 billion

und projects, added & maintenance (2002-05)
new projects to the list, e Match Federal Funds (2004 forward, as ~ $0 $289 million +$289 million
and permitted Trust needed; July 03 - Dec. 05 expend. shown) s s §
. e Public Transportation (2002-05) 0 190 million +$190 million

Fund monies to be « Economic Dev,/Discretionary (2002-04)  $0 $47 million +$47 million
used to match federal o Small Urban Construction (2003) $0 $7 million +$7 million
highway funds.In addi- e TOTAL $2.946 billion $5.149 billion +$2.203 billion

tion, more money has

TRUST FUND PROJECT ESTIMATES
Estimated Mileage Estimated Cost

been transferred to the General Fund,
and $1.4 billion has been authorized for

two new groups of smaller transporta- Intrastate Loops  Intrastate Loops
; 1998 1,848 226 $8.24 billion $3.37 billion
M Ahead! - that f ’
oving Ahead! - that focus on road 2005 1837 378 $1214bilon  $7.12 billion

preservation, improvements and public
transportation.

SOURCE: N.C. State Auditor and N.C. DOT

X 2001 BUDGET BILL.The 2001 and 2002 Budget Bills (SB 1005 and SB 1115) directed the
Department of Transportation to use $687 million of the cash balance in Highway Trust Funds for
primary route preservation (5470 million), preliminary engineering costs ($45 million), traffic signals
(845 million), public transportation ($120 million), and small urban construction ($7 million).

Ten percent of the $470 million was authorized for discretionary economic development projects.
As of February 2006, these funds had been used in 63 counties to build or improve roads to attract
new industries, and to make other improvements for economic development purposes. Project
funds range from $20,000 to $800,000, and may be supplemented by other state or local transporta-
tion dollars.

X NORTH CAROLINA MOVING AHEAD! The 2003 Budget Bill (HB 397) allowed the DOT to use $700
million of the cash balance in the Highway Trust Fund for Moving Ahead programs. This money was
to be replaced with $700 million in bonds: in effect, spending bonds authorized for Highway Trust
Fund construction projects on Moving Ahead projects.

Examples of Moving Ahead projects include widening and resurfacing roads, installing turn lanes,
and upgrading turn signals.The bulk of the $630 million was allotted to preserving and modernizing
highways and replacing bridges. Common projects include widening and resurfacing roads, install-
ing turn lanes, and upgrading turn signals.The remaining $70 million was allocated to public trans-
portation projects.

Where Are We Now?

The original legislation (5.C. 1989-692) defined completion of the Trust Fund as full funding for all projects.
This was expected to occur in 2003, with a total of approximately $8.2 billion. However, many projects
have not been fully funded, and new projects were added to the list in 2003 and 2004.Three new loops —
Fayetteville, Gastonia and Greenville — were added, and the estimated mileage for the Durham Northern
Loop has increased from 16.4 miles to 50.5 miles. Other projects have had smaller adjustments in mileage.
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As of July 2005, approximately 50 percent of the original intrastate and urban loop mileage, and 45
percent of the overall intrastate and urban loop mileage, had been fully funded. A total of $8.0 billion
has been authorized and DOT estimates it will require another $11.3 billion to complete all projects
except the Durham Northern Loop (cost of that project is unknown). As of 2006, approximately 898
miles of intrastate highways and 131 miles of urban loops were open to traffic.!

Some Trust Fund projects have not been started, and many are in multiple pieces and stages.The
Raleigh Outer Loop (I-540). As of July 2005, only 39 percent of the project had been funded.The north-
ern segment is completed or under construction; the western segment is in design phase; and the
southern and southeastern segments, which were added by legislation in 2004, are still in the planning
phase.

Why Aren’t We Finished?

The use of the Trust Fund cash balance for other purposes has required DOT to manage its cash and
project schedules more carefully. The addition of new Trust Fund projects has also increased the total
funds required to complete its mission. In addition, increased construction costs, project complexity,
environmental and local obstacles, and internal issues inside DOT have contributed to delays.

Out of concern over the pace of Trust Fund and other DOT projects, the Joint Legislative Committee
on Transportation Oversight commissioned a study in 2003 of DOT's project delivery schedule.2 The
study found that the delivery of construction projects had become more difficult and complex over
the years. One reason is because the Highway Trust Fund law, which required DOT to pursue the con-
struction of specific projects, did not take into account whether these projects could be permitted and
approved by environmental agencies, and whether these projects were still regional or local priorities
at the time of construction.

When the Trust Fund was initiated, the secretary of transportation instituted measures for advanced
planning and streamlined environmental reviews. However, the 2003 Transportation Oversight study
found that over the past few years environmental sensitivity had increased, as had the vigilance of the
many environmental and other regulators. There was also more public involvement and litigation.The
study also found that DOT was lacking in strong project and program management systems, and ham-
pered in developing processes and systems because of difficulties in recruiting and retaining person-
nel.

What is Being Done to Speed Things Up?

Recent sessions of the General Assembly have attempted to address some of these issues.The
Legislature has made changes to the scope of the Trust Fund, attempted to streamline the environ-
mental permitting process, and initiated organizational changes in DOT.

X CHANGES TO TRUST FUND SCOPE. In the 2003 and 2004 Budget Bills, the General Assembly made
statutory changes that allowed DOT flexibility in four-lane expansions, permitted Trust Fund monies
to be used as the state match for federal funds, and added a new list of projects, making the original
list “priority” projects. As a result, DOT has begun more projects.

X CHANGES AFFECTING ENVIRONMENTAL PERMITS.The 2003 Budget Bill significantly limited cases
in which environmental permits on a transportation project can be cancelled or modified. It directed
agencies issuing environmental permitting rules to analyze in advance the impact of those rules on



DOT costs and provide the analysis to the Board of Transportation.

X ORGANIZATIONAL CHANGES. The 2005 Budget Bill also aimed to streamline processes and
improve efficiency by reorganizing DOT branches and instituting personnel policy changes in the
Project Development and Environmental Analysis branch. DOT was directed to offer competitive
salaries for specialized positions and develop, but not implement, an incentive pay pilot program to
increase efficiency and productivity.

What are the Limitations Now?

Recent legislation should help the DOT deliver projects more promptly, but obstacles to some projects
will remain, and the Trust Fund schedule will still be driven by the availability of funds. In the past, the
large cash balance and available bonding authority gave DOT ample funds on which to draw. Now,
DOT has already encumbered much of the revenue that will come into the Trust Fund over the next
two years.The cash has been spent, and bonds have been issued. Trust Fund projects will continue, but
only at the pace of the revenue stream.

ENDNOTES:

I'nC Department of Transportation, Program Management Division, data received March 2006.

2 Study conducted by Dye Management Group, Inc.“North Carolina General Assembly. NCDOT Project Delivery Study: Final
Report.” July 19, 2004.

The stated mission of NCDOT is “to pro- WH)( 'SJT HAPPENING?

vide and support a safe and integrated BUI|dln9

transportation system that enhances the Unnecessary Roads
state.” But does enhancing the state mean

building unnecessary roads? And who benefits from these roads?

Unnecessary roads can be built in North Carolina for three purely political reasons: 1) politicians
seeking votes from constituents who think a certain district needs a new exit, bridge or bypass; 2)
transportation officials who succumb to the undue influence exercised by developers, road contrac-
tors and business interests; and 3) economic incentives for companies who plan to relocate to or
expand in North Carolina.

Perhaps the most visible illustration of the first reason is the infamous “road to nowhere,” which is
viewed by some old-timers in the state as long overdue compensation for what their community
lost when the Tennessee Valley Authority (TVA) built the Fontana Dam, a project which flooded part
of western North Carolina during the 1940s.The federal government began rebuilding the flooded
road, but the U.S. Park Service halted construction on the road in the early 1970s after only seven

of the 33 proposed miles had been built (at which point the road picked up its nickname). U.S.
Representative Charles Taylor (R) revived the Road to Nowhere project and got $16 million in federal
money to continue the road through undeveloped tracts of the Great Smoky Mountains National
Park. According to advocates for the road, it would not only replace the original N.C. Highway 223
but would compete with a scenic parkway in Tennessee. Still, many view resurrecting the 30-year-
old project as nothing more than a ploy to get goodies for votes — the displacing effect of Fontana
Lake notwithstanding.

Local pork is as big an issue as federal pork. It is difficult to say how many unnecessary projects have
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been built due to special interests and business contacts in North Carolina, but currently a number
of visible state politicians have been allowed to divert money from road maintenance to low-prior-
ity projects by way of a special transportation fund. According to Civitas research:

Since 2003, House Speaker Pro Tem Richard Morgan (R) has requested a total of $3,095,000 in spe-
cial projects (pork barrel), House Speaker Jim Black (D) requested $4,365,817 and President Pro
Tempore Marc Basnight (D) requested $3,516,219 in special projects.

These special projects included:

“Relocating a portion of an existing sidewalk, streetscape and beautification, restoration of an air-
port terminal to serve as a Welcome Center, installation of direction signs to East Carolina University
and paving Country Club Lane.”

And in 2005, the John Locke Foundation’s Don Carrington turned up a number of apparently politi-
cal funding approvals in just one four-month period:
X “In April the board approved $87,500 to pave Sharpe Road in Mecklenburg County.The
request came from Black, and the amount was charged to his account.”
X “In May the board approved $15,000 to improve Buffalo City Road in Dare County. The request
came from Basnight, and it was charged to his account.”
X “In June the board approved $320,000 for improvements to Main Street in Raeford. Basnight
and Black split the cost, and their accounts were charged accordingly. The project had already
received substantial funding from other DOT sources.”
X “In July the board approved a request of about $185,000 from Black to widen and pave four
dirt driveways and a parking lot at the Central Children’s Home orphanage in Oxford.The request
originated with North Carolina Representatives Michael Wray and Jim Crawford. The spreadsheet
shows that the money was charged to Black’s column.”

While currently legal, these discretionary funds raise serious questions, particularly since so much
money is ostensibly being diverted for the sake of political favors.

Unfortunately, all of this points to how special interests often win out over the public interest. This
brings us to the second reason unnecessary roads get built: business interests.

Road subsidies are a primary component of many economic incentive packages for corporations.
Much of the funding for this kind of road project comes from the Industrial Access/Road Access
Fund administered by NCDOT, but some comes from the $10 million per annum contingency purse
held by General Assembly members and Transportation Secretary Lyndo Tippett who controls
another $5 million in discretionary funds. According to the John Locke Foundation, North Carolina
budgeted nearly $500 million in subsidies and tax breaks in the last biennium — $11 million of
which was earmarked for transportation.

Consider this 1997 account from the Charlotte Observer’s Jim Morrill:

“Paving Flynt Road, a dirt road in Stokes County’s Sauratown community, wasn't exactly a top prior-
ity for DOT. In fact, 170 roads in that county alone ranked higher in need. But last week state officials



began acquiring right-of-way for the nearly mile-long stretch.The $110,000 project leap-frogged
others because it was requested by a state lawmaker using money from a little publicized N.C. high-
way fund.”

In that instance, Jim Morrill cites state Senator David Hoyle (D) who in a two-year period had spent
“$570,000 — more than any other North Carolina lawmaker. His 11 projects include a connector to
a new manufactured-housing plant [in Cherryville].”While no one denies that industries need road
access to their facilities, these subsidies can be excessive, used for political leverage, and launch
companies to the head of the line in front of citizens.

WHAT IS ITS FUTURE? Across the country light rail has been seen as a force for signifi-
. . cantly mitigating pollution and congestion problems. But many
nght Rail cities have seen far less success than anticipated, and light rail
In North Carolina has proven to be far more costly per commuter than other
forms of public transit. While many urbanites could theoreti-
cally adjust their commuting habits, the real question is whether enough people actually would. In
cities where light rail has been tried, most drivers remain unconverted. Consider:
X PORTLAND. Hailed as a light rail “success story,” Portland’s current system carries less than 1
percent of its commuter travel. According to the Thoreau Institute’s Randall O'Toole:“In the 1970s,
[light rail] got cars off of the highways at a cost to taxpayers of less than $1 per car.[Portland’s]
eastside light rail costs taxpayers at least $10, and probably much more, for each auto trip it saves.
Portland’s west side line, now under construction, and south-north lines, now in the planning
stages, will cost considerably more than that.”
X HOUSTON. Even though it is the fourth-most populous city in the United States, Houston’s
cost of attracting customers to its Main Street line is 10 times higher than the cost of attracting
customers to bus service, according to Reason Public Policy Institute. And Houston'’s project cost
more than $40 million per mile (roughly the same price as a 4-lane highway, but only carries as
much traffic as one lane on a good day).

The light rail saga in North Carolina began in the mid-90s when officials in two of the state’s major
urban centers — the Raleigh-Durham Triangle area and Charlotte — began pushing for and plan-
ning projects. Raleigh expanded the Triangle Transit Authority (TTA) and Charlotte expanded the
Charlotte Area Transit System (CATS) to go beyond buses. These centers share both had consistent
population increases over the last decade, but the similarities end there. As its hyphen suggests,
Raleigh-Durham is an urban area based on a cluster of population districts separated by university
hubs, research centers and dispersed neighborhoods. By contrast, Charlotte is a city that has evolved
more closely to the axis-and-spoke concept of the traditional city — that is, a dense downtown with
surrounding suburbs. These geographic realities have gone far in shaping each area’s light rail des-
tiny. Not to mention lobbying and a little luck.

X RALEIGH-DURHAM.The Triangle’s story starts out, as many public projects do, as one of good
intentions. According to News & Observer transportation columnist Bruce Siceloff,“the Federal Transit
Administration had given high marks to TTA as it developed its plans over the past decade. But
starting in 2004, the federal agency began raising alarms about soaring costs, weak local funding
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Light Rail in the Triangle
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and shaky ridership forecasts. None of these problems
was solved over the next two years.”

In truth, there is no way TTA could have solved these
problems. Predictive models used to gauge the value

of light rail projects revealed a poor investment in the
Triangle, despite the sanguineness of the TTA.“TTA cut
four rail stations and seven miles of tracks from its plans,”
writes Siceloff.”Costs fell but quickly rose again.The fed-
eral agency ordered an overhaul of a computer model
used to predict Triangle traffic congestion and transit
demand. A new report predicted only 10,200 daily train
riders by 2030, half the number in earlier projections.”

In terms of traffic congestion alone, Ted Balaker of the
Reason Foundation asks:“Is it worth it to spend nine
times more on the next most expensive alternative, to
decrease traffic by one percent?”

Federal planners ultimately rejected the Triangle’s 2004,
$810 million light rail proposal because the projected
population density and ridership numbers didn't add up.
(Note that Charlotte’s $550 million nine-mile track would
have been rejected had the proposal been submitted
just one week later, as federal standards for public trans-
portation funding became stricter the following week,
eventually tripping up the Triangle proposal.)

Yet today, city officials in the Triangle remain undeterred.
Already, the city has spent $60 million on more than a
decade of planning and land acquisition. Determined
not to be left out, many city leaders — such as Durham
Mayor Bill Bell - have regrouped to figure out how to
bankroll light rail — with or without federal funding.

X CHARLOTTE.The Queen City’s light rail story turned
out differently from the Triangle’s. The first line (South
Boulevard) of Charlotte’s light rail project is due to open

in November 2007. As of this writing, Charlotte is planning two additional rail lines that would
together total over $1 billion dollars. Charlotte’s project has already exceeded its original budget
projections by more than $200 million, according to Jeff Taylor of the John Locke Foundation. But
what will Charlotte get for its investment? A comprehensive report2 in 2004 by Ted Balaker of the

Reason Public Policy Institute says:

“The huge disparity between costs and returns is even more dramatic when examined on a per-

unit-of-congestion-relief basis.



X Cost per vehicle trip reduced $ 43,725
X Cost per vehicle mile reduced $ 9578
X Cost per vehicle hour reduced $ 384,537

At $6,747, Charlotte’s annual cost per new rail rider — although less than the Triangle — is still
steep.”

Since Balaker’s 2004 Reason study, Charlotte has encountered a series of technical and budgetary
problems with the engineering firm, Parsons, and has filed a lawsuit. Past issues with the company
threaten to delay the 2007 grand opening, and officials blame the design contractor for mistakes
that helped push the budget from“$371 million in 2003 to $462.7 million today,” according to the
Charlotte Observer.

?
WHAT ARE THEY HOT (High-Occupancy Toll) lanes are a new variation on High-
ccupancy Vehicle anes and often work in conjunction
HOT 0 y Vehicle (HOV) | d of ki juncti
Lanes with them.HOV lanes are designed to relieve traffic congestion

by providing a specially designated lane for cars with multiple
passengers.The idea is to get people to carpool so there are fewer cars on the road and, therefore,
less congestion and pollution overall. While these lanes were once considered innovative, it turns
out the benefits of HOV lanes are marginal at best, and they may be underused during peak traffic
times.

Pay-per-use HOT lanes promise to make better use of HOV lanes, increase capacity more efficiently
than conventional lanes, and “reduce the number of lanes on new highways by limiting peak-hour
demand,” says transportation expert Robert Poole of Reason Foundation.3

Citing Poole’s research, Benita Dodd of the Georgia Public Policy Institute argues that those sprawl-
ing urban areas, like Atlanta and Charlotte, that characterize the “New South” could benefit greatly if
they converted their HOV lanes into HOT lanes. Writes Dodd:

“To be considered a good performer,an HOV lane needs to carry about 950 vehicles per hour. ...
Georgia Department of Transportation counts show that the metro area’s busiest HOV lanes —
northbound and southbound I-75/85 at 14th Street — average 582 cars per hour, vs. the 12 general-
use lanes that each average 1,205 cars per hour. Atlanta’s busiest HOV lanes, in other words, average
just 48 percent of the traffic of a general-use lane.”

Critics of HOT lanes fear that they will serve to improve traffic conditions only for those who can
afford to pay. Others note that, as taxpayers, the commuters on these roads have already paid for
them once.With HOT lanes, they would be asked to pay again.

Supporters of HOT lanes argue that these lanes:
X Reduce traffic, and thereby increase productivity, for both paying drivers and those who con-
tinue to use conventional lanes.
X Can continue to serve as HOV lanes and are easily converted at low cost.
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X Help reduce emissions by reducing stop-and-go traffic.
X Bring in transportation revenues from paying customers at the point of need.
X Are generally affordable for lower-and-middle income drivers.

EXPERIENCES IN OTHER STATES. Most HOV-to-HOT conversions pay for themselves within two years.
For example, San Diego’s I-15 toll revenues range between $1.3 milion to $2.2 million per fiscal year.
According to Michael Replogle of Environmental Defense,”On California’s Route 91, diversion of
traffic onto HOT lanes has reduced congestion on the entire road and increased the number of pas-
sengers per car to 1.6, compared to the average of 1.2." Texas uses HOT lanes on |-10, and Virginia is
expected to complete an I-64 HOT lane by 2010.

North Carolina - Urbanized Area Congestion Needs

Urbanized Area Popula- | Popula- | Travel | Travel | Lane- TOTAL | TOTAL Lane- | Costper | Costper Average Annual
tion tion Time | Time Miles Lane- Mile Costs | Resident | Commu- | Annual Delay | Costper
(000s) | (000s) | Index | Index | Over 1.0, Miles to Relieve | per Year | ter per | Hours Saved Delay
2003 2030 | 2003 | 2030 Total Needed Severe Day Hour
2030 2030 Congestion, Saved
2030, S
Charlotte 725 | 1,185 | 1.31 1.62 429.1 | 1,070.0 $2,908.1 s1z1.8 $0.97 | 40,626,254 $2.86
Raleigh 528 970 | 1.19 1.37 3786 | 1,203.9 54,1239 220.29 1.76 12,767,882 12.92
Fayetteville 314 387 | 1.05 1.15 70.6 280.2 521.0 59.43 0.48 2,534,934 8.22
Durham 281 406 | 1.19 1.37 109.9 796.5 $2,442.0 284.44 2.28 5,015,482 19.48
Winston-Salem 266 362 1.05 1.1 789 306.5 809.3 103.17 0.83 1,327,132 2439
Greensboro 243 333 | 1.05 1.10 73.7 95.1 3105 43.13 0.35 1,273,389 9.75
Wilmington 168 278 | 1.04 1.10 60.5 89.6 176.6 31.65 0.25 926,991 7.62
Gastonia 135 221 1.04 1.09 69.9 130.7 253.6 57.05 0.46 671,899 15.10
Concord 131 185 | 1.04 1.10 64.7 1217 267.8 67.87 0.54 655,329 16.35
Asheville 129 178 | 1.04 1.09 78.0 97.8 278.8 7253 0.58 502,096 221
High Point 110 151 | 1.04 1.08 224 448 62.9 19.29 0.15 431,066 5.83
Jacksonville 104 111 | 1.04 1.08 10.4 185 259 9.64 0.08 418,622 2.47
Hickory 94 126 | 1.04 1.09 286 286 62.0 2250 0.18 393,229 6.31
Burlington 92 132 | 1.04 1.08 17.8 133 36.6 13.09 0.10 372,937 3.03
Greenville I 102 | 1.04 1.08 16.3 145 315 14.55 0.12 263,935 477
Goldsboro 60 67 1.04 1.07 12.0 213 299 18.78 0.15 154,543 1.73
Rocky Mount 56 64 | 1.04 1.07 15.6 226 35.7 23.87 0.19 149,132 9.58
North Carolina (Urban 3,507 | 5,257 1,536.7 | 43614 | $12,376.0 $112.97 $0.90 | 68,484,850 §7.23
Area)

Source: Building Roads to Reduce Traffic Congestion in American Cities:
How Much and at What Cost?
(Hartgen and Fields for the Reason Foundation)

With the introduction of Intelligent Transportation Systems (ITS) technology, HOT lanes can be
made even more efficient and effective. In areas like San Diego, HOT lanes employ variable pricing
algorithms that allow drivers to pay more or less according to traffic conditions. If the HOT lane is
full and not moving much faster than conventional lanes, drivers will pay a lot less (say 25 cents). If
traffic is moving more quickly in the HOT lane than in the conventional lanes, drivers can chose to
pay more to use the lane (say $3). Drivers can also prepay with transponder cards and other devices
that eliminate the need for entry booths like those found at tollways.



WHAT CAN BE DONE ABOUT TRAFFIC CONGESTION?
New Innovations
and Ideas

TELECOMMUTING INCENTIVES - States like Virginia, Arizona and Georgia offer companies incen-

tives to let their employees work from home at least one day per week. According to Jane Anderson,

director of the Midwest Institute for Telecommuting Education, as many as 18 million Americans
telecommute. And that number is growing. In fact, says transportation analyst Ted Balaker,
“Telecommuters outnumber mass transit commuters in a majority (27) of the 50 most populous
U.S. cities.” In North Carolina, while the state does not offer incentives, many companies in Research

Triangle Park encourage telecommuting.

Urban Interstates Congested, Ranking, 2004
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Source: 15" Annual Performance of State Highway Systems
(Hartgen and Karanam for the Reason Foundation)

TRAFFIC SIGNAL
OPTIMIZATION -
Upgrading traf-
fic signals is one
of the best ways
to reduce con-
gestion. Newer
traffic signals
that can be
programmed to
adjust to varying
traffic periods
can improve
traffic flow.In a
1994 study,* the
U.S. Government
Accountability
Office found
that the benefits
of signal optimi-
zation include
reducing “acci-
dents, conges-
tion, travel time,
fuel consump-
tion, and air pol-
lutants.” Some

optimization has been done in North Carolina. For example, the 2001 budget bill designated $45

million of the cash balance in the Highway Trust Fund to upgrade traffic signals.

IMPROVED INCIDENT MANAGEMENT - According to the Federal Highway Administration, traffic
accidents are responsible for 25 percent of traffic congestion. Clearing roadways of accidents quick-
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ly and safely should remain a priority for North Carolina, whose IMAP patrols already scout major
arteries. In Atlanta, the introduction of new comprehensive incident management systems reduced
maximum cleanup times (between verification and clearance) from 6.2 hours to 1.5 hours during
the first three weeks of service.

INTERSECTION CHANNELIZATION - A lot of congestion can be reduced simply by redesigning inter-
sections (a process called “channelization”). Channelization entails giving drivers adequate turning
radii, better medians, and upgraded road alignments. But perhaps the single most important chan-
nelization measure is simply to improve left turn capacity.

BETTER BUS RAPID TRANSIT - As compared to light rail, for example, improvements in bus rapid
transit are superior in almost every way. According to the John Locke Foundation, buses offer “great-
er flexibility, faster operating speeds, greater service reliability, increased comfort, rapid boarding,
lower capital costs, and energy efficiency - all at lower costs.”

WHO IS RESPONSIBLE? In August of 2005, engineers discovered poorly constructed

The I-40 pavement in Durham County. (A smaller problem, a sinkhole,
. . caused holiday traffic delays near the end of 2006.) The 10.6
Pavmg Fiasco mile stretch of 1-40 was supposed to use state of the art building

materials and construction practices. But soon after the roadway
was built, the pavement began to buckle, crack and would have to be ripped up and completely
repaved. Why? It turns out engineers at NCDOT were not familiar with the new materials used in
construction, and they failed to tell the contractor, Granite Construction, what precisely needed to
be done. And while NCDOT employees maintain they verbally told Granite what to do in the end,
specs are supposed to be delivered in writing as a matter of policy.

The Durham County pavement problem has been well chronicled by Bruce Siceloff of the News &
Observer. Recounts Siceloff:
X “NCDOT pavement experts were not familiar with bonded concrete overlay, a paving process
rarely used in North Carolina, when they chose it in 1999 for a major project to relieve congestion
on the Triangle’s busiest freeway.
X Engineers who drafted paving instructions for the $44.8 million contract in 2001 lifted the
bonded overlay details from plans for a small Raleigh Beltline paving job.They thought — mistak-
enly - that it was similar to the I-40 project.
X NCDOT did not give its engineers any training in the new paving method until October 2003,
five months after overlay paving began on I-40. [NCDOT] did not update its technical manuals to
include the special requirements of overlay work.”

Ultimately, this new pavement required special expansion joints be cut in the concrete.The joints
that were cut were not nearly as deep as they needed to be for this type of construction. Had the
process been done properly, the road would have lasted 30 years. Instead it lasted only two years.
Despite arguments over who is more to blame — NCDOT or the construction contractor - this pave-
ment failure will cost North Carolina taxpayers $18.6 million to repair.



The fiasco has already cost a high-level job and some settlement money.The first to go was Len
Sanderson, who led the investigation into the botched project and took his share of the blame
shortly before announcing his “retirement.” But many think the purging should not stop with
Sanderson. Some have suggested the resignation of Transportation Secretary Lyndo Tippett — a
long-time supporter of Governor Easley - is in order. Granite Construction has already accepted its
portion of the blame and will contribute $3 million dollars to the reconstruction effort. But the lion’s
share will come from taxpayers - i.e., state and federal coffers.

Currently, the state Board of Transportation and the General Assembly are trying to figure out just
where repair funds should come from. NCDOT may be forced to take the funds from its own admin-
istrative division. But if the repair is viewed as a cost overrun, money will be drawn from funds ear-
marked for other Triangle projects. Writes Siceloff:“That means the 1-40 fix will gobble up federal
and state money that could otherwise have been spent on other road improvements in a seven-
county area that includes Wake and Durham counties. The estimated $18.6 million cost could be
diverted, for example, from the planned $18 million widening of Aviation Parkway in Morrisville or a
$15 million widening of T.W. Alexander Drive in Durham.”

ENDNOTES
1 David Hartgen,“Cost-Effectiveness of North Carolina’s Major Road Projects” John Locke Foundation Policy Reports,<
http://www.johnlocke.org/policy_reports/2004100649.html>(6 October 2004).

Ted Balaker,“Past Performance v. Future Hopes: Will Urban Rail Improve Mobility in North Carolina?”Reason Public Policy
Institute,< http://www.reason.org/ps321.pdf>(1 June 2004).
3 Robert W.Poole, Jr.and C.Kenneth Orski,”Building a Case for HOT Lanes: A New Approach to Urban Highway Congestion”
Reason Public Policy Institute Policy Study No. 257< http://www.reason.org/ps257.html>(1 April 1999).

Allen Li,“Transportation Infrastructure:“Benefits of Traffic Control Signal Systems are Not Being Fully Realized” GAO Report
to the House Committee on Energy and Commerce, 30 March 1994.
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The legislature and the DOT administration have
‘reorganized’ the DOT and the Board of Transportation
in a way that the systems set up to expedite
construction projects have become systems designed
to delay those projects. The constitutional protection
written into the Highway Trust Fund legislation has
been violated repeatedly by the governor and the
General Assembly. | really resent that.

Jim Harrington
Former Secretary of Transportation
1985-1989
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*“Other” includes: public service roads, bridge replacement, spot safety, contingency, ferry, capital improvements, governor's highway safety,
railroad program, airports, public transportation, OSHA, non-system streets, motor carrier safety, FEMA, and administration.

1987-88
1988-89
1989-90
1990-91
1991-92
1992-93
1993-94

RANSPORTATION TASK
TFORCE. Governor Jim

Martin assembles a
Transportation Task Force
that will recommend a
variety of tax increases and other measures

as alternatives for bailing out the state's ailing
Highway Fund.

RURAL NEGLECT. House Speaker Liston Ramsey

HIGHWAY FUND APPROPRIATIONS

1985-1986

Administration § 47,175,620
State Construction 137,853,420
Total Other Construction (spot safety improvements, bridge replacement) -0

State Maintenance 282,801,197
Ferry, Railroad, Public Transportation, Airports 11,916,657
State Aid to Municipalities 46,562,500
Division of Motor Vehicles 49,513,859
Governor's Highway Safety Program 276,104
Highway Patrol (xfr to CCPS) 57417,249

Transfer to Highway Trust Fund -0-

Transfers to Other State Agencies 28,321,167
Employer's Contrib,, Salary & Benefits Reserves 20,500,000
Other Reserves 3,550,000
(apital Improvements 5,574,500
Debt Service 38,445,500
Total Highway Fund $729,927,773

1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05

(D-Madison), citing “public confusion” over the
state’s 10-year Transportation Improvement Plan,
says he wants the General Assembly to look into
whether metropolitan areas are getting top pri-
ority for roads.

‘I decided North Carolina’s National
SomﬁbOdV Ranking in Highway Quality
oughtto and Performance - 1985
look and see

what they are

doing,” says Rural Interstate i7th
Ramsey.“These Pavement Condition

roads, they are

all needed.It’s Urban Interstate 10th
just a matter Pavement Condition

of whether

all the rest of Urban Interstate

us are wait- Congestion 29th
ing while

they take care

of Raleigh and Charlotte.” Ramsey directs the
Legislature’s Fiscal Research Division to compare
Governor Jim Martin’s recently announced trans-
portation plan to the one prepared by former
Governor Jim Hunt (D).
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FEDERAL LOOP FUNDING. Charlotte gets $8 state and local sales tax of 4.5 cents would

million in right-of-way funding from the fed- raise $48.3 million a year;

eral government for its loop project.”l think it’s X A lifting of the cap on motor vehicle sales
almost like we're blessed,” says Richard Vinroot, taxes — currently 2 percent of the vehicle’s

a Charlotte City Council member and future value up to $15,000 - and allowing local gov-
mayor quoted in the Charlotte Observer.”l guess ernments to impose their own sales tax of 1.5
the right people sat down and talked about it. percent for an increase of $100 million a year.
The right people are in Raleigh.The right people The Task Force concludes:“inadequate revenue
are in Washington.” (The Charlotte loop project and increasing demand have combined to

is incomplete as of this writing.) produce staggering highway needs.”

ROAD TO THE

RANSPORTATION HIGHWAY TRUST FUND
1 986 TASK FORCE 1986-1987
PRESENTATION.
A committee made The Highway Fund generates about $800.4 million in revenues in

up of legislative and 1986-87. This is 21.9 percent more than the 1985-86 revenues, an
o _ increase of $143.6 million. Motor fuels tax collection for this period
civic leaders, called the Transportation is $559.8 million, as compared with $429.5 million in the year-prior
Task Force, issues a well-documented period—(a 30.4 percent increase). These growth rates are due to
presentation concerning the pressures the tax increases enacted by Governor Martin's “Roads_tq the Fu-

ture” legislation, passed by the General Assembly, consisting of 1)

facing the N.C. ngthay Fu'nd.The Task an additional 2 cent per gallon tax on motor fuel and 2) a 3 percent
Force's recommendations include: sales tax on the wholesale price of gasoline. Motor vehicle licenses
X An increase in the gas tax, with the and fee collections are $232 million, a 6 percent increase from the

amount depending on other rev- year-prior period.

enue-generating moves. (A 1-cent

increase in the current 12.25-cent per
gallon gas tax that would produce about $36 NEW TAXES LOOM. Governor Jim Martin says

million a year): he would not be deterred from proposing a

X A new sales tax on fuel sales. A combined motor fuels tax increase if he decided one was
necessary to rescue an “increasingly desperate”
state highway fund. Martin, addressing the final
meeting of his Transportation Task Force, says

HIGHWAY FUND APPROPRIATIONS

1986-1987 . . .
he will unveil a program to raise money for road
Administration § 47,604,631 construction and maintenance. He insists he is
State Construction 180,203,750 . . " e .
Total Other Construction (spot safety improvements, bridge replacement) -0 still un‘deaded on “the $200 m|II|on'quest|or.\
State Maintenance 315,228,694 - that is, whether or not to seek an increase in
Ferry, Railroad, Public Transportation, Airports 11,416,657 the 12.25 cent per gaIIon motor fuel tax, as well
State Aid to Municipalities 54,843,750 . . '
Division of Motor Vehicles 5268508 | s other funding alternatives.
Governor's Highway Safety Program 276,698
ighway Patrol (xfr to CCPS 6:3,490,02 . .

Highway Petrol (xf o CCPS) 0340024 I NEW TAXES ARRIVE. In a short legislative ses-
Transfer to Highway Trust Fund -0- . . )
Transfers to Other State Agencies 27716155 | sion that becomes the longest in N.C. his-
Employer's Contrib,, Salary & Benefits Reserves 39,400,000 tory, Governor Jim Martin (R) and Lieutenant
Other Reserves 2477106 .
Capial Improvements 9,597,000 Governor Bob Jordan (D) compromise on a $200
Debt Service 33,701,000 million highway package. The legislation is a ver-
Total Highway Fund $838,635448 | sion of Martin's ‘Roads to the Future’ program




that includes concessions to the lieutenant gov-
ernor.The major components of the bill are a

HIGHWAY FUND APPROPRIATIONS

. . 1987-1988
2-cent increase in the gas tax — from 12 % cents

per gallon to 14 V4 cents — and a 3 percent sales Administration $ 51,835,549
tax on motor fuel at the wholesale level. The A rcon. y _ _ e DNANAE
. . Total Other Construction (spot safety improvements, bridge replacement) 6,200,000
package is expected to boost the gasoline tax by | sute Maintenance 323,506,341
about 3.5 cents per ga”on. Ferry, Railroad, Public Transportation, Airports 15,062,458
State Aid to Municipalities 62,851,923
Division of Motor Vehicles 62,936,065
Governor's Highway Safety Program 256,902
Highway Patrol (xfr to CCPS) 71,862,969

Transfer to Highway Trust Fund -0-
EDERAL TRANSPORTATION Transfers to Other State Agencies 5,634,790
1 987 BILL.The Federal-Aid Employer's Contrib., Salary & Benefits Reserves 16,058,664
. Other Reserves 5,250,000
. nghway Act of 1?87 (apital Improvements 10,285,100
gives power to apportion Debt Service 37,955,215

of Transportation. Most notably, the act also

allows states to raise the speed limit to 65 miles  limit to 65 mph on certain rural highways.

per hour on rural interstate highways.The 121

earmarks in the bill prompt President Reagan HIGHWAY STUDY COMMISSION. Governor Jim

to veto it. He tells reporters:“l haven't seen this ~ Martin and the General Assembly put together a
much lard since | handed out blue ribbons at broad-based (and bipartisan) commission called
the “Highway Study Commission” to

investigate ambitious new possibilities
ROADNTO THE for revgnue eneration Theprevenues
HIGHWAY TRUST FUND 9 .
1987-1988 are meant to address looming problems
associated with backlogged projects,
Highway Fund revenues for fiscal year 1987-88 total $896 million, demographic changes, and economic
compared to $829.8 million in the year-prior period (an increase of development around the state.
approximately 8 percent). The majority of Highway Fund revenue
growth occurs in two areas: licenses and fees administered by the
DMV; and investments made by the State Treasurer of funds on de-
posit in the Highway Fund. .
You might say
Highway Fund collections (motor fuels, as well as licenses and fees) . .
for 1987-88 increase 7.25 percent over the previous fiscal year. Mo- these [dlscretlonary] funds
tor fuels tax collections are 7.53 percent higher in 1987-88 com-
pared to 1986-87, an increase of $42.9 million. And revenues col- moun
lected by the DMV for licenses and fees increase by 6.55 percent amounttoa
($15.1 million). Net Highway Fund collections for fiscal year 1987- linn_nar.
88 are $858.4 million, compared to $800.4 million in the year-prior S] 0 m|“|0n per year
eriod. .
i election war chest
forincumbents of the
the lowa State Fair.” Congress overrides Reagan’s ' :
veto, however, and the bill passes. heaV|Iy Democratic
SPEED LIMIT INCREASES. North Carolina officials General Assembly.

announce they will apply for a new federal pro-
gram that will allow the state to raise the speed
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RANSPORTATION BOND
1 988 TDIES.Governor Martin pro-
poses $450 million bond
with which he hopes to reduce
the state’s transportation

backlog.The bill dies in the General Assembly
along partisan lines.”We've totally missed a
great opportunity to do something that was
very practical,” says Senate Minority Leader Larry
Cobb (R-Mecklenburg).“All over the state people
are concerned about the lack of roads.”

Jim Harrington to retain a private bond counsel
to study the legality of the expenditures. If the
attorney determines they were illegal, Martin
threatens to file suit to block them.”The General
Assembly has made a raid on the Highway Fund
... and l intend to stop it if it's legally possible

to do so,” Martin says. House Speaker Liston
Ramsey (D-Madison) calls Martin’s probe a “polit-
ical gimmick.”

COMMISSION PLANS HIGHWAY TRUST FUND.
Governor Jim Martin pledges

ROAD TO THE
HIGHWAY TRUST FUND

1988-1989

support for a multibillion-dollar
highway construction program to
be paid for with bonds, taxes and
fee increases. The Highway Study
Commission, a panel composed of

Total collections for the Highway Fund for fiscal year 1988-89 are residents and legislative leaders,
$913.7 million, a 1.9 percent increase over the previous fiscal year. are to deliver recommendations

Motor fuel taxes bring in $625.8 million, followed by about $255.2

to the 1989 General Assembly.

million in DMV vehicle licenses and fees. Revenue from invest- Martin suggests raising $5 billion

ments total $32.7 million.

to $6 billion over 12 years in a state

HIGHWAY FUND APPROPRIATIONS

1988-1989

Administration $ 54,379,265
State Construction 215,051,370
Total Other Construction (spot safety improvements, bridge replacement) 6,200,000
State Maintenance 322,990,049
Ferry, Railroad, Public Transportation, Airports 15,187 458
State Aid to Municipalities 66,656,370
Division of Motor Vehicles 63,032,516
Governor's Highway Safety Program 257,375
Highway Patrol (xfr to CCPS) 74,618,882
Transfer to Highway Trust Fund -0-
Transfers to Other State Agencies 5,955,286
Employer's Contrib., Salary & Benefits Reserves 29,708,664
Other Reserves 6,950,000
(apital Improvements 19,293,284
Debt Service 37,295,105
Total Highway Fund $917,575,624

MARTIN THREATENS SUIT. Governor Martin says
the General Assembly acted improperly and
possibly illegally when it appropriated money
from the Highway Fund for three programs
that should be paid for from the state’s General
Fund. Martin instructs Transportation Secretary

highway trust fund to bolster the
current spending level of $400 million a year.
Commission members agree with Martin in
principle, but stress that his endorsement alone
will not be enough to carry the bill through

the General Assembly.“While we are willing to
contribute in any way we can, we will oppose
the package if it does not address the needs

of Eastern North Carolina,” says Senator Marc
Basnight (D-Dare).

IGHWAY TRUST FUND
1989 H IS BORN.The N.C.
Legislature passes
a bill to create the larg-
est public works project
in North Carolina history. Governor Jim Martin
and the General Assembly establish the HTF, the
main provisions of which are suggested by The
Highway Study Commission appointed by the
executive and legislature in 1987.




HIGHWAY FUND APPROPRIATIONS

HTF REVENUE SOURCES. Revenues coming into

1989-1990 ! )

the HTF originate from the following sources:
Administration 60,141,933 X Motor Fuel Taxes, which the legislation
State Construction 227,010,709 . f 12.25 175 | .
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000 raises from 12.25 to 1/.5 percent, plus a vari-
State Maintenance 337,516,150 able component of 7 percent of the wholesale
Ferry, Railroad, Public Transportation, Airports 20,259,436 fuel price (the variable rate is to be deter-
State Aid to Municipalities 68,672,240 . .
Division of Motor Vehicles 70,539,416 mined every six months and go no lower than
Gﬂ‘fﬂﬂﬂf’; H'?G:Tv'-'?}‘ 53'.?;{;*“9””" 264,840 3.5 cents per gallon).In 1990, this tax rate
Highway Patrol (xfr to CCPS 80,753,078
Tonder 5 Highvey st Frsd "0- amf)unFs to a total f)f 20.9 cents per gallon.The
Transfers to Other State Agencies 12,672,335 legislation also designates 25 percent of the
Employer's Contrib., Salary & Benefits Reserves 17,900,000 total fuel tax revenue to the HTF:
Other Reserves 3,650,000 . '
(apital Improvements 11,460,280 X nghway Use Tax, a new tax on three per-
Debt Service 38,491,163 cent of the retail value of a motor vehicle (up
Totat Nighwey Fund $958,431,580 to $1,500), replacing a 2 percent sales tax on

WHAT THE HTF LEGISLATION DOES. The bill intro-

ducing the HTF:
X Creates the “Intrastate Highway
System” by listing each road mak-
ing up the system, as well as the
improvements needed for that road
(“When this 3600-mile network is
finished, a four-lane highway will
stretch to within 10 miles of 96 per-
cent of North Carolina’s citizens,”
writes Transportation Secretary Jim
Harrington of the legislation he
helped to craft);
X Starts urban loop projects around
major metropolitan centers;
X Establishes revenue sources for the
trust fund and spending formulas;

motor vehicles that went to the General Fund;
X Title Fees, which were increased by the HTF

ROAD TO THE
HIGHWAY TRUST FUND

1989-1990

Highway Fund net collections fall $31.6 million behind projec-
tions for fiscal year 1989-90. Officials had estimated a 3.4 percent
increase in revenues. But as of June 30, 1990, actual collections of
$902.8 million showed a 1.0 percent decrease over the previous fis-
cal year's revenues of $913.6 million. Negative growth.in the High-
way Fund had last been experienced in 1981, during an economic
downturn. There are two main reasons for the 1989-1990 shortfall:
Motor fuel consumption does not increase over the previous fis-
cal year; and HB 399 (Highway Trust Fund) enacted at the end of
the 1989 Session contains provisions that decrease Highway Fund
availability for FY 1989-90.

law (6/7 of the fees are designated to the HTF);

X Establishes a target for paving all secondary K Transfers from Highway Fund. Starting

roads carrying at least 50 vehicles per day; and in 1994-95, money is transferred from the
repeals the Highway Fund to the HTF to represent the
Highway Trust Fund Appropriations predecessor lowered payments on bonds that were refi-
1989-1990 Trust Fund. nanced.The fund also keeps any investment

Intrastate System 5151551382 W The bill proceeds

Secondary Roads Construction 36,166,275 also creates )

Urban Loops 61,281,068 h .

State Aid to Municipalities 1590175 ~ the Joint HTF REVENUE ALLOCATIONS. Revenues from

Program Administration 11,000,000 the HTF are to be allocated as follows: 61.95

Transfer to the General Fund 279,400,000
Total Highway Trust Fund $555,300,000

Transportation Legislative Oversight

percent to the intrastate system; 25.05 percent
to bypasses and loops; 6.5 percent to secondary
roads; and 6.5 percent to the Powell Bill Program.
(A geographic distribution “equity” formula is

Committee (JTLOC) to review major projects. written into the law.)
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UNDING
FSHORTFALL,
DESPITE HTF. The
NCDOT delays con-
tracts for highway
construction to save money due to a
projected $300 million budget shortfall.
Governor Martin says:”l believe we can
and should avoid any layoffs or delayed
paychecks.” He adds:“But to be honest
and fair, | cannot guarantee — no one
can guarantee - that at this point. As |
have explained, the budget shortfall |

North Carolina’s National
Ranking in Highway Quality

and Performance - 1990

fair federal program
ought to ensure a

more equitable dis-
tribution of funds.”

Burainilarsidia [-40 1S COMPLETED.
Pavement Condition 14th Construction crews
finish up the final
Urban Interstate section of Interstate
Pavement Condition ot 40 in N.C,, a highway
that starts at the
Urban Interstate g Tennessee border
Congestion west of Asheville,

now face has forced the state into a dif-
ficult spot.” (The shortfall swells to $400 million
before officials can take action.)

HIGHWAY FUND APPROPRIATIONS

1990-1991
Administration § 63,872,253
State Construction 164,956,282
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000
State Maintenance 336,547,528
Ferry, Railroad, Public Transportation, Airports 20,548,405
State Aid to Municipalities 67,942,014
Division of Motor Vehicles 73,580,029
Governor's Highway Safety Program 265,249
Highway Patrol (xfr to CCPS) 80,785,966

Transfer to Highway Trust Fund -0-

Transfers to Other State Agencies 32,787,857
Employer's Contrib,, Salary & Benefits Reserves 36,945,177
Other Reserves 6,100,000
(apital Improvements 2812112
Debt Service 37,392,600
Total Highway Fund $933,645,472

DONOR STATE. North Carolina hopes to shed
the “dubious distinction” of getting a smaller
proportion of federal highway dollars than any

other state, says Governor Martin. State transpor-

tation officials add that North Carolina receives

only 83 cents back for every $1 in taxes collected

from the state for the federal highway trust
fund, and that North Carolina has been under
funded since the federal highway building pro-
gram began in 1956.“We've been made a donor
state,” Martin told the U.S. House Public Works
Subcommittee on Surface Transportation.“A

crosses the pied-
mont through Raleigh, and traverses the coastal
plain to Wilmington. A study led by UNCC pro-

Highway Trust Fund Appropriations

1990-1991
Intrastate System $152,768,700
Secondary Roads Construction 43,029,000
Urban Loops 61,773,300
State Aid to Municipalities 16,029,000
Program Administration 14,400,000
Transfer to the General Fund 264,000,000
Total Highway Trust Fund $552,000,000

fessor of transportation, David Hartgen, details
how |-40 will affect development between
Raleigh and Wilmington.The study predicts

US 70 at Garner, |-95 at Benson,and NC 132 in
Wilmington will all be hot spots for growth. Not
far behind will be NC 24 in rural Duplin County.
“It's going to open up this whole area,” says
Governor Jim Martin at a ribbon-cutting cer-
emony.

EDERAL
FTRANSPORTATION

BILL.The U.S.Congress
passes the Intermodal
Surface Transportation
Efficiency Act of 1991 (ISTEA).The legislation, the
first federal law on the subject to appear in the
“post-interstate highway system era,” represents
a major shift in U.S. transportation planning



HIGHWAY FUND APPROPRIATIONS
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the motor fuel Highway Trust Fund Appropriations

: 1991-1992

122 taxto17.5 Intrastate System §201,475,367
Administration seaines | CENS effec- Secondary Roads Construction 46,139,465
State Construction 144,924,656 tive in 1992. Urban Loops 81,468,248
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000 | The bill would @t Aid to Municipalities 21,139,465
State Maintenance 383,497,614 Program Administration 14,476,455
Ferry, Railroad, Public Transportation, Airports 21,586,662 then decrease Transfer to the General Fund 170,000,000
State Aid to Municipalities 66,121,926 the rate to Total Highway Trust Fund $534,699,000
Division of Motor Vehicles 76,311,791 17.25 cents
Governor's Highway Safety Program 290,279 .
Highway Patrol (xfr to CCPS) 8363687 | Pergallon plus the variable component, effec-
TraﬂS][erw Hiqﬂwasy Trust Fund -0- tive 1995 and then decrease it again to 17 cents
Transfers to Other State Agencies 46,598,694 .
Employer's Contrib., Salary & Benefits Reserves 2,896,383 (the 1989 rate) pIus the variable component,
Other Reserves 10066509 | effective in 1999. (The subsequent decreases are
(apital Improvements 4,619,275 all repealed.)
Debt Service 38,227,230
Total Highway Fund $955,638,351

and policy.The legislation places emphasis on
an intermodal approach, which involves tighter
integration of various transportation modes, and
allows for greater collaboration among levels of
government. Significant additional powers are
given to metropolitan planning organizations
(municipalities with populations of over 50,000).
The law is due to expire in 1997.

MOTOR FUEL TAXES INCREASE.The General
Assembly passes S.L. 1991-538, which increases

ASSEMBLY MEMBERS EYE HTF. North Carolina’s
continuing budget problems are causing some
lawmakers to look for relief from the Highway
Trust Fund. Representative Larry Justus (R-
Henderson) says the Legislature should borrow
from the fund what it needs to balance next
year’s budget.”This is a schools-before-roads
bill,” says Justus, one of the few Republican leg-
islators who voted against the Highway Trust
Fund in 1989.
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EQUITY DISTRIBUTION FORMULA

Here's how it works, according to the Institute for Transportation Research and Education (ITRE):

X Twenty-five percent on the number of miles to complete the intrastate system projects in a distribution
region compared to the estimated miles to complete the total intrastate system.

X Fifty percent on the estimated population of the distribution region compared to the total estimated
population of the state; and

X Twenty-five percent on the fraction 1/7, which is an equal share to each region.

The idea behind the formula was not only to ensure equitable distribution among the seven regions, but to
ensure “economic development” projects such as four-lane highways were built statewide.

NCDOT. Critics say North 1991-1992
Carolina’s Transportation
Department must be over-
- hauled, charging that political

Administration $ 68,133,645

State Construction 144,924,656

Total Other Construction (spot safety improvements, bridge replacement) 9,100,000

patronage wastes millions. Renewed accusa- State Maintenance 383,497,614
H : O ; Ferry, Railroad, Public Transportation, Airports 21,586,662
:EIIO.nS follow an mdspendent publication entitled | " toMiicalies 66121926
Highway Robbery” conducted by the Durham- Division of Motor Vehicles 76,311,791
based Institute for Southern Studies. The study Governor's Highway Safety Program 290,279
Highway Patrol (xfr to CCPS) 83,263,687

concludes that Transfer to Highway Trust Fund -0-

Highway Trust Fund Appropriations big campaign Transfers to Other State Agencies 46,598,694
1991-1992 contributors Employer’s Contrib., Salary & Benefits Reserves 2,896,383
Intrastate System $201,475,367 ) . Other Reserves 10,066,509
Secondary Roads Construction 46,139,465  divert mil- (apital Improvements 4,619,275
Urban Loops 81,468,248 lions in state Debt Service 38,227,230
State Aid to Municipalities 21,139,465 ~ Total Highway Fund $955,638,351
Program Administration Jarsass  resources (tax
Transfer to the General Fund 170000000  Payer dollars)
Total Highway Trust Fund $534,699,000  to highway pated revenues by the end of 1995.“We don't
projects that have any choice but to extend the length of the
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serve special interests, rather than the public
interest.”A road gets built when another road
should have a higher priority,” says 27-year
NCDOT veteran Billy Rose.“It’s what | call bad
politics.”

HTF FUNDING BEHIND SCHEDULE.The HTF is
behind schedule, but officials hope more fed-
eral transportation funding will help.The 13.5
year HTF program laid out in 1989 has become
a 17-year program. Gasoline and vehicle taxes
imposed to pay for the program have brought in
less money than projected, putting the program
behind schedule. NCDOT officials say the HTF
could be as much as $1 billion behind antici-

program,” says Charles Lowdermilk, a member of
the Transportation Board.

SAM HUNT DEFENDS TRANSPORTATION BOARD.
Joint Transportation Legislative Oversight
Committee (JTLOC) co-chair Sam Hunt (D-
Alamance) argues the NCDOT uses a fair process
to determine road construction, despite criti-
cisms:“When it comes to planning and build-
ing new roads, and to making improvements

to existing ones, North Carolina has a process
that is cited to other states as a good example
of how to do things right. Every year the Board
of Transportation solicits public comment on
transportation needs.Then the board develops



and publishes its update to the Transportation
Improvement Program (TIP). Before a road in
the program is built, there are many additional
opportunities for the public to be heard, and
there is plenty of evidence that the department
listens to the comments and concerns it hears
from local governments and citizens. The busi-
ness at the [NCDOT] takes place in broad day-
light under the toughest ethics policy in state
government. Both board members and [NCDOT]
staff must strictly adhere to special ethical con-
duct regulations to keep their jobs.”

UNT AND HUNT.
Governor-elect Jim Hunt
as his transportation secretary.

(D) selects large cam-
paign contributor Sam Hunt

The governor renews campaign promises to
take politics out of road-building, to streamline

HIGHWAY FUND APPROPRIATIONS

1993-1994

Administration § 74,454,832
State Construction 125,507,249
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000
State Maintenance 385,958,052
Ferry, Railroad, Public Transportation, Airports 26,137 916
State Aid to Municipalities 66,486,917
Division of Motor Vehicles 79,025,411
Governor's Highway Safety Program 290,923
Highway Patrol (xfr to CCPS) 92,671,325

Transfer to Highway Trust Fund =0-

Transfers to Other State Agencies 48,004,826
Employer's Contrib., Salary & Benefits Reserves 11,489,369
Other Reserves 6,897,750
(apital Improvements 9,286,100
Debt Service 37,359,875
Total Highway Fund $972,670,545

the NCDOT, to put greater emphasis on road
maintenance and mass transit, and to involve
parties outside the traditional highway lobby.
The governor-elect also announces he will
appoint a new Deputy Transportation Secretary
of Public Transportation, and will back a pro-
posed high-speed rail line linking Charlotte and
Raleigh.

TAX DECREASES REPEALED. The General
Assembly repeals two tax decreases built into a
1991 bill that raised the motor fuels tax to 17.5
cents at that time: the 4 cent tax cut scheduled
to take effect in 1995 and the additional 4 cent
tax cut scheduled to take effect in 1999.

‘STOP DIPPING INTO THE HIGHWAY FUND', State
Transportation Secretary Sam Hunt says it's time
for legisla-

torsto .qu It Highway Trust Fund Appropriations
balancing the 1993-1994
budget by Intrastate System $213,689,246
dipping into Secondary Roads Construction 49,470,987
. Urban Loops 86,407,031
the Highway g uid o Municipalites 22420986
Fund."It's get-  Program Administration 15,711,750
ting to be a Transfer to the General Fund 170,000,000
serious prob- Total Highway Trust Fund $557,700,000
lem,” Hunt

says to the JTLOC.The practice has cost NCDOT

more than half a billion dollars, Hunt adds, citing
budget reports that show legislators’ habit of
diverting transportation money to other pro-
grams has grown every year since the HTF Act
was passed.This year, records show the diver-
sions to the General Fund amount to $144.1
million out of $944.1 million to be used on
non-transportation-oriented expenditures.

RANSPORTATION
T2001.GovernorJim

Hunt unveils a plan
to speed up highway
construction, eliminate

the road maintenance backlog, and develop

a master plan for public transportation.”This
is unlike any other transportation program that
this state has put together,” Hunt tells the Board
of Transportation.”It goes beyond highways. ... It
goes beyond piecemeal efforts to take a compre-
hensive look at the state’s transportation needs.”

TRIANGLE LIGHT RAIL. Triangle transit officials
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HIGHWAY FUND APPROPRIATIONS

Highway Trust Fund Appropriations

1994-1995

1994-1995 Intrastate System $269,136,508
Administration § 71474243 Secondary Roads Construction 56,038,698
State Construction 126,337,792 Utbanloops 108,827,596
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000 State Aid to Municipalities 28,238,698
State Maintenance 403,406,348 ngram Admlﬂls(rﬂ“oﬂ ]8,958,500
Ferry, Railroad, Public Transportation, Airports 34,529,376 Transfer to the General Fund 170,000,000
State Aid to Municipalities 71,184,639 Total Highway Trust Fund $651,200,000
Division of Motor Vehicles 82,757,839
Governor's Highway Safety Program 291,575 . . .
Highway Patrol (xfrto CCPS) 96,336,809 Bill Holman, a lobbyist for the N.C. Public
:ran.ﬁ][erro H{i]qgwiy Tfu.: Fund 49-{;6- - Transportation Association.”It’s more fun
ransfers to Other State Agencies 676, . . .
Employer's Contrib., Salary & Benefits Reserves 26,007 646 to cut ribbons for new hlghways than it
Other Reserves 5,506,500 is for resurfacing a road or replacing a
(apital Improvements 3,000,000 bridge.”
Debt Service 27,631,295
Total Highway Fund $1,007,240,351

begin conversations about the possibility of
light rail in the region:“We consider these begin-
ning points, and not by any stretch of the imagi-
nation final plans,” says Christie Cameron, Chair
of the Triangle Transit Authority (TTA) board.
“You have to start somewhere.You have to put
something on paper.”

CHARLOTTE LIGHT RAIL. Charlotte’s county
commission rejects a proposed 1-cent sales tax
increase for the purpose of starting what could
be a decade(s)-long light rail quest in Charlotte:
“This new county commission is not going to
approve a 1-cent tax increase for light rail,” says
Mecklenburg commissioner-elect Tom Bush.
“The residents of this county aren't interested in
a glorified bus ride.”

BRIDGES DETERIORATING. State inspectors
report that 273 bridges in North Carolina have
“serious” flaws in some aspect of their struc-
tures.NCDOT records describe more than 1,800
bridges as “basically intolerable, requiring high
priority of replacement.” Nearly 9,000 bridges
built in the 1950s and 1960s will soon wear out,
according to officials, widening the gap between
what the state should invest in bridge preser-
vation and the amount ($150 million a year) it
spends on repair or replacement.“Clearly, politi-
cians favor construction of new roads over the
maintenance of existing bridges and roads,” says

RANSIT 2001
TCOMMISSION.

Governor Jim Hunt
forms the Transit 2001
commission to provide

recommendations on how public transporta-
tion might be improved for the 21st century.The
commission

has 26 mem- T ——— .

: : ighway Trust Fund Appropriations
bers, including 1995-1996
government, Intrastate System $295,184,649
business and Secondary Roads Construction 61,918,898

. Urban Loops 119,360,379
community State Ad to Municipalties 30971755
leaders from Program Administration 20,996,319
across the Transfer to the General Fund 170,000,000

Total Highway Trust Fund 698,432,000
state. (A tech- ok Al ¥
nical com-

mittee composed of 29 industry professionals,
NCDOT officials and a consultancy team also
support the commission’s work.) In a statement,
Governor Hunt expresses his views on the way
forward for North Carolina: public transporta-
tion. He believes that without affordable mass
transit — practical rail systems, good airports, and
van systems for rural counties — the state will not
be competitive when it comes to good jobs and
quality of life. Says Hunt:"We've got to do some-
thing about this.”

CRITICS QUESTION BOND PROPOSAL. Lawmakers



are suggesting
$800 million
in bonds to
accelerate loop
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projects. But
i Rural Interstate
critics of the Pavement Condition 32nd
bond are ask-
ing why NCDOT Urban Interstate Adth
has transferred Pavement Condition
$884 million
out of the HTF Urban Interstate 32nd
X Congestion
to finance other,

HIGHWAY FUND APPROPRIATIONS

1995-1996
Administration $ 81,134,517
State Construction 132,053,153
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000
State Maintenance 418,716,452
Ferry, Railroad, Public Transportation, Airports 34,794915
State Aid to Municipalities 73,900,000
Division of Mator Vehicles 86,104,676

Governor's Highway Safety Program 302,968

Highway Patrol (xfr to CCPS) 105,703,452
Transfer to Highway Trust Fund 12,100,000
Transfers to Other State Agencies 44123,729
Employer's Contrib., Salary & Benefits Reserves 8,122,385
Other Reserves 4,575,000
(apital Improvements 9,397,590
Debt Service 25,133,780

Total Highway Fund $1,045,262,617

smaller, state projects not included on the list
approved for trust fund spending. (To replenish
the fund, NCDOT has drawn down hundreds of
millions in federal funds from Washington.) The
central premise of the critics’argument is that
such practices amount to ‘supplanting’ — using
federal monies on HTF projects and using the
money originally dedicated to HTF projects on
projects that don't qualify for federal funds.

FAYETTEVILLE LOOP ADDED TO LIST. Governor
Jim Hunt responds to complaints of neglect
by Cumberland County interests with a pro-
posal to pump $25 million into an outer loop
for Fayetteville. The original HTF bill allocated
money for loops in seven urban areas, but
Fayetteville was not among them. Cumberland

County legislators had threatened to scuttle
highway funding unless their county received
a larger share.”The message we tried to send a
few weeks ago was that for years and years our
county has been out of the loop, so to speak,”
says Lyndo Tippett, a Board of Transportation
member from Fayetteville.“The governor
answered with $25 million.That's progress.”

SPEED LIMIT INCREASE GOES TO STATES.
President Clinton signs the National Highway
System Designation Act, which allows states to
set maximum speed limits.”Safety will be our
first issue, our second issue, our last issue,” says
an NCDOT spokesperson.

GARVEE BONDS.The National Highway System
Designation Act also establishes GARVEE bonds,
or federally backed tax-exempt debt financing
mechanisms for use in funding state and munici-
pal transportation projects receiving federal aid.
See also GARVEE Bonds.

OND VOTE. Voters elect
Bto issue $950 million

dollars in bonds to
help fund HTF projects fast-
er.The money would speed

up construction or paving of three road-types:
$500 million for loops around Charlotte, Raleigh,
Wilmington, Greensboro, Winston-Salem, Asheville
and Durham; $300 million to widen intrastate
roads (like US 64 and US 74); and $150 million to
pave 1,232 miles of dirt roads. Roads are built as
money comes into the HTF, which was begun in
1989 with a 5.25-cent gas tax increase. (Note: As
of 2003, only $250 million in bond resources had
been used to fund HTF projects more quickly. In
2006, the remaining $700 million of the bond was
issued by the General Assembly and Governor
Mike Easley to repay HTF monies spent for pur-
poses outlined by the Moving Ahead initiative.)
See also Moving Ahead, HTF,and Q & A #5.
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CHARLOTTE LIGHT RAIL. Charlotte becomes
more serious about light rail and begins trying
to acquire rights of way for the city from Norfolk

Southern,
Highway Trust Fund Appropriations a railway
1996-1997 freight
Intrastate System $327,951,827
Secondary Roads Construction 65,567,796 Som pany.
Urban Loops 132,610,061 If we
State Aid to Municipalities 34,409,796 allow the
Program Administration 22,124,520 Ao
Transfer to the General Fund oo il right
Total Highway Trust Fund $752,664,000 of way
to get

away from us, we'll never get it back,” says
Charlotte City Councilmember Charlie Baker.
Despite advice from engineers from Ottawa,
Canada, who suggest rapid bus transit due to

its flexibility and price, Charlotte officials seem
dazzled by St. Louis’ Metrolink’ light rail after an
exploratory visit:“MetroLink is the most con-
nected light-rail service I've seen,” says Charlotte
Chamber President Carroll Gray.”Most of their
public facilities are located on the rail line. And
they used a two-state approach at the federal
level to obtain more than $300 million.” But the
Charlotte Observer’s Doug Smith adds:“Last year
[Metrolink] subsidies accounted for $83.3 million
of the system’s total revenue of $109.8 million.”

TRIANGLE LIGHT RAIL.The federal government
awards the Triangle $2 million to support its
quest for light rail. While it's a miniscule amount
needed to make the project materialize, the aid
encourages light rail advocates. U.S. Senator
Lauch Faircloth (R-N.C.), who has lobbied hard
to get federal aid for the project, says:“With the
region’s population growth and increasing traf-
fic congestion, planning a public rail system is
important to the Triangle’s continued quality of
life.”

TRANSIT 2001 DRAFT REPORT. Governor Hunt’s
commission releases a draft of their Transit 2001
report. Among the highlights:
X Of NCDOT's annual budget of more than
$2.2 billion, only 2.2 percent ($48 million) is for
public transportation;

X Charlotte has the 34th largest population
among U.S. cities, but the nation’s 83rd largest
transit system;

X Since 1991, states have had more flexibility
to spend federal money for transit under the
ISTEA law;

X North Carolina has used no ISTEA money
for transit;

X Most other Southeastern states have used
ISTEA money for transit.

HIGHWAY FUND APPROPRIATIONS

1996-1997

Administration $ 84,688,359
State Construction 134,820,094
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000
State Maintenance 431,107,938
Ferry, Railroad, Public Transportation, Airports 34,794915
State Aid to Municipalities 76,666,941
Division of Mator Vehicles 86,833,065

Governor's Highway Safety Program 303,237

Highway Patrol (xfr to CCPS) 109,761,497
Transfer to Highway Trust Fund 32,300,000
Transfers to Other State Agencies 45029179
Employer's Contrib., Salary & Benefits Reserves 22,982,785
Other Reserves 5,725,000
(apital Improvements 1,958,126
Debt Service 4,978,215
Total Highway Fund $1,081,049,351

The draft covers the possibility of giving author-
ity to cities to tax for transit (5 percent on rental
cars, half-cent sales tax, or higher vehicle reg-
istration fees). In light of the report, Charlotte
Mayor Pat McCrory begins talking about increas-
ing mass transit for the Queen City. City leaders
in both Charlotte and Raleigh begin to see light
rail as a real option, with the potential for fund-
ing coming from all levels of government.

STRICTER AIR QUALITY STANDARDS, CALLS

FOR ALARM. Jonathan Howes - N.C. Secretary
for Environment, Health and Natural Resources
- warns that the state’s urban counties expect
to have problems meeting new air quality
standards from the EPA. Howe explains North
Carolinians are driving more. One way experts
measure traffic is called “vehicle miles of travel.”




Howes explains that in every urban area in North
Carolina, vehicle miles of travel number is grow-
ing faster than the population:“In the Triangle,
vehicle travel is going up at a greater rate than
Atlanta’s. Charlotte’s rate of increase equals
Atlanta’s.” Howes says that means we can expect
serious air-pollution problems. Until this point,
more fuel efficient cars have kept the increased
driving from worsening air pollution. But tech-
nology can only go so far, Howes avers. He pre-
dicts sometime between 2002 and 2005 driving
increase will overtake the decrease in emissions
per car. (As of this writing, Howes's prediction
has not been borne out.) See also Vehicle Miles
Traveled.

ECOND-LARGEST STATE-

OWNED SYSTEM. Of the

total 98,039 miles of roads
in the state, 78,503 are under
state control. North Carolina’s
intrastate system becomes the second largest
system in the nation, growing from about 54,000
miles during the 1930s
when the state took
over the counties’' road
systems to the current
number.

1997

1997-1998
Intrastate System
Secondary Roads Construction
Urban Loops
State Aid to Municipalities
Program Administration
Transfer to the General Fund
Total Highway Trust Fund

TRANSIT 2001.A com-
mission put together
by Governor Jim Hunt
unveils a compre-
hensive plan to improve public transportation.
Through various public forums and four sub-
committees, the report breaks down the exami-
nation of key issues: rural and human service
transportation, urban and regional transit, inter-
city rail service, and land use and development.
Governor Hunt places emphasis on high-speed
rail service between Raleigh and Charlotte,
including incentives to reduce travel time to
two hours by 2000. Seeds of preoccupation with
light rail originate in the Transit 2001 report, as

well, which has a number of short-term goals
including:“Complete design, funding and financ-
ing plans for new regional rail in the Research
Triangle and busways in Charlotte.”

HIGHWAY FUND APPROPRIATIONS

1997-1998

Administration $ 92,601,892
State Construction 113,818 437
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000
State Maintenance 453,235,320
Ferry, Railroad, Public Transportation, Airports 60,945,211
State Aid to Municipalities 78,620,024
Division of Mator Vehicles 89,007,931
Governor's Highway Safety Program 311,609
Highway Patrol (xfr to CCPS) 116,792,706
Transfer to Highway Trust Fund 38,000,000
Transfers to Other State Agencies 47,773,518
Employer's Contrib., Salary & Benefits Reserves 30,034,902
Other Reserves 7,020,100
(apital Improvements 12,100,000
Debt Service -0-

Total Highway Fund $1,149,361,650

Highway Trust Fund Appropriations

SCANDAL FOUR-OF-FOUR. James Cartrette
says his family contributed about $25,000

to Governor Jim Hunt’s campaign and the
state Democrat Party. In return,
Hunt'’s fundraiser Jim Bennett
had promised him a seat on the

S%ﬂiggggg Transportation Board, as well as
isdae0; @ seatfor his son on the Wildlife
40,068,181  Resources Commission. Cartrette
259188%  says Transportation Secretary
170,000,000 ,

$843,781,305 Garland Garrett confirmed

Bennett’s offer of a board seat in

return for $25,000 in contributions,
insisting Garrett promised a “seat at the table.”
Neither appointment came through. Cartrette
wants his money back and has written Governor
Hunt asking that his contributions be returned.
Citing a Columbus County man’s failed attempt
to buy a seat on the state Transportation Board
as the body’s fourth scandal less than a year, the
N.C. Republican Party asks for a criminal investi-
gation.
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[Smart growth] policies'real effects appear to be increases

in traffic congestion, air pollution, consumer costs, taxes, and
just about every other impediment to urban livability.
Randall 0'Toole, Thoreau Institute
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RESPONSE TO SCANDALS. Transportation
Secretary Garland Garrett announces he will hire
an independent auditing firm to review all of
NCDOT's operations and the problems that are
caused by the current composition of the Board
of Transportation.“The rising body count at the
Board of Transportation would lead most people
to conclude that the problem is systemic” writes
a Greensboro News & Record editorialist.“Board
membership has been conferred almost exclu-
sively for big contributors to the governor’s
campaign. Road projects have become part of a
political spoils system.”

EASLEY LOOKS THE OTHER WAY. Attorney
General Mike Easley distances himself from
NCDOT and Board of Transportation scandals by
claiming he has no authority to investigate eth-
ics violations. As a Winston Salem Journal edito-
rialist suggests:“An aggressive attorney general
would leap at this opportunity to investigate.
He would direct the SBI to start knocking on
doors. But North Carolina’s attorney general is
hunkered down behind closed doors, looking for
excuses not to investigate, in the hopes of not
alienating anyone whose help might be needed
in the coming campaign for governor.”

BOARD MEMBERS RESIGN. Three Transportation
Board members, including Brunswick County
developer Odell Williamson, resign after reports
they used their influence to promote projects
that would benefit them personally.

INFRASTRUCTURE BANKS.The General Assembly
empowers NCDOT with the authority to estab-
lish infrastructure banks with funding from the
federal government.These banks are designed
to enable states to take advantage of more flex-
ible funding schemes for various infrastructure
projects. See also State Infrastructure Banks.

EDERAL
TRANSPORTATION BILL.
The Transportation
Equity Act for the 21st cen-
tury (TEA-2) authorizes the
federal surface transportation programs for high-
ways, highway safety, and transit for a six-year
period. TEA-2 requires that seven planning fac-
tors be included in regional transportation plans.
These plans must:
X Support
the economic

1998

vitality of the 1998-1999
metropolitan Intrastate System

lanning area, Secondary Roads Construction
b . 9 Urban Loops
especially State Aid to Municipalities
by enabling Program Administration
“qlobal com- Transfer to the General Fund

g .. Total Highway Trust Fund
petitiveness,
productivity

and efficiency”;

M Increase the safety and security of the trans-
portation system as a whole;

X Increase the accessibility and mobility
options available to people and for freight;

X Protect and enhance the environment, pro-
mote energy conservation and improve qual-
ity of life;

X Enhance the integration of connectivity of
the transportation system, among modes, for
people and freight;

X Promote efficient system management and
operation;

K Emphasize the efficient preservation of
existing transportation system.

TRANSPORTATION SECRETARY RESIGNS. Under
allegations of patronage in road construc-

tion projects, Transportation Secretary Garland
Garrett resigns. The resignation comes in the
wake of a number of 1997 NCDOT scandals
involving favoritism, corruption and dubious
campaign-finance practices benefiting Governor
Jim Hunt.The governor appoints Norris Tolson
(D-Edgecomb) secretary of transportation.

Highway Trust Fund Appropriations

$377,292,874
73,306,823
152,561,525
39,586,823
27,215,955
170,000,000
$839,964,000



HIGHWAY FUND APPROPRIATIONS

1998-1999

Administration $ 107,052,407
State Construction 107,233,000
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000
State Maintenance 464,747,200
Ferry, Railroad, Public Transportation, Airports 60,945,211
State Aid to Municipalities 81,233,000
Division of Mator Vehicles 90,046,330
Governor's Highway Safety Program 312,080
Highway Patrol (xfr to CCPS) 121,625,653
Transfer to Highway Trust Fund -0-

Transfers to Other State Agencies 48,704,923
Employer's Contrib., Salary & Benefits Reserves 42,993,284
Other Reserves 9,986,285
(apital Improvements 4,070,348

Debt Service -0-

Total Highway Fund $1,148,049,721

REFORMS IN WAKE OF SCANDALS.The

General Assembly reforms the N.C. Board of

Transportation in an effort to contain ethical

misconduct. Specifically, SB 1567 does the fol-

lowing (effective in 2001):
X Reduces the board to 19 members, instead
of 26, and requires five of the board members
to have expertise in environment, public trans-
portation, ports and aviation, rural and urban
transportation, or government finance. (It also
provides that at least three of the board mem-
bers - all of whom will be appointed by the
governor — must be of the opposition party.
Prior to SB 1567, the lieutenant governor had
one Transportation Board appointment, the
speaker of the house had two, and the presi-
dent pro tempore had two.);
X Requires board members to file more
detailed economic disclosure statements and
requires board members to disclose any con-
tributions they or their family members make
to the governor. As of 2001, board members
must disclose any campaign fund-raising
activities they engage in for statewide offices
or for legislative races;
X Makes it a felony for board members to use
their positions to benefit themselves, their
family members, or associates. (Violations are
subject to fines up to $20,000.);
X Boosts local input into transportation poli-
cymaking by requiring NCDOT to inform local
governments of any project affecting them

(costing $150,000 or more). Said governments
would have 45 days to comment on the proj-
ect.The reforms, despite the improvements,
further concentrate control of transportation
policy under the governor, who also appoints
the transportation secretary.

AUDIT OF NCDOT AND HIGHWAY TRUST FUND.
The Office of the State Auditor conducts and
publishes a performance review of NCDOT and
a performance audit of the HTF. In these two
audits, the auditor makes a number of recom-
mendations for improvements in the operations
of NCDOT, as well as suggestions for legislation
that might result in more efficient spending of
state transportation investments.”Tolson and
State Auditor Ralph Campbell reviewed the
department and found it full of inefficiences and
undeliverable promises,” writes an editorialist
for the Winston Salem Journal.”In November and
December, Tolson announced that the Highway
Fund and the Highway Trust Fund were, in total,
more than $3 billion short of the money needed
to complete projects promised for the next
decade.”The report also gives new cost esti-
mates for the HTF.

N TRANSPORTATION
SECRETARY. David
McCoy (who would later

become the budget direc-
tor under Governor Easley) begins his tenure

as transportation secretary by questioning the
fiscal wisdom of some NCDOT projects. Writes
the Charlotte Observer’s Jack Betts:"Exactly why,
[McCoy] wanted to know did some staffers think
it made more sense to build a $26 million, 35-
foot-high drawbridge there instead of an $18
million, 65-foot-high fixed bridge that would
allow uninterrupted vehicle traffic on and off
the island and unobstructed commercial and
pleasure craft traffic on the waterway? Why

did it make sense to hold up vehicular traffic
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when the drawbridge
was up? What about
evacuations during hur-
ricanes? What about
the pollution from
idling car engines wait-
ing for the drawbridge
to come back down?”
McCoy succeeds Norris
Tolson, a retired DuPont
executive briefly given
responsibility for

Rural Interstate
Pavement Condition

Urban Interstate
Pavement Condition

Urban Interstate
Congestion

North Carolina’s National
Ranking in Highway Quality

and Performance - 1999

Highway Trust Fund Appropriations

1999-2000
Intrastate System 5401,102,481
Secondary Roads Construction 75,899,292
Urban Loops 162,189,139
State Aid to Municipalities 42,085,006
Program Administration 28,768,082
36th Transfer to the General Fund 170,000,000
Total Highway Trust Fund $880,044,000
A2nd tury; 3) the problems of funding sys-
tem maintenance; and 4) the transfer
33rd of Highway Fund moneys to agencies
other than NCDQOT, such as the General

reforming the NCDOT
after some legal and ethical lapses by appoin-
tees of Governor Hunt.

HIGHWAY FUND APPROPRIATIONS

1999-2000

Administration
State Construction

$ 100,882,127
110,777,000

Total Other Construction (spot safety improvements, bridge replacement) 9,100,000
State Maintenance 493,079,469
Ferry, Railroad, Public Transportation, Airports 75,255,948
State Aid to Municipalities 84,777,000
Division of Motor Vehicles 92,030,749
Governor's Highway Safety Program 338121
Highway Patrol (xfr to CCPS) 121,285,445
Transfer to Highway Trust Fund =0-
Transfers to Other State Agencies 52,715,887
Employer's Contrib., Salary & Benefits Reserves 21,868,715
Other Reserves (10,380,110
(apital Improvements -0 -
Debt Service -0-
Total Highway Fund $1,150,833,179

COSTLY BRIDGE.The most expensive bridge ever
constructed in North Carolina — costing tax-
payers $120 million — opens in New Bern.The

bridge crosses the Neuse River and connects US-

17 with US-70.

TRANSPORTATION STUDY ONE.The General
Assembly resolves to create a commission to
study the future of transportation in the state.
The Blue Ribbon Transportation Finance Study
Commission is directed to study: 1) the Highway
Trust Fund — adopted 10 years prior; 2) the
adequacy of current funding sources for needs
related to projects into the next quarter cen-

Fund. Recommendations of the Blue
Ribbon Commission are to be presented to
the Joint Transportation Legislative Oversight
Committee (JTLOC) in 2001.

TRANSPORTATION STUDY TWO.The General
Assembly asks for a second study to discover
why so much road construction is delayed in
North Carolina.The study will investigate and
make recommendations about:
X NCDOT's inability to obtain environmental
and historic preservation permits expedi-
tiously;
X Cooperation among NCDOT and other
agencies related to permitting;
X Issues related to obtaining rights-of-way;
and
X Other delays such as those associated with
public hearings, planning and design.

TRANSPORTATION STUDY THREE. In yet another
study commissioned by the General Assembly,
researchers are directed to investigate the
demands placed on NCDOT to maintain its sec-
ondary road network.

TRANSITWAYS. Legislation approved by the
General Assembly allows NCDOT and municipali-
ties around the state to designate “transitways”
— that is, lanes reserved for public transporta-
tion vehicles and specially designated private
vehicles.



OLL ROADS PILOT
TPROJECT. In a major shift

for N.C. transportation, the
General Assembly approves
a pilot program authorizing
the construction of a single, privately financed
toll road or bridge project.”l don’t know any-
body who's going to have any real opposition
to it,” says Representative Drew Saunders (D-
Mecklenburg).”If you talk to anybody in the
House, any district, they’ll tell you they’re pretty
desperate for roads.” North Carolina is one of
only 15 states without toll roads - a situation
that North Carolinians had generally prided
themselves on.S.L.2000-145 allows the state to
exercise powers of eminent domain on behalf
of a tollroad's private sponsor if said sponsor
has made all reasonable efforts to acquire
property through negotiation.

Highway Trust Fund Appropriations

2000-2001
Intrastate System $468,213,303
Secondary Roads Construction 84,626,354
Urban Loops 189,325,960
State Aid to Municipalities 49,126,497
Program Administration 34,247,886
Transfer to the General Fund 170,000,000
Total Highway Trust Fund $995,540,000

MILLENNIAL SNAPSHOT. At the cusp of the
millennium change, North Carolina has 99,813
miles of public roads. There are 6,305,150

motor vehicles registered, including 3,743,066
automobiles, 2,448,806 trucks, and 30,631 buses.
Licensed drivers number 5,690,494. The major
interstate highways are 1-95, which stretches
north-to-south across the coastal plain, I-85,
which parallels it across the piedmont, and I-

40, which leads from the mountains from the
Tennessee border to the coast at Wilmington. I-
26 and |-77 also handle north-south traffic in the
western part of the state.l-73 and I-74 add 325
miles of interstate highway and handle north-
south traffic in eastern North Carolina.

LOCAL GOVERNMENT PARTICIPATION. The ability
for N.C. municipalities to contribute financially

HIGHWAY FUND APPROPRIATIONS

2000-2001
Administration $ 102,119,738
State Construction 113,502,000
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000
State Maintenance 519,924,321
Ferry, Railroad, Public Transportation, Airports 80,428,631
State Aid to Municipalities 87,902,000
Division of Mator Vehicles 94,649,688
Governor's Highway Safety Program 338,121
Highway Patrol (xfr to CCPS) 124,148,817
Transfer to Highway Trust Fund -0-
Transfers to Other State Agencies 54,220,830
Employer's Contrib., Salary & Benefits Reserves 45,696,315
Other Reserves 14,466,290
(apital Improvements 9,000,000
Debt Service -0-
Total Highway Fund $1,243,153,179
to highway
North Carolina’s National construction
Ranking in Highway Quality RSNl
and Performance - 2000 to them after
13 years of
limitations on
Rural Interstate 38th h ti
Pavement Condition such practics
es. 1987 legis-
Urban Interstate 39th Ifat'?n Placed
Pavement Condition limitations
on town con-
Urban Interstate 41st trlbuthns to
Congestion TIP projects,
with sliding
scales that

tied funding to population.That legislation
had been an outgrowth of concerns that rural

projects were being postponed so that NCDOT
could take advantage of the financial leverage
from the larger towns and cities. S.L. 2000-188
removes the limitations on funding from munici-
palities, with the caveat that no other projects

in the TIP be disadvantaged by the additional
funding. Additionally, the state may not reward
the municipality by giving it state funds for
other projects.

METROPOLITAN PLANNING ORGANIZATIONS.
North Carolina statutes formally acknowledge
the existence of metropolitan planning orga-
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nizations (MPOs) already set up pursuant to
federal statues requiring the formation of such
organizations. S.L. 2000-80 also requires MPOs
in federally designated “non-attainment areas”
to develop a joint plan for improving air quality.
The legislation also encourages MPOs to merge
into larger, more regional organizations.

RURAL PLANNING ORGANIZATIONS.The
Legislature authorizes NCDOT to form rural plan-
ning organizations (RPOs) to function much

like MPOs. This strictly state-based initiative is
designed to better serve needs of rural areas
and is not connected to any federal legislation
(unlike the formation of the MPOs). RPOs must
develop region-specific transportation plans

to be submitted to the state’s Transportation
Improvement Program (TIP).

EFORMS TAKE EFFECT.
R1 998 reforms of the state

Board of Transportation,
passed by the General

m Assembly, take effect. Governor

Mike Easley names a mélange of developers,
conservationists and business leaders to the
board responsible for spending billions on
transportation projects. The list of 19 proposed
appointees to the Board includes seven mem-
bers who served on the board under former
Governor Jim Hunt. Prior to the change, the gov-
ernor selected most of the 26 members while
legislative leaders chose four.The board will now
be composed of only 19 members and at least
three members must belong to a political party
different from the governor’s. Despite being in
full compliance with the new rules, the News and
Observer reports:“Sixteen of Governor Easley’s
just-announced appointees to the state Board of
Transportation count themselves, and their fami-
lies,among his political contributors.In naming
these individuals to a board responsible for the
spending of billions of dollars of public money,
the governor follows a long-standing political

Highway Trust Fund Appropriations

. 2001-2002

tradltlo.n of . Intrastate System 464,295,516
rewarding his Secondary Roads Construction 83,827,858
friends." The Urban Loops 187,741,771

State Aid to Municipalities 48,715,429
1998 reforms Program Administration 34,142,426
were meant to Transfer to the General Fund 170,000,000
emphasize the Highway Trust Fund $988,723,000

professional

expertise of board members over political loyal-
ties.The new board takes over at a time of grow-

ing maintenance demands, increased conges-

tion and dwindling budgets.

TIPPETT AS TRANSPORTATION SECRETARY.

Governor Mike Easley appoints Lyndo Tippett as
Secretary of Transportation.“Tippett pledgels]
to make road maintenance and mass transit his
top priorities,” writes Paul Woolverton of the
Fayetteville Observer. In the eight years prior,
Tippett served as a member of the N.C. Board of

Transportation.

MUNICIPAL FUNDING OF EXTRATERRITORIAL

ROADS.Two related acts allow cities with

populations of 250,000 or more (i.e., Charlotte
and Raleigh) and a few specifically designated
adjacent suburban communities (e.g., Cary and
Weddington) to spend municipal funds to build
and improve roads outside of their territorial
limits. Before making such improvements, these
municipalities must enter into a memorandum

HIGHWAY FUND APPROPRIATIONS

2001-2002
Administration $ 97,997,545
State Construction 118,462,000
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000
State Maintenance 578,632,263
Ferry, Railroad, Public Transportation, Airports 120,332,966
State Aid to Municipalities 87,462,000

Division of Motor Vehicles
Governor's Highway Safety Program

100,746,629
266,693

Highway Patrol (xfr to CCPS) 131,697,852
Transfer to Highway Trust Fund -0-

Transfers to Other State Agencies 57,097,174
Employer's Contrib., Salary & Benefits Reserves 5,995,680
Other Reserves 17,609,869
(apital Improvements 1,634,000
Debt Service -0-

Total Highway Fund $1,313,477,734




This“Build it. They will come” mentality has

. . URNPIKE AUTHORITY.
contributed to considerable waste.Indeed, TThe General Assembly
establishes the
North Carolina Turnpike
Authority to raise private
money for faster delivery and funding of trans-
portation services and infrastructure. Specifically,
this legally separate entity is created to manage
of understanding with NCDOT that the latter will the design, financing, operation and upkeep of
provide maintenance for these roads. turnpikes and tollways in the state. Integrating
toll roads has become increasingly important

HTF SPENDING SPREE. Budget bills for 2001 and to the N.C.system, particularly in light of dwin-
the following years direct NCDOT to use $687  dling resources in the Highway Fund and HTF.
million of the
cash balance in HIGHWAY FUND APPROPRIATIONS
mary route pres-
ervation ($470 § 97,635313
million); prelimi- 123,500,000

. . 9,100,000
44th nary engineering 585,432,703
costs ($45 mil- 109,132,966
lion); upgrades

rural areas often need road maintenance

more than they need new construction.

North Carolina’s National
Ranking in Highway Quality

and Performance - 2002

Administration

State Construction

Total Other Construction (spot safety improvements, bridge replacement)
State Maintenance

Ferry, Railroad, Public Transportation, Airports

State Aid to Municipalities

Division of Mator Vehicles

Rural Interstate
Pavement Condition

87,500,000

Urban Interstate 100,742,419

Pavement Condition b to traffic signals Governor's Highway Safety Program 266,693
($45 million); Highway Patrol (xfr to CCPS) 133,098,294

. Transfer to Highway Trust Fund -0-
Urban Interstate 38th public transpor- | 1ers to Other State Agencies 58,493,283
Congestion tation ($120 mil- | Employers Contrib,, Salary & Benefits Reserves 738,680
lion); and small Other Reserves 75861320

. . ! Capital Improvements -0-

urban construction ($7 million). A full 10 percent | pebt Senice 0-
of the $470 million in primary route preserva- Total Highway Fund $1,312,687,734

tion may be used for discretionary spending on

economic development projects. While spend-
ing on these project categories is usually neces-
sary, none of these projects were included in
the original HTF legislation. Indeed, spending on
such projects will mean there is less money to
complete projects specified in the original HTF
legislation in 1989, including unfinished urban
loops around major metropolitan centers.

DIVERSIONS FROM HTF TO GENERAL FUND.The
governor and General Assembly begin to divert
extra resources from the HTF to the General
Fund — increasing the annual transfer from
$170 million established in the original HTF leg-
islation to $252 million.

SCANDALS RESUME. Governor Easley says of the
Board of Transportation’s past ethical problems:
“Some of the scandals of the past | just did not
want to see in this administration - that's why

| wanted [Lyndo Tippett] to take the secretary’s
job.” Easley adds:”Neither | nor Lyndo have a lot
of tolerance for this sort of thing.” Meanwhile,
Transportation Secretary Lyndo Tippett spends
$75,000 to put up rail-crossing warning signals
and arms on a road that serves a company whose
owner made contributions to the governor and
two Democrat congressmen.When a reporter
confronts him with telling memos and e-mails
related to the affair, Tippett acknowledges:”|
pushed it and kicked it through the department.”
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Highway Trust Fund Appropriations CRITICS
2002-2003 ATTACK FIX-IT
Intrastate System 5328765110 FUND. Critics
Secondary Roads Construction 69,230,843 ’
Urban Loops 13293918 such as state
State Aid to Municipalities 34495129  Senator Patrick
Program Administration 32,000,000 ; _
Transfer to the General Fund 377,400,000 Ba_l Iar'm ne (R
Highway Trust Fund $974,830,000 Wilmington)
say certain
discretion-

ary funds — designed to address transporta-
tion needs that don't fall under the state’s
Transportation Improvement Program (TIP) —
are being used for political purposes. One mil-
lion dollars is set aside each year in each of the
state’s 14 transportation divisions and another
$10 million is controlled by the transportation
secretary, the Speaker of the N.C. House and the
president pro tem of the N.C. Senate.”There is
the perception that tax dollars that go through
NCDOT are being used to help a few instead
of the many in certain cases,” says Ballantine.
“You've got a good-old-boy system. Rightly or
wrongly, that’s the perception of many people,
and then there have been scandals over the
years.”

DIVERSIONS FROM HTF TO GENERAL FUND.The
governor and General Assembly divert even
more resources from the HTF to the General
Fund than in the year-prior period — from $252
million to $377 million, up from $170 million in
2000 and preceding years. (The extra $125 mil-
lion was to be a loan, but only one $10 million
payment has ever been made.)

SUIT AGAINST EASLEY FOR HTF TRANSFERS.
Former Senator Bill Goldston and former
Transportation Secretary Jim Harrington sue
Governor Mike Easley for having diverted $80
million from the HTF, which they claim is uncon-
stitutional under state law. Easley sites his con-
stitutional mandate to balance the state budget.
(The case is dismissed until a 2006 review by the
N.C. Supreme Court determined that Goldston
and Harrington have legal standing to sue as cit-
izens, according to AP reporter Gary Robertson.

The suit is likely to return to a lower court to
determine the legality of Easley’s transfers.)

FUEL TAXES. Motorists pay 22.3 cents to the state
and 18.4 cents to the federal government on
each gallon of fuel they purchase.

REEN AWARD. NCDOT
G receives a national
award for environ-
mental stewardship in its
road building.The honor
is due mainly to the work of Roger Sheats,
Deputy Secretary for the Environment, Planning

and Local

Government o .
Affairs, who North_ Ca_rohn_a s National _
was tapped Ranking in Highway Quality
to oversee and Performance - 2003
the ecological
impact of road Rural Interstate o
building proj- Pavement Condition
ects. Despite
these laurels, Urban Interstate 40th
North Carolina Pavement Condition
road projects
would see Urban Interstate

: 47th
costly delays Congestion

duein no small
part to the strict regulatory oversight that won
NCDOT the award. (Note: the degree to which
environmental regulation hampers construc-
tion projects would be revealed in a 2004 JTLOC
study.)

MOVING AHEAD.The General Assembly
approves Governor Easley’s Moving Ahead
initiative, the $700 million program Easley
pushed to improve safety and loosen conges-
tion through upgrades such as traffic signals,
intersection upgrades, and public transportation.
While no one denies that many of the improve-
ments under Moving Ahead are necessary, crit-
ics charge the methods by which the General



HIGHWAY FUND APPROPRIATIONS

2003-2004 Highway Trust Fund Appropriations
2003-2004

Administration $ 100,967,085 Intrastate System $422,754,783
State Construction 134,600,000 Secondary Roads Construction 79,559,266
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000 Urban Loops 170,944,428
State Maintenance 582,507,482 State Aid to Municipalities 44,356,838
Ferry, Railroad, Public Transportation, Airports 114,473,468 Program Administration 40,001.560
State Aid to Municipalities 89,600,000 Transfer to the General Fund 252,422,125
Division of Motor Vehicles 102,032,933 Total Highway Trust Fund $1,010,039,000
Governor's Highway Safety Program 292,449
Highway Patrol (xfr to CCPS) 137,378,475
Transfer to Highway Trust Fund -0-
Transfers to Other State Agencies 62090642 | from the HTF. An additional $2 million in
Employer's Contrib., Salary & Benefits Reserves 12,382,140 matching funds are made available to MPOs
Other Reserves 4,888,860 . .
Gt I 0- to comply with federal regulations of the
Debt Service -0- Clean Air Act.The loans must be repaid
Total Highway Fund $1,347377,703 | \yithin five years. An additional $750,000 is

Assembly will fund the initiative are dubious at
best, particularly given funds will be taken from
the sale of bonds the proceeds of which are
earmarked for the HTF. Also, some of the Moving
Ahead funds are intended for non-essential proj-
ects such as light rail bids in Charlotte and the
Triangle. See Moving Ahead, Light Rail and Q & A
#5 & #7.

HTF-NCDOT STUDY. Concerned about the pace
at which NCDQT is completing projects, the Joint
Transportation Legislative Oversight Committee
(JTLOCQ) resolves to commission an independent
review of NCDOT's project delivery schedule, as
well as its internal processes with respect to HTF
projects. Results of the study are to appear in
2004. See also JTLOC.

MORE LOOP PROJECTS. With S.L.2003-284
(Section 29.11), the General Assembly adds
additional urban loops and sections of loops

to the HTF list, including: the Fayetteville

Outer Western Loop; a multilane extension of
the Greenville Loop; two interchanges to the
Greensboro Loop; changes to the Raleigh Outer
Loop, the Wilmington Bypass and the Winston-
Salem Northbelt. The law continues funding for
sections of the Durham Northern Loop.

MORE MPO AND RPO FUNDING. Rural planning
organizations (RPOs) and metropolitan planning
organizations (MPOs) are to receive $750,000

made available to regional authorities seek-

ing to comply with the federal regulations
(i.e., areas with substandard air quality). This sum
must go towards regional transportation plan-
ning in “non-attainment” or “maintenance” areas.

DIVERSIONS FROM HTF TO GENERAL FUND.The
governor and General Assembly again divert
extra resources from the HTF to the General
Fund - $252 million, up from the $170 million
baseline established in the original HTF lan-

guage.

ESULTS OF NCDOT
2004 RSTUDY.The Joint
Transportation
Legislative Oversight
Committee (JTLOC) study

of NCDOT project delivery processes reveals sig-
nificant organizational problems.The study finds
that the delivery of construction projects had
become more difficult and complicated over
the years. One dominant complication the study
reveals is that original HTF legislation allocat-
ing funds to NCDOT projects did not take into
account layers of bureaucracy, time, and cost
associated with federal and state environmen-
tal regulatory compliance, as well as approval

by relevant environmental agencies. Sensitivity
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to environmental
issues has increased
since the HTF’s
inception, as has
increases in public
scrutiny, litigation,
and vigilance by
NCDOT environmen-
tal divisions.The
study’s other out-
standing finding is
that NCDOT lacked
strong project man-
agement capabili-
ties, program man-

HIGHWAY FUND APPROPRIATIONS

at Concord Regional
Airport, the fourth-

2004-2005 . ) )
busiest airport in

Administration $ 10669784 | North Carolina.
State Construction 129,000,000 u
Total Other Construction (spot safety improvements, bridge replacement) 9,100,000 lam pleased
State Maintenance 598,108,745 | we were able to
Ferry, Railroad, Public Transportation, Airports 116,074,883 secure funding
State Aid to Municipalities 91,000,000 f iact
Division of Motor Vehicles 104115834 | TOF Many projects
Governor's Highway Safety Program 293118 | in the Charlotte
Highway Patrol (xfr to CCPS) 136,526,134 area,” says Senator
Transfer to Highway Trust Fund -0- L
Transfers to Other State Agencies 62441700 | Elizabeth Dole (R).
Employer's Contrib,, Salary & Benefits Reserves 29,312,800 “Light rail service
Other Reserves (3,191,800) . .
(apital Improvements -0- will greatly benefit
Debt Service 0- the Charlotte area
Total Highway Fund $1,385,373,029 by helping spur

agement processes,

economic develop-

and means to attract and

Highway Trust Fund Appropriations

ment, easing commuting

; 2004-2005 . .

retain talented personnel. DSy 452,665,225 |s.sues and.aIIeV|at|rTg ftjture
Secondary Roads Construction 82,648,141 air and noise pollution.

MOVING AHEAD. North Urban Loops 183,038,965 Critics charge congressional

. . State Aid to Municipalities 47,495,141 . . .

Carolina entgrs the flrst year brogrm Admistatin 30,636,698 Bepubllcans W|t”h acting

of construction projects Transfer to the General Fund 242,586,830 like Democrats:“Before

bankrolled by the Easley- Total Highway Trust Fund $1,048,071,000 they took over Congress

backed Moving Ahead

Initiative, a program that

takes $700 million from the Highway Trust Fund
for small, local projects such as traffic signals,
public transportation, and primary route preser-
vation. See Moving Ahead and Q & A #5.

SIGNS OF THE TIMES. Taxpayer-funded signs
at over $100 apiece appear along high-

ways improved with Moving Ahead monies.
Critics charge the signs have little informa-
tion value, but amount to election-year ads
by Transportation Secretary Lyndo Tippett on
behalf of Governor Mike Easley.

FEDERAL FUNDING FOR LIGHT RAIL AND MORE.
In a large federal spending “omnibus” bill passed
by the U.S. Congress, Charlotte gets $30 mil-
lion for its light rail South Corridor, as well as
resources for other transportation related proj-
ects, including: $1 million for the US 74 Monroe
Bypass; $1 million for Gaston County’s Garden
Parkway; and $1.25 million to extend a runway

10 years ago, Republicans

were heavily critical of
Democrats for such (local) earmarks and now
there are more earmarks than ever,” says Chris
Edwards, director of fiscal policy at Cato Institute.
“It's just a free-for-all.”

SCANDALS RETURN. Six years after the General
Assembly made half-hearted reforms to the
Board of Transportation, the inadequacy of those
efforts surfaces when one board member’s
electronic fund-raising letter ties the building

of roads to political contributions. In the e-mail
to fellow members of his Iredell County Rotary
Club, Johnson writes it is essential to raise
$50,000 for Easley’s campaign within a matter

of days. If he doesn't, he'll probably lose his seat
on the board, he writes, and that would mean
Iredell would lose out on roads.“Union County
raised $100 k for Easily (sic) last year. The Monroe
bypass has been stepped up and is now first on
the list as a Toll Facility.” adds Johnson: “We need
to make our voice heard and that can be facili-



tated with monetary support for our Governor.”
Both Governor Easley and other board members
vehemently deny that transportation improve-
ments depend on political contributions. Frank
Johnson resigns immediately after the Charlotte
Observer makes the letter public.

ADDITIONAL LOOPS IN THE HTF.The General
Assembly adds more loop projects to the exist-
ing ones. Specifically, the change (a section of
the appropriations act, S.L. 2004-124) increases
a portion of Charlotte’s Outer Loop to six lanes,
adds a multilane Gastonia loop known as the
Garden Parkway, and expands the Raleigh Outer
Loop, as well as the Wilmington Bypass.

NODS TO PRIORITIES, TRAFFIC VOLUMES. The
General Assembly integrates a two-tiered pri-
ority system for funding of intrastate highway
projects in response to dwindling Highway Fund
and HTF resources and changing local priori-
ties (appropriations act, S.L. 2004-124, Section
30.21(a)). The legislation also means highways
need not always be four-lanes if environmental
considerations or traffic volumes suggest fewer
lanes. See also Q & A #2.

LOCAL FUNDS. North Carolina refines 2001 leg-
islation that departed from strict adherence to
state-generated funding sources, allowing the
state to accept funds from local governments
and not-for-profit groups. Local governments
sometimes want to help move projects along,
but until 2001 the law forbade it. The law cur-
rently allows local funding as long as the contri-
bution doesn’t skew the state’s other priorities.
The 2004 refinement allows for contributions
by municipalities as long as: 1) the state reim-
burses local governments within seven years

of accepting the local funding source, and 2)
the reimbursement is reflected in the state’s
Transportation Improvement Program (TIP). (S.L.
2004-168) See also TIP.

DIVERSIONS FROM HTF TO GENERAL FUND.The
governor and General Assembly again divert

extra resources from the HTF to the General
Fund - more than $252 million, up from the
$170 million baseline established in the original
HTF language.

EDERAL
FTRANSPORTATION

BILL. President Bush
signs a $286.4 billion trans-
portation bill - The Safe,

Accountable, Flexible, Efficient Transportation
Equity Act (SAFETEA-LU) — which includes a
number of earmarks for pork projects around
the country.”One person’s pork is another
person’s vital project,” says Norman Ornstein

of the American Enterprise Institute.“These
special projects which amount to about $24 bil-
lion of this $286.5 billion bill — about 8 percent
- [aren't] vetted by anybody, they're just stuck in
by individual lawmakers.” NCDOT official R.Van
Argabright speaks to the News & Observer about
a $200,000 federal set-aside for the study of

US 276, which runs through the North Carolina
mountains into South Carolina:"We don’t have
anything we want to study on US 276, and
nobody has come forward and said,'why aren’t
you all studying 276?"" The problem with these
earmarks, says NCDOT CFO Mark Foster, is that
they “short-circuit” the elaborate planning pro-
cess used by state and local officials. See also
Light Rail and Q & A #7.

OVERDUE HTF FUNDING. Funding for the HTF,
which was due to be fully funded in 2003,
remains incomplete. Moving Ahead and other
expenses cause delays in its full funding. Since
Governor Easley’s raiding of the HTF, “tempo-
rary” taxes on title transfers (3 percent since
1989) remain in 2005, though they should have
expired in 2003.

LIGHT RAIL IN THE TRIANGLE. Construction on
Charlotte’s light rail project proceeds as Raleigh's
own light rail plans stall. Senator Elizabeth Dole
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nize (S.L.2005-276).
Major elements of

the reorganization
include transferring the
Program Development
Branch from the
Deputy Secretary for
Environment, Planning
and Local Government
Affairs to the office

of the Chief Financial
Officer. In addition,
both Transportation
and Planning, as
well as the Project

announces she will no longer actively seek fed-
eral funds for the Raleigh project. Dole’s decision
was based on the Triangle’s failure to meet mini-
mum federal requirements for cost-effectiveness.
The Triangle Transit Authority (TTA) abandons
the project for the time being.

LIGHT RAIL IN CHARLOTTE. As officials in the
Triangle must face the reality of their failed bid,
Charlotte Mayor Pat McCrory rejoices in his light
rail victory for the Queen City. Construction
begins, even as detractors demonstrate that
Charlotte could have put its light rail money to
better uses, such as rapid bus transit. Charlotte,
apparently, is now stuck with what will by 2006
balloon into a $500 million-plus boondoggle.
The city’s relationship with the engineering con-
tractor, Parsons, starts off without complaint, but
ends in a bitter media and court battle a year
later:“This was a team effort,” says Parsons exec-
utive vice president Thomas Barron.”l just think
it's grossly unfair [for the city] to have us trashed
in the press this way, in the sense that there’s a
lot more to this than is being reported.”

NCDOT REORGANIZATION. Because of grow-
ing concern about the plodding pace at which
highway projects are being completed, the
General Assembly directs NCDOT to reorga-

Development and

Environmental Analysis
branches, are moved into the purview of the
Office of the State Highway Administrator. The
reorganization was carried out by Transportation
Secretary Lyndo Tippett, however, in advance of
the General Assembly’s directive. This allowed
Tippett to keep a couple of key positions open
within NCDOT.

HEAVY TRUCKS. NCDOT resolves to increase
penalties for heavy trucks that exceed highway
weight limits. According to a NCDOT study,
heavy trucks cost N.C. taxpayers $130 million per
year in damages to pavement. Groups like the
N.C.Home Builders Association, whose business-
es rely on heavy trucks, oppose the regulations
and urge exemptions.

TURNING TO TOLLS. Transportation Secretary
Lyndo Tippett suggests construction on the
Triangle’s stalled southern half of the 540 loop
be finished with funds collected by toll. But
many - like Fuquay-Varina mayor John Byrne

- feel it would be unfair to let people already
using the northern half of the loop get a "free"
ride while users of the southern half bankroll
their own construction project.”l think it's an
additional tax on the people in the southern half
of Wake County who would ride I-540 to work in
RTPR” says Byrne. Critics also charge that tolls for



loop projects would be unnecessary if the state
used monies in the Highway Trust Fund (HTF) for
purposes originally intended by its crafters.

ENVIRONMENTAL COMPLIANCE COSTS.In an
effort to rein in excessive project delivery time
and costs associated with environmental regu-
latory compliance, the General Assembly (via

a provision of S.L. 2005-276) directs NCDOT to
conduct an analysis of any proposed environ-
mental policy or guideline to determine whether
it results in additional costs.

GREEN LEAVES. Roger Sheats, NCDOT's top envi-
ronmental official, leaves office only two years
after receiving awards, and five months after
surviving an NCDQOT reorganization in which his
group moved directly under finance officials. The
problem with Sheats’s environmental regulatory
oversight, it seems, is the speed with which he
and his team were able to assess the impacts of
various projects. That is, many vital projects had
been delayed due to impact studies (in excess
of even federal standards for environmental
impact). Delays in road construction began

to annoy constituents and business interests:

“It didn't help that Sheats's ideas about a Dare
County bridge replacement project ran counter
to those of local and state politicians,” writes a
News & Observer editorialist.

TWO FUNDING MEASURES. Governor Mike
Easley signs HB 254 authorizing $900 million in
grant anticipation revenue and vehicle (GARVEE)
bonds, which will be used to help pay for feder-
ally funded transportation projects statewide.

In addition to that measure, HB 750 lets NCDOT
expand the Secondary Roads Construction
Program over the next four years from paving
unpaved roads to a comprehensive moderniza-
tion program.”North Carolina’s transportation
needs continue to outpace available resources,”
says Easley.”These two bills will help significantly
address that gap.”

EXTRA FROM HTF TO GENERAL FUND.The
Governor and General Assembly again divert
extra resources from the HTF to the General
Fund — $252 million, up from $170 million in
2000.

Motor Fuels Tax Rates

(in cents per gallon)

Date Rate Date Rate
01/01/06 - 06/30/07 29.9 07/01/96 - 12/31/96 21.7
07/01/05 - 12/31/05 271 01/01/96 - 06/30/96 22.0
01/01/05 - 06/30/05 26.6 07/01/95 - 12/31/95 21.6
07/01/04 - 12/31/04 24.6 01/01/95 - 06/30/95 21.7
01/01/04 - 06/30/04 24.3 07/01/94 - 12/31/94 21.3
07/01/03 - 12/31/03  24.2 07/01/93 - 06/30/94 22.0
01/01/03 - 06/30/03  23.4 01/01/93 - 06/30/93 223
07/01/02 - 12/31/02 221 07/01/92 - 12/31/92 21.9
01/01/02 - 06/30/02 24.2 01/01/92 - 06/30/92 22.3*
07/01/01 - 12/31/01 241 07/01/91 - 12/31/91 22,6
01/01/01 - 06/30/01 24.3 01/01/91 - 06/30/91 223
07/01/00 - 12/31/00 23.1 07/01/90 - 12/31/90 21.5
01/01/00 - 06/30/00 22.0 01/01/90 - 06/30/90 21.7
07/01/99 - 12/31/99  21.0 08/01/89 - 12/31/89 20.9*
01/01/99 - 06/30/99 21.2 07/01/88 - 07/31/89 15.7

07/01/98 - 12/31/98 21.6 01/01/88 - 06/30/88 15.8
01/01/98 - 06/30/98 22.3 07/15/86 - 12/31/87 15.5™*
07/01/97 - 12/31/97 22.6 07/01/81 - 07/14/86 12.0
01/01/97 - 06/30/97 22.6 07/01/69 - 06/30/81 9.0

* Effective January 1, 1992 the tax rate was changed to 17.5 cents per
gallon plus 7% of the average wholesale price which was then converted
to the nearest 1/10 of a cent. The tax rate was subject to change in
January and July of each year.

** Effective August 1, 1989 the tax rate was changed to 17 cents per
gallon plus 7% of the average wholesale price which was then converted
to the nearest 1/10 of a cent. The tax rate was subject to change in
January and July of each year.

*** Effective July 15, 1986 the tax rate was changed to 14 cents per
gallon plus 3% of the average wholesale price which was then converted
to the nearest 1/10 of a cent. The tax rate was subject to change in
January and July of each year.

In addition to the road tax, every gallon of motor fuel includes a .25 cent
per gallon inspection tax.

Source: North Carolina Department of Revenue
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CONCLUSION

exas has the most extensive state highway system in the United States. This makes a lot

of sense considering the Lone Star State is the second largest state in terms of total area

and is also ranked number two in population. North Carolina, by contrast, is the 10th most

populous state and only the 28th largest state in the Union. So why is North Carolina’s
state highway system bigger than California’s or New York’s, or every other state, except Texas?
The answer is complicated, but says a lot about the manner in which road projects are con-
ceived in the Tar Heel state.

Through the 1920s, North Carolina had one of most ambitious highway programs in the coun-
try. Not only were county leaders interested in expanding within their borders, but they quickly
saw the benefits of connecting counties by road. During the Great Depression, however, county
roads in North Carolina came under state ownership. That means today, North Carolina has very
few county-owned roads. While this policy may have seemed like a good idea during the 1930s,
it means roads that might have been planned, built,and maintained locally are now done so at
the state level. In fact, according to Dr. Maurice Y. Mongkuo of Fayetteville State University, the
state of North Carolina takes a far greater share of responsibility for roads (78 percent; only West
Virginia is higher) than the average state (58 percent).

The trouble with centralization is, the farther away an official is from a transportation need, the
more difficult it is to satisfy that need appropriately. Layers of costly bureaucracy must be intro-
duced for state-level officials to handle regional and local transportation matters appropriately
- and these bureaucracies can make increased fiscal demands from the state’s coffers. More
importantly, though, it means state planners are more likely to over fund or under fund projects,
miss critical needs, or face complaints by locals. This is because every new road or road upgrade
is currently tied to state revenues and state bureaucracy. So how can things get done differ-
ently?

In one part of Virginia they took a different approach. The results have been promising.
According to business analyst James Bacon:“Over the years, commercial and residential devel-
opment spilled into Suffolk and residents began agitating for better services. After months of
negotiations, VDOT handed the roads — and funds to take care of them — over to Suffolk.” This
is known as decentralization (or devolution) and Bacon recommends it for the rest of the state:
“When citizens have complaints, says Eric Neilsen, director of public works, 'We don’t have VDOT
to blame anymore. It used to be we'd say,‘It's VDOT'’s fault, what can you do?’ ... Now the buck
stops here.” Could a similar solution work in some or all of North Carolina?

Next, special interests can have an effect on the way roads get built. If you're a wealthy develop-
er with an old friend on the Transportation Board or in the General Assembly, you may have an
easier time getting pavement to your development or business. While this may not happen as
readily today as in the past, the history of North Carolina roads is rife with examples of old boy



projects. Even as recently as 2005 House Speaker Jim Black (D-Mecklenburg), Senate President
Pro Tempore Marc Basnight (D-Dare) and “other legislators also had access to House and Senate
‘contingency funds’in the Department of Transportation. NCDOT officials said about $5.8 million
was spent from those accounts in the current fiscal year’ according to Mark Johnson and Jim
Morrill writing in the Charlotte Observer.

Finally, equitability or “equity” is the primary allocation formula used by the state to determine
how transportation funds will be spent statewide so as to be distributed fairly and equitably
across all seven distributional regions. The formula, which uses incomplete road-miles, popula-
tion, and a base amount distributed equally to each region, was adopted by the state in 1989
and considered the best practice at the time. Now, however, many consider the formula for
constructing roads in North Carolina to be outdated and inefficient, especially because it does
not factor in congestion or directly address critical needs. Critics also charge that use of this for-
mula has been the primary way unnecessary road-miles have been built and taxpayer resources
wasted.

The idea behind the formula was not only to ensure equitable distribution among the seven
regions, but to ensure “economic development” projects such as four-lane highways were built
statewide.The result has been under funding in some areas and excessive funding in others.
Eastern North Carolina, for example, has had a lot of four-lane construction in sparsely populat-
ed areas. And the critical needs of congested areas often go unmet because the drivers causing
the congestion may not live in the congested region. According to Dr. David Hartgen, of the 349
major road projects constructed between 1990 and 2003, more than one-third were of “ques-
tionable value” based on cost per vehicle-mile.The cost to taxpayers was $2.5 billion, or nearly a
third of the original Highway Trust Fund budget.

In short, while population density has a lot to do with the concentration of funds into transpor-
tation projects, so also do considerations of “equity.” That is, allocation formulas build in a certain
amount of money for construction in rural areas — whether these areas need the construction

or not. But this “Build it, they will come” mentality has contributed to considerable waste. Indeed,
rural areas often need road maintenance more than they need new construction. But voters

can feel slighted if high-density areas get all the shiny new projects. Politicians and bureaucrats
responded with formula in order perhaps to protect their jobs — or even out of some abstract
notion of fairness — but taxpayers lose out in the end.

As a result of these three main factors — centralization, special interests and outdated formula -
North Carolina’s state highway system is poorly matched with its size and population compared
with other states. Constructive changes to legislation, resource allocation, and to the bureau-
cracy itself can get us back on track. And positive solutions like innovative financing, responsible
budgeting, improved cost/benefit analyses, and increased prioritization — all - offer us a way to
regain the title of “the good roads state.”
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