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MEMORANDUM

TO: Members of the Subcommittee on Water Resources and Environment

FR:  Bob Gibbs
Subcommittee Chairman

RE: Hearing on “The Economic Importance and Financial Challenges of Recapitalizing the
Nation’s Inland Waterways Transportation System.”

PURPOSE OF HEARING

The Water Resources and Environment Subcommittee is scheduled to meet on
Wednesday, September 21, 2011, at 10:00 a.m. in 2167 RHOB, to receive testimony from the
U.S. Army Corps of Engineers, a representative from the barge industry, a representative from
the Inland Waterways Users Board, a representative from the agriculture sector, a representative
from the inland navigation economics profession, and another nongovernmental organization to
hear testimony on “The Economic Importance and Financial Challenges of Recapitalizing the
Nation’s Inland Waterways Transportation System.”

BACKGROUND

History of the Inland Waterways Transportation System

Federal interest in navigation in the United States stems from the Commerce Clause of
the Constitution. The history of inland navigation in the United States dates back to the 1820°s
when Congress authorized construction of a canal connecting Lake Michigan to the Illinois River
and authorized the United States Army Corps of Engineers to remove snags, debris, and other
obstructions from the Mississippi and Ohio Rivers. These rivers and coastal ports were the
primary routes of commerce for the new nation,
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For nearly two centuries the federal government has dredged channels and built locks and
dams, wing dikes, and other structures to create an Inland Waterway Transportation System for
the efficient movement of goods. The System includes major rivers such as the Mississippi,
Missouri, Ohio, and Columbia Rivers, as well as smaller waterways such as the Tennessee,
Arkansas, Monongahela, and Hudson Rivers.

Today the Inland Waterways Transportation System provides an alternative to truck and
rail and is the most cost-effective and energy efficient means for transporting commercial goods,
especially major bulk commodities like grain, coal, and petroleum products. The Inland
Waterways Transportation System is also a key component of State and local economies and job
creation efforts and is essential in maintain economic competitiveness and national security.

The United States Army Corps of Engineers operates and maintains approximately $235
billion worth of water resources infrastructure assets, including a network of 11,000 miles of the
“fuel-taxed” Inland Waterways Transportation System. The Corps operates and maintains 221
lock chambers at 185 sites on 27 inland rivers and intracoastal waterways segments. The fuel-
taxed Inland Waterways Transportation System carries over 546 million tons of freight annually.

Costs and Benefits of the Inland Waterways Transportation System

Benefits of the Inland Waterways Transportation System are nurnerous. For instance,
one 15-barge tow on a river can carry as much cargo as 216 rail cars or 1,050 large trucks. If the
cargo transported on the inland waterways each year had to be moved by highways, it would
require 58 million truck loads.

Barges moving on waterways are safer, more fuel efficient, and less polluting than other
means of transportation. For example, on average, a gallon of fuel can move one ton of cargo
155 miles by truck, 413 miles by train, and 576 miles by barge. Due to these efficiencies, carbon
dioxide emissions were 2.1 million metric tons less in 2005 than if rail transportation had been
used, and 14.4 million metric tons less than if trucks had been used.

Thirty-eight states are directly served by the Nation’s Inland Waterways Transportation
System, constituting 630 million tons of cargo valued at more than $180 billion annually. Atan
average savings of more than $14.00 per ton over an alternate overland mode, this equals $9.2
billion in annual transportation cost-savings. Water transportation also has the potential to move
huge amounts of cargo that could alleviate congestion on major highway arteries, such as I-95 on
the Atlantic coast.

For some goods, as much as 50% of the ultimate price paid by the consumer is
attributable to transportation costs. Keeping these costs low not only benefits consumers here in
the United States, it also makes products produced in the United States more competitive on the
world market. Congestion at an outdated lock on a waterway can result in increased costs that
rob the farmer or manufacturer of his or her profit. Delay and its associated costs also canrob a
farmer or manufacturer of his or her market.
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This is not a speculative concern. Improved transportation systems in South America
have allowed farmers there to keep their costs low enough to underbid United States grain
farmers for customers Jocated in the United States. America’s farmers, like the rest of the United
States economy, depend on modern, efficient, and reliable waterways as an integral part of the

intermodal transportation system.

America’s utility industry also is dependent on inland waterways. America’s utility
industry uses the inland waterway system to transport over 20% of the coal it consumes to
produce electricity. More than 30% of the oil and petroleum products used across the Nation,
and nearly all the home heating oil and gasoline used in New England, moves by barge.

Like private businesses, the Department of Defense heavily uses ports and waterways.
Our armed forces depend on well-maintained United States ports to load military supplies and
deploy troops at a moment’s notice. In the build-up preceding Operation Desert Storm more
than 540,000 troops and 500 shiploads of cargo were transported from 18 United States ports.
Such movements were equally important during Operation Iragi Freedom. The inland waterway
system also contributes to defense readiness. Waterways move important national defense
resources including vehicles and other supplies in large quantities for the nation’s armed forces.

Fierce debate and controversy has centered on recapitalizing individual projects
throughout the Inland Waterways Transportation System. Project opponents argue that new
locks are not economically justified. The Corps and other applicable federal agencies have a
difficult time making projections 50 years into the future and the Corps is also constrained by the
types of benefits it is permitted to calculate. The Corps may only consider savings in the cost of
shipping on the rivers and may not look at larger economic effects such as those on power
producers and farmers, the ripple effects in businesses and farming communities, or the impact
on the trade deficit. In addition, in its economic modeling, the Corps assumes a shipper always
has the option of shipping by rail instead of barge, even though this is not always true.

The federal government in the past invested in the Inland Waterways Transportation
System to generate economic opportunity by providing an alternative method and lower cost for
moving of cargo. This investment does not guarantee that future cargoes will meet projected
tonnages, however, this federal investment helps to mitigate some of the speculative risks
associated with building to meet demand and helps to moderate rates on other transportation
modes. :

While the dispute over the projected benefits of a proposed navigation project is
informative, ultimately it is up to Congress to determine what kind of waterway navigation
system is appropriate for the nation. Investment in the nation’s Inland Waterways Transportation
System does not guarantee increased volumes of cargo, but an inability or unwillingness to make
an investment almost guarantees no growth in volume will occur.

Benefits to shippers and freight transportation savings are only a small part of the benefits
for the nation’s Inland Waterways Transportation System. The Inland Waterways Transportation
System also provides flood control benefits, increase nearby property values, provides water
supply for nearby communities, generates hydroelectric power, provides recreational
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opportunities, provides local and regional economic opportunities, and enhances national
security capabilities and readiness.

Inland navigation also has had an impact on the Nation’s ecosystem. Vessels using the
system in the 1800s used wood for fuel, resulting in deforestation. Navigation locks-and dams
also impact fish by blocking fish movements through the dam, since most species can only pass
during high flow periods when the dam gates are out of the river. Wing dams, closing dams, and
bank revetments are used to maintain the navigation channel and reduce dredging requirements,

_but also force higher flows into the main river channel. This has reduced the number and quality

of secondary channels.

Deforested areas were later developed as farmland, and while preventing forest
regeneration, gave the United States a safe, locally grown food supply. In the river floodplain
along the Upper Mississippi River-Iilinois River system, agriculture counts as 50% of the entire
floodplain area. To protect this valuable farmland from flooding, levees were constructed,
thereby leading to the subsequent channelization of the Upper Mississippi River. Ditching of the
floodplain to improve drainage increased the magnitude and timing of storm runoff and drained

wetlands.

The Nation’s inland waterways footprint contains millions of acres fish and wildlife
habitat in the form of bottomland forest, islands, backwaters, side channels, and wetlands. For
instance, the 2.6 million acre Upper Mississippi River-Illinois Waterway footprint contains
hundreds of thousands of these acres that support 270 species of birds, 57 species of mammals,
45 species of reptiles and amphibians, 113 species of fish, and nearly 50 species of mussels.
More than 40% of North America’s migratory waterfowl and shorebirds depend on the
resources, shelter, and habitat the region provides. Moré importantly, the region is home to 30
million Americans. Supplementing this diverse habitat, the region has 5 National Wildlife
Refuges along the corridor comprising almost 300,000 acres. )

These National Wildlife Refuges along the Upper Mississippi River-Illinois Waterway
are a result of the navigation channel. These lands were originally project lands, but were
transferred to the Department of the Interior to manage as refuges, preserving them from
development.

Condition of the Inland Waterway Transportation System

Aging infrastructure along the Inland Waterway Transportation System also presents a
challenge. More than 57% of these facilities have been in service for longer than 50 years, while
almost 40% are more than 70 years old, and two locks built in 1839 remain in service today.
Reliability of transportation networks is critical to the nation’s economy. While this
infrastructure has served the nation well, operation and maintenance expendifures will only
slightly prolong the life of a depreciating asset that will continue to diminish in performance.
And, as the asset gets older, its operation and maintenance requirements will grow.

Taking the system as a whole, structures have been deteriorating faster than we have been
replacing or rehabilitating them. As things break, they have to be fixed. The result has been a

4
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loss in the reliability of the system. For example, on the Ohio River navigation outages have
increased more than 3 fold since 2000, going from approximately 25,000 hours to 80,000 hours.

Many of the locks on the nation’s Inland Waterways Transportation System are 600 feet
long. While this was the industry standard in the 1920’s, today’s 15- barge tows that traverse the
system are 1,200 feet long. As a result, most tows must lock using a time-consuming process in
which the barges are decoupled from the towboat and moved 6 or 9 at a time through the lock.
Assuming the barge tow has no delay at the lock, this can take 1 to 2 hours, under optimal
conditions. However, in relation to the Upper Mississippi River-Illinois Waterway system, the
farther south a barge travels the more traffic it encounters, thereby increasing delays. For
instance, lock delays at La Grange on the Illinois Waterway average more than 2 hours of delay,
while Locks 22, 24, and 25 on the Upper Mississippi River average delays of 5 hours. Simply
changing the configuration of the vessels is impractical and economically prohibitive since barge
tows are built to maximize the total shipment throughout the entire movement, not justata
particular lock.

If the nation does not update and maintain the Inland Waterways Transportation System,
the goods transported by barge will have to switch to other more expensive modes of
transportation. When it becomes more expensive to produce and transport goods in the United
States, production facilities and jobs move overseas.

Inland Waterways Trust Fund

The Inland Waterways Trust Fund was first authorized in the Inland Waterways Revenue
Act of 1978 for the purpose of providing funds for the construction and rehabilitation of
navigation projects. The 1978 Act created the Trust Fund by assessing a fuel tax on vessels that
utilized the Inland Waterways Transportation System beginning in 1980 at a rate of $0.04 per
gallon and incrementally increased to the current level of $0.20 per gallon in 1994,

However, it was not until passage of the Water Resources Development Act of 1986 that
expenditures were authorized from the Inland Waterways Trust Fund. By then, the Trust Fund
had grown to $260.2 million. Trust Fund expenditures pay for half of a given construction or
rehabilitation project with the other half coming from the General Fund in the Treasury, while
operation and maintenance activities are paid for in total from the General Fund in the Treasury.

The Inland Waterways Trust Fund is an invested fund in interest-bearing obligations and
the Trust Funds revenues are a combination of tax receipts and interest earnings. The Treasury
Department is responsible for the quarterly collection and investment of these receipts while the
United States Army Corps of Engineers is responsible for recommending the timing and amount
of the expenditures during its preparation of the annual budget submission to Congress.
Congress is ultimately responsible for appropriating funds from the Trust Fund and General
Fund in support of construction and rehabilitation activities on the Inland Waterways

Transportation System.

The balance in the Trust Fund steadily declined between 2003 (a year-end balance of -
$412.6 million) and 2009 {a year-end balance of $57.7 million) as Congress dedicated increased
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amounts to modernize the Inland Waterways Transportation System. In fact, from 2000 to 2009,
expenditures exceeded revenues. This resulted in a decline of the Trust Fund balance to the
point that today, expenditures are limited to the amount of annual fuel tax revenue collected for
that particular year. The increased costs and constrained Trust Fund have resulted in a backlog

of authorized yet unconstructed projects.

The President’s proposed FY2012 budget calls for using $77.1 million from the Inland
Waterway Trust Fund, resulting in an estimated balance of $63 million at the end of FY 2012.

Challenges to Maintaining the Inland Waterways Transportation System

Challenges to maintaining the Inland Waterway Transportation System can be associated
with both process and funding. In recent decades, it has become increasing difficult to get
projects through the congressional and Corps of Engineer process as well as increasing difficult
to maintain a level of funding to keep up with repair and replacement needs.

Those Inland Waterways Transportation System projects authorized in the Water
Resources Development Act of 1986 were completed within an average of 6 years. However,
projects authorized since 1986 have on average taken 20 years to complete and cost more than
twice the authorized amount.

As an example, the recently completed project at McAlpine Locks and Dam near
Louisville, Kentucky, took 10 years to complete. An almost identical lock chamber located next
to McAlpine took only three years to complete in 1961. This difference reveals the difficulty in
developing accurate capital planning forecasts and demonstrates a multitude of issues
surrounding the project delivery process.

More alarming is the Olmsted Locks and Dam project on the Ohio River between Illinois
and Kentucky. As authorized in 1988, the $775 million project was designed to replace two
aging locks completed in 1929. While the project broke ground in 1992 and was expected to be
completed no later than 20035, today the project remains incomplete and the cost estimates have
been revised upwards to approximately $2.124 billion and the expected completion date (barring
additional factors or complications) is 2018.

Many factors contribute to this scenario at Olmsted. The cost escalation can be linked to
factors such as design and scope changes, differing site conditions, reprogramming funds to
other projects, and omissions, some factors which are within the control of the Corps of
Engineers while others can be attributed to insufficient funding and factors outside of the
purview of the Corps of Engineers.

These cost overruns have contributed greatly in the spending down of the Inland
Waterways Trust Fund. While the economic benefits of this project outweigh the costs,
frustration of the House of Representatives Committee on Transportation and Infrastructure and
the Inland Waterway Users Board continues to mount.
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This has caused ripple effects throughout the entire Inland Waterways Transportation
System. Because it is so costly, until the project at Olmsted is complete, it is difficult to initiate,
much less complete, other projects on the Inland Waterways Transportation System.

The Congress has been appropriating $170 million per year on average for the Inland
Waterway Transportation System. Compare this to the estimate that it will require $3.8 billion to
complete projects already under construction and there is another $4.3 billion of authorized
projects for which construction has not started. To completely modernize the system with new
construction and rehabilitation of old structures would require an estimated $18 billion. That is
what would be required to fully realize the economic benefits of the Inland Waterways
Transportation System. The system is falling apart faster than we are replacing. This condition
is not sustainable

Inland Waterways Users Board Recapitalization Plan

Section 302 of the Water Resources Development Act of 1986 established the 11--
member Inland Waterway Users Board intended to give commercial users an independent voice
in investment decisions relating to the Inland Waterway System. Noting the complications
surrounding the Olmsted Locks and Darm project and other projects authorized after 1986 , the
Inland Waterway Users Board delivered recommendations to the Secretary of Army and
Congress on April 13, 2010. The “Inland Marine Transportation System (IMTS) Capital
Projects Business Model” proposes major revisions to reform the funding and methods for
carrying out projects on the Inland Waterways Transportation System.

The Users Board recognized that under current practice, Inland Waterways
Transportation System projects that have already begun construction would require an estimated
$3.8 billion to complete. With average annual revenues of the Trust Fund between $75 and $85
million, these projects would not be complete until 2035 or 2040. There is also an additional
$4.3 billion of authorized work that has not yet begun construction. Total authorized and
unauthorized activities could be as much as $18 billion to address new construction and
rehabilitation of existing structures. ($12.1 billion in new construction, $5.9 billion in
rehabilitation.) Current investment levels are, on average, $170 million annually,

The recommendations of the Inland Waterways Users Board call for a 20-year
recapitalization or asset renewal program that would, among other items, increase the investment
level on the Inland Waterways Transportation System to $380 million annually. This increased
investment would require that Congress enact an increase in the Inland Waterway fuel tax from
the current $0.20 cents per gallon to $0.26 per gallon.

In addition, the recommendations include provisions requesting Congress change the cost
sharing formula for some construction and rehabilitation projects that cost less than $100 million.
The Users Board suggests that all new construction or rehabilitation projects that cost less than
$100 million be paid for from the General Fund in the Treasury, and for all construction or
rehabilitation projects that cost more than $100 million be cost-shared 50%-50% from the Trust
Fund and the General Fund.
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Lastly, the Users Board recommends the establishment of a project-by-project cost-
sharing cap to protect the Users Board and the industry it represents from unreasonable cost
escalation and project delays. Cost increases above the proposed cap threshold would be 100%
federally funded unless the increase was approved for cost-sharing by both the Users Board and

the United States Army Corps of Engineers.

The Users Board also made numerous recommendations to the United States Army Corps
of Engineers to address some changes in the planning processes in order to better streamline
project delivery and reach project completions more quickly.

Summary

o The Inland Waterway Transportation System provides a cost effective, fuel efficient, and

safe alternative to other modes of transportation.

The locks and dams are old and not sized to the modern fleet of towboats.

The locks and dams are deteriorating faster than they are being repaired and replaced.

Scheduled and unscheduled outages of the system are rising.

The time required moving new projects through the planning and construction process

has expanded from a few years to a few decades.

Cost overruns are frequent and large.

o The Inland Waterway Trust Fund, which pays for half of new construction and
rehabilitation, is not collecting enough revenue to complete projects in a timely manner.

e The current paradigm for paying for lock and dam replacement is unsustainable for
maintaining an inland waterway transportation system in the future.

L

Witnesses

The Honorable Jo Ellen Darcy, Assistant Secretary of the Army-Civil Works, United States
Department of the Army

Steve Little, Chairman, Inland Waterways Users Board
Mike Toohey, President, Waterways Council, Incorporated. ‘
Dr. Larry G. Bray, Center for Transportation Research, University of Tennessee-Knoxville

Mr. Steve Ebke Chairman, Production & Stewardship Action Team, National Corn Growers
Association

Stephen Ellis, Vice President, Taxpayers for Common Sense






THE ECONOMIC IMPORTANCE AND
FINANCIAL CHALLENGES OF
RECAPITALIZING THE NATION’S INLAND
WATERWAYS TRANSPORTATION SYSTEM

WEDNESDAY, SEPTEMBER 21, 2011

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON WATER RESOURCES
AND ENVIRONMENT,
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:06 a.m. in Room
2167, Rayburn House Office Building, Hon. Bob Gibbs (Chairman
of the subcommittee) presiding.

Mr. GiBBS. Good morning. We will commence with the hearing
here of the Water Resources and Environment Subcommittee of
Transportation and Infrastructure. Welcome.

Today we are going to have a hearing on the economic impor-
tance and financial challenges of recapitalization of the Nation’s in-
land waterways transportation system. Transportation savings are
a key factor in economic growth. As fuel prices continue to escalate,
waterway transportation becomes an even more viable alternative
for shippers. But an inefficient transportation system will make
U.S. products uncompetitive in world markets.

The inland water transportation system provides freight mobility
that otherwise would be costly or even impossible to address. Some
products are simply too large to move by any mode, other than
water. Some products are too hazardous for other modes, and those
modes cannot charge rates high enough to make it feasible to move
the product.

One of our witnesses today, Dr. Larry Bray, will testify that com-
pletely diverting cargo from water to rail would require hundreds
of thousands of additional rail cars, and an additional 2,500 loco-
motives. If the cargo that currently moves by waterway had to
move by truck, it would require an additional 58 million truckloads
moving on an already congested highway system, annually. Yet the
Nation’s infrastructure, especially its water resources infrastruc-
ture, is falling apart, faster than we can fix it.

After Hurricane Katrina, it became obvious that the warning
signs were there all along, and that many experts had been telling
us for years that conditions were ripe in the New Orleans area for
disaster. Today we are getting a similar warning about the Na-
tion’s inland waterway system of transportation.

o))
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We have been investing too slowly for too long. Fifty-seven per-
cent of our inland system is more than 50 years old, and 37 percent
of the system is more than 70 years old. It is literally falling apart.
Navigation outages along the system are increasing. For instance,
the Ohio River outages have increased from 25,000 hours in 2000
to 80,000 hours today. This trend of increasing outages is expected
to continue.

While it affects the reliability of the system, it also foretells the
likelihood of a major physical failure in one of the structures. At
the current rate of investment, the inner harbor navigation canal
lock in New Orleans, the southernmost navigation feature on the
system, is scheduled to begin reconstruction in 2029. This will
mean a current lock will be well over 100 years old when it is
scheduled to be replaced.

In addition, because of the age, the existing locks and dams are
not sized for the modern tow of 15 barges. As a result, delays occur
at some times of the year, as tow boats have to break up their
loads and move them through locks in two or three separate
passes. Efficiencies could be found at many locations by expanding
existing locks to handle the larger tows.

To add to the problem, the Coast Guard inland water navigation
program has also no plan to replace the inland and river buoy ten-
der fleet. These cutters mark navigation channels along the inland
waterways, and play a crucial role in keeping these waterways op-
erating. Almost all have exceeded their service life, and many are
over 60 years old. Yet no design or construction funding has been
made available to replace these vessels, and none is proposed for
the next 5 years.

Conditions are so bad in so many places, it may be impossible
to avoid a major shut-down of a few months or a few years some-
where in the system. Finding alternative ways to move cargo would
be expensive, if not impossible. And if transportation costs are to
go up, competitiveness of American products in the world market
goes down.

So addressing the infrastructure needs of the inland water sys-
tem is not about economic benefit to a few barge companies, it is
about keeping American farms and businesses competitive, and
growing American jobs. Letting the inland water system decline
further would be an economic disaster to add to the Nation’s al-
ready significant fiscal problems.

Movement of goods is going to increase in the future, and we can
expect more demands on our inland waterway transportation sys-
tem. Having an inland water system that is a viable alternative
will keep costs down among all modes of transport. If you take in-
land waterways out of the mix, in terms of transportation options,
costs go up, and American products become less competitive in the
global market place, and that means lost jobs. That is why I can
say I am a fiscal conservative, and I support investing in America
where those expenditures stoke the fires of our economic engines,
and create jobs throughout our economy.

Sadly, other than the Inland Waterways Users Board, few realize
the state of our infrastructure. And while I do not agree with all
parts of their plan, at least the users board has delivered a recapi-
talization plan to the Nation that calls for reinvestment in the sys-
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tem. For a tiny percentage of the $1 trillion failed stimulus pro-
gram of 2009, or the $450 billion job program recently suggested
by the administration, we could spend the $8 billion necessary to
recapitalize the inland water system. That is, to finish the products
under construction and begin to finish the slate of authorized
projects.

I think we need to make investments in inland waterway infra-
structure, and other investments that will multiply jobs throughout
the economy. Many of the recent suggestions that come from the
administration and elsewhere call for expenditures on projects that
simply create short-term construction jobs with little or no eco-
nomic benefit coming from the project being built.

I welcome our witnesses today to our hearing today, and look for-
ward to hearing from each of you. At this time I will now yield to
my ranking member, Mr. Bishop, for remarks that he may have.

Mr. BisHOP. Thank you very much, Mr. Chairman, and I thank
you for holding another hearing to highlight the growing water in-
frastructure needs and challenges facing this Nation.

Earlier this summer, this subcommittee held a hearing on the
adverse impacts that reduced Federal expenditures for mainte-
nance dredging can have on our national and local economies on
the businesses and industries that depend on the efficient move-
ment of goods and services, and on jobs that are integrally linked
to our ports and our small boat harbors.

I recall how, in hearing after hearing, this committee has re-
viewed the declining condition of our water transportation cor-
ridors, our Nation’s network of levees and other flood-damage re-
duction projects, and our Nation’s wastewater infrastructure.
Countless witnesses have come before this subcommittee to tell us
what we should already realize, that our water-related infrastruc-
ture is on the brink of failure, an event which can only result in
adverse impacts to health, safety, prosperity, and quality of life,
should one of these systems fail.

Today we will focus on another mode of our water-related infra-
structure that is in serious need of repair, our Nation’s inland wa-
terway system. As noted by the Inland Waterways Users Board,
the estimated cost of repairing and modernizing the assets of the
inland system is approximately $8 billion. Yet expenditures from
the Inland Waterways Trust Fund, which was specifically estab-
lished to pay half the cost of construction and most rehabilitation
projects on the inland system have been declining over the past few
years, to a point where there are insufficient revenues in the fund
to cover the cost of ongoing projects.

Mr. Chairman, the evidence is clear that our Nation is facing an
infrastructure crisis. However, rather than take this challenge
head on, as we have traditionally done in a bipartisan manner, the
running theme of the current majority is that Federal agencies and
the American people should simply do more with less. When it
comes to constructing, operating, and maintaining the critical navi-
gation, flood damage reduction, power supply, and water supply
programs that our Nation relies upon, the bottom line is that, with
reduced funding, Federal agencies will be forced to do less with
less.
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At a time when this Nation is facing critical issues, including his-
toric flooding in almost every region of the country, as well as try-
ing to kick-start our sluggish economy, now is exactly the wrong
time to withhold vital funding for the Nation’s systems of water in-
frastructure projects. And yet this is exactly the path being pur-
sued by the Republican majority in the House.

For example, in the first months of the 112th Congress, the Re-
publican majority pushed to cut over $500 million, or approxi-
mately 10 percent, in the current fiscal year from an already
strained Corps budget. Included with this overall cut, H.R. 1 pro-
posed to reduce the Corps’ construction account by over 16.8 per-
cent over the previous fiscal year’s level, and to reduce funding for
the Corps’ work on the Mississippi River system by an unbelievable
30 percent.

Unfortunately, the new majority is not yet done with the Corps.
The House-passed fiscal year 2012 funding bill for the Corps fur-
ther reduces the level of funding for the Corps by 11.5 percent,
when compared to fiscal year 2010 levels, including a remarkable
cut of 20.5 percent to the Corps’ construction account, and an addi-
tional 38.2 percent reduction for the Corps’ work along the Mis-
sissippi River.

Contrast this with the recent jobs proposal of President Obama,
which calls for an increase in investment for our Nation’s infra-
structure, including its wastewater and drinking water infrastruc-
ture, as well as commercial ports, levees, and projects on the inland
waterway system.

So, as we listen to the testimony of industries that rely on the
efficient movement of goods and services on our Nation’s infrastruc-
ture networks, we must be mindful that these efficiencies can only
come from a well-funded and adequately maintained infrastructure
system. In other words, you get what you pay for.

We must also be mindful of the concerns identified by many re-
garding the financing prioritization, and sustainability of projects
along the inland system. It seems to me that the current mecha-
nisms are not working, as is evidenced by the fact that there are
insufficient funds in the Inland Waterways Trust Fund to move
projects along in a cost-effective manner. As a result, these projects
take longer to construct, which often leads to a total cost of the
project increasing.

However, I remain skeptical of the logic of shifting even greater
portions of these costs on to the American taxpayer. To me, when
paired with the Republican majority’s push to further reduce the
Corps budget, adding additional responsibility to the general fund
can only further strain our ability to meet the growing water-re-
lated infrastructure needs of our communities.

For example, if the Corps’ already constrained construction ac-
count had to take on several hundred million dollars in costs cur-
rently covered by the Inland Waterways Trust Fund, which com-
munities will be told that funds are now no longer available to
meet their needs, whether it be navigation, flood damage reduction,
or environmental restoration?

Mr. Chairman, again I thank you for holding this hearing. I look
forward to today’s testimony. I yield back the balance of my time.

Mr. GiBBS. Mr. Duncan, you’ve got an opening statement?
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Mr. DuNcaN. Well, thank you, Mr. Chairman. And I too want to
thank you for calling this hearing. Part of the title of the hearing
says the economic importance of our Nation’s inland waterway
transportation system. And it is unfortunate that most of our peo-
ple do not know how vital and how important our inland waterway
system is to the economic well-being of this Nation.

But I primarily want to welcome one of our key witnesses here
today. I want to welcome Dr. Larry Bray. Dr. Bray is a professor
at the University of Tennessee Center for Transportation Research.
Prior to joining the University of Tennessee, he spent 30 years as
an economist for the Tennessee Valley Authority. He received the
commander’s award for public service from the Corps of Engineers,
one of the highest public service awards that a private citizen can
receive in this country. And he also served as the chairman of the
inland waterway transportation committee of the Transportation
Research Board. So he certainly is an expert in this area.

The statistics vary a little bit from year to year, but for this
hearing the staff—I will just mention three or four things the staff
has given me. One 15-barge tow on a river can carry as much cargo
as 216 rail cars or 1,050 large trucks. A gallon of fuel can move
1 ton of cargo 155 miles by truck, 413 miles by train, 576 miles by
barge. Waterways allow for $9.2 billion in annual transportation
savings.

But taking the system as a whole, these structures have been de-
teriorating faster than we have been replacing or rehabilitating
them. And because of this, projects since 1986 have taken an aver-
age of 20 years to complete, far longer than they ever should have,
and far longer than almost any other developed nation has taken.
And that doubles and triples the cost of these projects. And because
of that, we have seen a decline in the trust fund, the Inland Water-
ways Trust Fund balance, from $412 million in 2003 to only $57
million now. A really rapid decline.

And I and many members of this committee are concerned about
the fact that this administration has not appointed anyone. They
have let the terms expire of the entire Inland Waterways Users
Board, a very important board, and we need to see that board re-
appointed.

I have told this story in here a couple of times before, but it is
worth retelling again. Many years ago—and I had the privilege of—
you know, we have a 6-year limit on chairmanships, but I had the
privilege of chairing this subcommittee for 6 years, and I learned
a lot about it. But even before I chaired it, I received a call from
a businessman in Knoxville one day who was concerned about the
Chickamauga Lock. Dr. Bray will mention the Chickamauga Lock
and Dam in his testimony.

But he wanted to have lunch with me. And so that call came on
a Thursday. I said, “Well, I'm flying back to Washington on a plane
at 1:50 on Monday”. I don’t know why I remember the time, but
I do. But I said, “I will meet you at a restaurant near the airport
for lunch.” And I thought it was going to be this man, I wouldn’t
have been surprised if he brought one or two others with him. I
walked into that restaurant. There was almost 100 people at that
restaurant. And I didn’t get to eat any lunch, because, one after an-
other—they were from all these businesses in east Tennessee.
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And the Chickamauga Lock is not in my district. But it is—it af-
fects all that transportation that comes up the river from the Chat-
tanooga area and other—many other places. And the Tennessee
River, of course, runs right through the center of my home town
in Knoxville. But, boy, that meeting really brought home to me the
importance of these inland waterway locks and dams.

And we’ve got to do a lot of work. And so I appreciate your call-
ing this hearing, and I appreciate your inviting Dr. Bray here to
testify. Thank you very much.

Mr. GiBBS. I recognize Mr. Rahall, the ranking member of the
full T&I committee.

Mr. RAHALL. Thank you, Mr. Chairman. And thank you for hav-
ing today’s hearings, which highlights the importance of robust in-
vestment in our Nation’s infrastructure to the health and sustain-
ability of our economy and our overall quality of life.

I share the concerns expressed by several of the witnesses here
this morning on the need to renew the Federal commitment to
modernize our Nation’s inland waterway system. The inland water-
way system is critical for the efficient and economically viable
movement of bulk commodities such as coal mined in my home
State of West Virginia to the market.

For example, in 2008, 74 million tons of bulk commodities such
as coal, petroleum, aggregates, and chemicals were moved through
the State of West Virginia, the majority of which was shipped along
its river systems. Of this amount, over 57 million tons of coal
moved along the river system in 2008, with an estimated value of
over $2.1 million.

Unscheduled delays and inefficiencies in moving cargo along the
inland system only serve to increase the cost of goods and services
that either move on the inland system, or increase the cost to in-
dustry and companies that rely on these goods and services. Unfor-
tunately, these increased costs are often passed along to American
families at the grocery store, or in other means. In my view, wise
investments in ensuring the efficiency and reliability of our inland
system can only benefit the bottom line of many American families.

Similarly, prudent investments in our Nation’s infrastructure in
general make these wise economic sense. The Nation’s system of
roads, bridges, and water-related infrastructure, including the in-
land waterway system, are needs that even Americans of vastly dif-
ferent political leanings agree deserve greater Federal investment,
not less. After all, the jobs created by such investment are not Re-
publican jobs or Democratic jobs. They are American jobs, and ben-
efit the Nation as a whole.

Over the past year, I have often expressed concern about the im-
pacts of the proposed cuts to vital transportation and infrastructure
spending programs advocated by the Republican leadership. In my
view, these cuts are penny wise and pound foolish, in terms of im-
pacts to American families and our overall quality of life.

This is true as well for the cuts proposed by our Republican col-
leagues to the budget of the U.S. Army Corps of Engineers, which
has weathered a drastic cut of almost 20 percent in the current fis-
cal year, and is expected to reduce even further for the upcoming
fiscal year. These dramatic cuts to the Nation’s premier water re-
sources agency will have consequences, forcing the Corps to walk
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away from or delay the construction or maintenance of vital navi-
gation, flood control, and environmental restoration projects that
benefit the Nation, as a whole.

On the inland waterway system, these cuts will result in fewer
critical construction and rehab projects being funded at their capa-
bility, drawing out construction schedules and inevitably increasing
the total cost of project delivery. This is unsustainable and, in my
view, the wrong way to go. I look forward to continued debate on
the issue here today.

In conclusion, I take this opportunity to especially welcome Mr.
Michael Toohey, the president and CEO of the Waterways Council
here this morning. Mike has been in my office a number of times,
sharing his expertise and that of his council on these and other vi-
tally important infrastructure issues. And I look forward to the tes-
timony of the rest of the witnesses, as well. Thank you.

Mr. GiBBS. Representative Napolitano, you have an opening
statement?

Mrs. NAPOLITANO. Yes, Mr. Chair, I do. And thank you very
much for holding this hearing. I do support the jobs, and I support
our country getting on a sound financial track. I am also a firm be-
liever that when someone makes an investment in a program or
project, they should have a say in how the funds for the project are
spent.

The inland waterways program historically has supported com-
merce and development in our country. From the Columbia River
in the West to the Mississippi and the Missouri Rivers in the Mid-
west to the Atlantic Intracoastal Waterway in the East, the water-
way system has supported moving commodities.

Today we find ourselves in a different financial and political en-
vironment. First off, financially we cannot afford subsidies in ex-
cess of 90 percent for the inland waterways program. Secondly, we
all want more transparency in how our dollars are being spent, and
who is benefitting from the taxpayer support. Thirdly, we have an
infrastructure system that is aging and falling apart. Replacement
costs for locks, dams, levees, and other river channel features have
escalated to a level where user fees cannot meet the replacement
cost. And lastly, the logic of maintaining a subsidized waterway for
a small group of users does not make economic or logic sense.

We must discuss how to maintain our inland waterway system,
and how to identify and prioritize those projects that can be sup-
ported, and those who do not warrant continued investment. For
those that are not economically justified, the user industry cannot
or will not support. We need to help them transition to other forms
of meeting the transportation needs.

In 1986 the Water Resources Development Act established the
Inland Waterways Users Board, a Federal advisory committee to
provide the commercial users a voice in the investment decision-
making of how their fuel tax cost share was applied. The users
board made the argument, “User pay, user say.” The board, in its
present form, is composed exclusively of members from the barge
and commodity industry, and does not include—and does include
input from other groups.

Today we will hear how the waterway users have to—the users
want to have the taxpayer pick up more of the cost associated with
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the construction, maintenance, and operation of the inland water-
ways system. And, interestingly, they also want more say on how
the money is spent and prioritized.

Something seems wrong in this picture. If we indeed are to sup-
port their proposal, then it seems logical under the User Pay User
Say approach that the current composition of the users board has
outlived its purpose, and should either be eliminated or the partici-
pation on the board should be significantly shifted to include other
user groups in the decisionmaking process, groups like citizen tax-
payers, conservationists—oh, excuse me, tribes, recreations, et
cetera.

If you're asking the taxpayer to pick up more of the cost, you
have to be willing to allow the taxpayer to be more involved in the
decisions on how the money—the taxpayer money—is to be spent.
I am for balance and fair representation, it is just on whose back
the balancing takes place that I get concerned about. And I really
do want some fairness here.

I yield back the balance of my time.

Mr. GiBBs. Thank you. Representative Johnson, do you have an
opening statement?

Ms. JOHNSON. Thank you very much. I would like to thank you,
Chairman Gibbs, and Ranking Member Bishop, for holding this
hearing today regarding the economic importance of financial chal-
lenges of recapitalizing our Nation’s inland waterways transpor-
tation system.

Considering that the Nation’s inland waterways transportation
system is comprised of 25,000 miles of navigable water with nearly
half of that managed by the Corps of Engineers, and the nearly 630
tons of annual cargo is moved on the fuel tax inland waterway sys-
tem, it is important that Congress and our committee review what
improvements can be made and what challenges lie ahead.

Like most of the United States transportation infrastructure, the
navigational infrastructure of inland waterways system is aging,
and in need of modernization. Today 54 percent of the inland wa-
terway system structures are more than 54 years old, 36 percent
are over 70 years old. In addition to the outdated structures of har-
bors, locks, and dams, there are only—there are also the oper-
ational challenges of maintaining channel depths, flood control,
water management, and water supply that have fallen woefully be-
hind the times. And my area is a good example.

The Inland Waterways Trust Fund which supports these struc-
tures and operations is funded by 20¢ per gallon of fuel tax on com-
mercial operators, and is in serious need of modernization.

I appreciate all that are here today who are committed to work-
ing toward that goal. The future of our inland waterway transpor-
tation system is too important for our economic future to be sunk
by partisanship. As former chair of this subcommittee, I am hope-
ful that we can approach this issue in a bipartisan and responsible
manner.

Thank you, and I yield back.

Mr. GiBBS. And I think we have one more opening statement.
Mr. Landry, do you have an opening statement?

Mr. LANDRY. Thank you, Mr. Chairman, Ranking Member
Bishop, for calling this hearing today.



9

Navigation, be it inland, coastwise, or international, is very im-
portant to me. One of my first acts as a congressman was to send
a Dear Colleague letter to my new colleagues, alerting them to a
Wall Street Journal article highlighting the need to increase invest-
ment in our inland waterway system.

My district is uniquely situated at a crossroads between our in-
land navigational system and our international customers. Put an-
other way, waterborne cargo rarely originates or terminates in my
district. However, more than 500 million tons of cargo is moved on
the Mississippi River and the Gulf Coast Intracoastal Waterway,
which also follows through my district, and adds millions more to
the—million more tons to this total.

As such, I am greatly concerned with moving our Nation’s inland
waterways and our ocean ports forward together, because the sys-
tem doesn’t work if we concentrate only on the dredging needs of
our ports, or only on the infrastructure needs of our inland naviga-
tional system. I realize that this system is broken. The harbor
maintenance trust fund has significant problems with this oper-
ation, and our inland waterways are constrained by infrastructure
designed for Mark Twain steamboats, rather than the modern ves-
sels that operate it today.

But to address these problems, we need to have a willing part-
ner. When the Corps of Engineers was first created, it was created
with two important tasks: navigation and flood control. We need to
get back to those priorities.

To address—Assistant Secretary Darcy says in her written testi-
mony that the Army’s commitment to inland waterways navigation
is evident by the fact that, under the stimulus bill, the Corps allo-
cated $420 million to ongoing inland waterway capital projects.

But I find it interesting that the administration’s fiscal year 2012
budget only allocates 12 percent of the construction dollars to navi-
gation projects as another—you know, when you compare the 12
percent in the fiscal year 2012 budget to her comments, it seems
as though we could allocate more money towards navigation and
less to environmental projects. Again, it is a balance between what
our priorities are.

I would suggest that we need an entire re-evaluation of the
Corps’ priorities, with more emphasis on the projects which grow
our economy, increase our job creation, and help our constituents’
products compete on an international market.

I look forward to your testimony to see how we can move in such
a direction, keeping in mind that the way we allocate our resources
in the Federal Government to make the American people more pro-
ductive and to create jobs is by dividing—is by deciding which are
our priorities, which are our needs, and which are our wants, and
make sure that we fund our needs, and then if we have anything
left over, we can fund our wants.

Thank you, Mr. Chairman.

Mr. GiBBS. I thank you. At this time I ask unanimous consent
that the following written statement be included in the record from
the American Society of Civil Engineers.

[No response.]

Mr. GIBBS. So ordered.

[The information follows:]
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ASCE

AMERICAN SOCIETY OF CIVIL ENGINEERS

Washington Office

101 Constitution Ave,, N.W.
Suite 375 East

Washington, D.C. 20001
(202) 789-7850

Fax: (202) 789-7859

Web: hitp:/fwww.asce.org

STATEMENT OF
THE AMERICAN SOCIETY OF CIVIL ENGINEERS
BEFORE THE
SUBCOMMITTEE ON WATER RESOURCES AND ENVIRONMENT
U.S. HOUSE OF REPRESENTATIVES
ONTHE
ECONOMIC IMPORTANCE AND FINANCIAL CHALLENGES
OF RECAPITALIZING
THE NATION’S INLAND WATERWAYS TRANSPORTATION SYSTEM
SEPTEMBER 21, 2011

Mr. Chairman and Members of the Subcommittee:

The American Society of Civil Engineers (ASCE) is pleased to provide this statement
for the record on the challenges facing Congress as it seeks to rebuild the nation’s inland
waterways transportation system.

A. Background

Because of their ability to move large amounts of cargo, the nation’s inland
waterways are a strategic economic and military resource. A recent analysis by the U.S.
Army War College concluded that "the strategic contributions of these inland waterways
are not well understood. The lack of adequate understanding impacts decisions
contributing to efficient management, adequate funding, and effective integration with
other modes of transportation at the national level. Recommendations demonstrate that
leveraging the strategic value of U.S. inland waterways will contribute to building an
effective and reliable national transportation network for the 21st century.”

The Corps of Engineers Civil Works program suffers from chronic under funding for
essential infrastructure systems. If allowed to continue, this trend likely will result in ever
greater system failures and the consequent expenditure of tens of billions of dollars to
rebuild what could have been built more economically in the first instance. In the face of
the Corps’ aging infrastructure needs, the president's budget for the Civil Works Program
in FY 2012 reduces federal investments in essential national civil works systems.
Moreover, the negative budgeting trend is not likely to improve in future years. The Corps
estimates that its budget proposals will continue to decline through FY 2015, with a low
estimate of $4.5 billion for FY 2013, The Corps expects that inflation will reduce actual



11

spending on key infrastructure programs by a further $3 billion over the next five years.
ASCE believes that these levels of spending are inadequate to meet the nation’s security,
economic and environmental demands in the 215t century.

The administration budget proposal for the U.S. Army Corps of Engineers for Fiscal
Year 2012 budget would provide $4.6 billion for federal investments in all Corps
infrastructure, including the inland waterways. The president’s budget for FY 2012 for
these programs is inadequate and must be increased. Congress must expand funding for FY
2012 to at least $5 billion, an amount that is still far below the demonstrated need on an
annual basis. Among other things, the administration proposal would fund the operation
and maintenance of 51 commercial navigation projects on the inland waterways, according
to USACE statements.

The administration’s funding for Civil Works in the 2012 budget is about 15 percent
below the enacted amount of $5.445 billion in FY 2010. It is about six percent below the FY
2011(unenacted) budget level. These budget cuts must be reversed to ensure safe
infrastructure and a sound economy.

B. Inland Waterways

The Corps maintains approximately 12,000 miles of inland waterways. Inland and
intracoastal waterways directly serve 38 states as well as the states on the Atlantic
seaboard, the Gulf Coast, and the Pacific Northwest. Shippers and consumers in these
states depend on the inland waterways to move approximately 630 million tons of cargo
valued at more than $73 billion annually.1

States on the Gulf Coast and throughout the Midwest and Ohio Valley especially
depend on the inland and intracoastal waterways. Texas and Louisiana each ship more
than $10 billion worth of cargo annually, while Hlinois, Pennsylvania, West Virginia,
Kentucky, Mississippi, Alabama, and Washington State each ship between $2 billion and
$10 billion annually. Another eight states ship at least $1 billion annually.

This system provides an average transportation savings of $10.67 per ton over the
cost of shipping by alternative modes. This translates into more than $7 billion annually in
transportation savings to the U.S. economy. Future investment must focus on life-cycle
maintenance, system interdependencies, redundancy, security, and recovery from natural
and man-made hazards.

! The Atlantic Intracoastal Waterway {(AIWW) is a designated IWTF project. The commercial users

on the AIWW have been paying into the fund since its inception while receiving very little in return
for the AIWW system. As there are no new construction activities or major rehabilitation projects
planned for the AIWW, there is little likelihood any of the fees collected on the Intracoastal
Waterway will be used to improve or maintain the AIWW. This inequity for the AIWW needs to be
addressed.
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Forty-one states, including all states east of the Mississippi River and 16 state
capitals, are served by commercially navigable waterways. The U.S. inland waterway
system consists of 12,000 miles of navigable waterways in four systems—the Mississippi
River, the Ohio River Basin, the Gulf Intercoastal Waterway, and the Pacific Coast
systems—that connect with most states in the U.S. The system comprises 257 locks, which
raise and lower river traffic between stretches of water of different levels.

Forty-seven percent of all locks maintained by the U.S. Army Corps of Engineers
were classified as functionally obsolete in 2006. Assuming that no new locks are built
within the next 20 years, by 2020, another 93 existing locks will be obsolete—rendering
more than 8 out of every 10 locks now in service outdated. Most locks now are anywhere
from 50 to 70 years old.

The current system of inland waterways lacks resilience. Waterway usage is
increasing, but facilities are aging and many are well past their design life of 50 years.
Recovery from any event of significance would be negatively impacted by the age and
deteriorating condition of the system, posing a direct threat to the American economy

The construction and major rehabilitation of inland waterways transportation
projects is funded 50 percent from the Inland Waterways Trust Fund (IWTF), with the
balance from general revenues. This trust fund receives dedicated revenues from a tax on
inland waterways fuel. The tax has been 20 cents a gallon since January 1, 1995. Operation
and maintenance of the inland waterways system are entirely funded by general federal
revenues.

In recent years, the balance in the Trust Fund has been declining. The Treasury
Department reported in November 2010 that the IWTF had a balance of only $5.5 million
as of September 30, 2010. Department of the Treasury, Audit Report 6 (2010),
http://www.treasury. about/organizational-structure/ig/Documents/0ig10017.pdf.
The balance on September 30, 1999, was $288 million. Department of the Treasury, Audit
Report D-1 {2000).

According to the Inland Waterways Users Board (IWUB), a consortium of
waterways users created by Congress, project overruns and delayed construction
schedules are the major reasons for the Trust Fund’s declining balances.

Enormous project cost overruns and delays in project schedules have greatly
strained the Inland Waterways Trust Fund balance. Project completion
delays result in part from a [flederal budgeting and appropriations model
that provides funding in annual and often-insufficient increments that are
frequently further complicated by one or more continuing resolutions that
delay budget certainty rather than a more reliable multiyear funding
mechanism that would provide the certainty needed to more efficiently
contract and build these capital projects.

IWUB, 24% Annual Report 1 (October 2010).

-3
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In April 2010, the IWUB issued a proposed investment strategy for the inland
waterways system that would increase the 20-cent diesel fuel tax to 26 cents or 29 cents.
The plan also recommended that Congress retain the 50 percent federal-local cost share for
major projects—those costing more than $100 million—and require the federal
government to pay the full cost of all projects costing less than $100 million. The plan
would provide an estimated $7.6 billion in new revenues for the IWTF over 20 years.

C. Reversing the Disinvestment Trend

ASCE endorses the IWUB’s recommendations in the Inland Marine Transportation
System (IMTS) Capital Investment Strategy Team announced in 2010. The tax rate for the
trust fund has been 20 cents per gallon since January 1, 1995. We believe that an increase
in the waterways user fee is long overdue, and we concur in the recommendation that the
current fee be increased between six and nine cents a gallon.

ASCE’s support for the IWUB plan, however, is contingent on two important
considerations.

s Any increase in the Inland Waterways User fee also should include a provision to
index that fee to the consumer price index (CPI) and be adjusted every two years.

e Any diesel fuel tax revenues received by the IWTF should be “firewalled” to
establish discretionary spending limits in the same manner used for Highway Trust
Fund and the Aviation Trust Fund to reserve the IWTF revenues exclusively for the
reconstruction of the system’s aging infrastructure.

We come to these conclusions because it is not clear how the Corps will continue to
pay for essential infrastructure systems with greatly reduced budgets adopted in the
Budget Control Act of 2011 well into the future. It is obvious that drastic budget cuts or the
complete elimination of funding mean that little or nothing will be done to maintain these
vital programs.
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Mr. GiBBS. At this time I want to introduce our witnesses. We've
got a distinguished panel, I'm looking forward to hearing from all
of you.

We have Assistant Secretary of the Army, Ms. Jo-Ellen Darcy.
We also have Mr. Stephen Little, former chairman of the Inland
Waterways Users Board; Mike Toohey, president and CEO of Wa-
terways Council; Dr. Larry Bray, Center of Transportation Re-
search, University of Tennessee at Knoxville; Mr. Steve Ebke,
chairman of the Production and Stewardship Action Team of the
National Corn Growers Association; and Mr. Steve Ellis, vice presi-
dent, Taxpayers for Common Sense.

At this time, Secretary Darcy, the floor is yours. Welcome.

TESTIMONY OF HON. JO-ELLEN DARCY, ASSISTANT SEC-
RETARY OF THE ARMY (CIVIL WORKS), UNITED STATES DE-
PARTMENT OF THE ARMY; STEPHEN D. LITTLE, FORMER
CHAIRMAN, INLAND WATERWAYS USERS BOARD; LARRY G.
BRAY, PH.D., RESEARCH PROFESSOR AND FACULTY MEM-
BER, CENTER FOR TRANSPORTATION RESEARCH, UNIVER-
SITY OF TENNESSEE—KNOXVILLE; MICHAEL J. TOOHEY,
PRESIDENT AND CEO, WATERWAYS COUNCIL, INC.; STEVE
EBKE, CHAIRMAN, PRODUCTION AND STEWARDSHIP ACTION
TEAM, NATIONAL CORN GROWERS ASSOCIATION; AND
STEVE ELLIS, VICE PRESIDENT, TAXPAYERS FOR COMMON
SENSE

Ms. DARcY. Thank you, Mr. Chairman and distinguished mem-
bers of the subcommittee. I thank you for the opportunity to testify
on the economic importance and the financial challenges of recapi-
talizing the Nation’s inland waterways.

The Army Corps of Engineers is committed to facilitating com-
mercial navigation by providing support for safe, reliable, highly
cost effective and environmentally sustainable inland waterborne
transportation systems. To this end, the Corps constructs and reha-
bilitates the locks, dams, channels, and other project features that
enable vessels to transport commercial cargo along about 12,000
miles of inland waterways, including 238 lock chambers and 192
sites.

The Corps also operates and maintains these 12,000 miles of de-
veloped waterways using methods such as maintenance dredging of
navigation channels and some harbors, and regulating water levels
in some cases.

Inland navigation contributes to our Nation’s economy, and is a
factor in some State and local government economic development
and job creation efforts. Inland waterways directly serve 38 States
in the Nation’s heartland, the Atlantic seaboard, the Gulf Coast,
and the Pacific Northwest. Shippers in these States use the inland
waterways to move more than 600 million tons of cargo annually.
Some of the inland waterways, such as the Mississippi and Ohio
rivers and the Illinois Waterway, support high levels of commercial
traffic.

In accordance with the Water Resources Development Act of
1986, capital investment on 27 fuel-taxed waterways is financed 50
percent from the General Fund of the Treasury and 50 percent
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from revenues paid by the inland waterways users into the Inland
Waterways Trust Fund.

A balance of funding built up in the Inland Waterways Trust
Fund in the years after its authorization in 1978. However, due to
significant capital investment in the inland waterways in recent
years, reaching a high of $175 million in outlays from the Inland
Waterways Trust Fund in fiscal year 2006 and $171 million in fis-
cal year 2008, coupled with declining fuel tax receipts, the balance
in the Inland Waterways Trust Fund was at risk of being depleted
by fiscal year 2009.

Generally, since fiscal year 2010, construction and rehabilitation
work has been constrained by the level of anticipated incoming fuel
tax revenues of approximately $75 million to $85 million annually.
As these revenues fund the user-financed 50 percent share of cap-
ital costs, this has limited the total annual construction program
for cost-shared projects to $150 million to $170 million a year.

A notable exception to the 50-50 cost sharing was provided by
Congress under the American Recovery and Reinvestment Act of
2009, whereby there was no Inland Waterways Trust Fund match-
ing requirement. The Army’s commitment to inland waterways
navigation is evidenced by the fact that under this ARRA bill, de-
spite the lack of cost sharing, the Army allocated $420.5 million to
ongoing inland waterways capital projects.

In addition to construction, the Army spends almost $600 million
a year on maintaining the inland waterways infrastructure. Under
the ARRA bill, the Army allocated an additional $394 million to op-
eration and maintenance of inland waterway projects.

The President’s recent plan for economic growth and deficit re-
duction, which he sent to the Congress earlier this week shows how
we can reduce the deficit, pay down our debt, and pay for the
American Jobs Act in the process. The plan includes a proposal for
a new user financing structure for the inland waterways to supple-
ment the existing diesel fuel tax. A new user fee would generate
about $1.1 billion of additional revenue into the Inland Waterways
Trust Fund over the next 10 years to supplement about $1 billion
that we anticipate from the existing fuel tax. The additional rev-
enue would enable a more robust level of funding for safe, reliable,
highly cost effective and environmentally sustainable waterways,
and contribute to deficit reduction and economic growth.

I expect the administration to submit the specifics of this legisla-
tive proposal to the Congress very shortly. The administration initi-
ated discussions with the inland navigation stakeholders and will
continue the dialogue with them on this very important matter. I
hope that the submission to the Congress of a specific proposal will
facilitate these discussions by identifying areas of common ground
and workable solutions on a path forward to address the revenue
shortfall.

The Army is committed to improving its project planning, design,
construction, and operation and maintenance processes in order to
more efficiently use available funds to achieve inland waterways
navigation benefits. As part of this effort, the Army has initiated
discussions with the Department of Transportation to coordinate
infrastructure investment planning between the two agencies.
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The administration plans to work with Congress and stake-
holders to explore ways to provide a framework across all of the
Civil Works mission areas for decisions on the recapitalization of
aging Corps infrastructure, which could include modification of
Corps operations, or deauthorization of projects, consistent with the
modern-day water resources principles, and today’s, as well as to-
morrow’s water resources priorities and challenges.

For example, under these principles, which were spelled out in
the President’s fiscal year 2012 budget, direct beneficiaries would
be asked to pay a significant share of the costs to extend, expand,
rehabilitate, or replace projects, as they would for a new project,
commensurate with the benefits that they receive. Options such as
direct financing will be considered as part of this effort, where ap-
propriate, and in accordance with the Federal Government’s budg-
etary standards for such arrangements.

In summary, the administration will work with Congress and
stakeholders to revise the laws that govern the Inland Waterways
Trust Fund to ensure that the revenue paid by commercial naviga-
tion users on the inland waterways to meet their share of the cost
of fund-financed activities is sufficient to allow needed inland wa-
terways capital investment to go forward.

Mr. Chairman and members of the subcommittee, I look forward
to working with this subcommittee to achieve that objective. Thank
you.

Mr. GiBBs. Thank you.

Mr. Little, the floor is yours. Welcome.

Mr. LitTLE. Thank you, Chairman Gibbs and Ranking Minority
Member Bishop. I appreciate the invitation to testify today, and I
also appreciate the subcommittee holding this hearing. I am Ste-
phen Little, president and CEO of Crounse Corporation. I also have
the distinct honor and privilege of having been the most recent
chairman of the Inland Waterways Users Board.

The users board is a Federal advisory committee established by
Congress in the Water Resources Development Act of 1986, one of
this committee’s many significant legislative achievements. Con-
gress created the users board to give commercial users a strong
voice in the investment decisions that those users are supporting
with their diesel fuel tax payments. At full strength, the users
board is comprised of 11 voting members who are appointed to rep-
resent the various regions of the country, as well as a spectrum of
commercial users and shippers.

I am pleased to appear before this subcommittee this morning to
testify in strong support of the recommendations developed by the
Inland Marine Transportation Systems Capital Investment Strat-
egy Team, or, as I will refer to it, the CIS Team, a 50-member
Corps and industry team on which I was a participating team
member. Those recommendations have been approved unanimously
by the users board, and are supported by more than 200 other as-
sociations and companies throughout the Nation.

The CIS Team produced a comprehensive, consensus-based, joint
industry/Corps set of proposals to address the capital investment
needs that need to be made over the next 20 years in order to pre-
serve and enhance the performance of our Nation’s inland water-
ways transportation system.
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In summary, those recommendations present a proposed plan to
identify ways to improve the Corps’ project delivery system, imple-
ment a capital investment strategy that balances reliability and af-
fordability, prioritize specific capital investments needed over the
next 20 years, and also defines revenue and cost-sharing ap-
proaches that can be met with reasonable certainty and efficiency.

The current business model for modernizing the Nation’s locks
and dams is seriously broken, and must be reformed. As a Nation,
we seem to have lost the ability we once had to plan and construct
individual inland waterways capital projects in a timely fashion. In
my prepared statement that will appear in the record, I contain
many examples of this failed system, most notably the Olmsted
Lock and Dam.

We have a project funding and delivery system that is terribly
inefficient, resulting in enormous waste of taxpayers’ dollars. In an
effort to fix this broken business model, for about a year-and-a-half,
roughly 50 key Corps of Engineers and industry representatives
worked diligently to develop a comprehensive solution to the chal-
lenges facing our waterways infrastructure, a solution that im-
proves the project delivery system, that dimensions the most crit-
ical physical needs of the system, figures out what it will cost to
address those needs, and how to pay for it.

Representing the Corps side of that team were senior leaders and
technical experts from virtually every level of the Corps hierarchy.
This effort required an enormous commitment from everyone in-
volved, Corps and industry. But it was a most important endeavor,
and a completely worthwhile commitment. At the end of the day,
the CIS Team was able to meet the challenge it was given to de-
velop the consensus recommendations I am now honored to testify
in support of today.

The CIS Team’s plan envisions a $7.6 billion/20-year inland wa-
terway capital investment program. The program anticipates an
average annual investment level of $380 million.

Mr. Chairman, I see that my time is nearing an end, so I will
conclude my statement by simply pointing out that the CIS Team
concludes its report with these words: “While unlikely that any set
of recommended improvements could completely eliminate cost in-
creases and scheduled delays, these recommended improvements,
in combination with the development of the capital investment
strategy, with the underlying premise that the funding will be pro-
vided in an efficient manner, will achieve the goal of an improved
capital projects business model.”

I believe that to be a true statement, and I urge the committee
to implement this full inland waterways modernization plan at the
first opportunity. Thank you.

Mr. GiBBs. Thank you.

Dr. Bray, welcome, and the floor is yours.

Mr. BrRAY. Thank you. I too would like to thank the sub-
committee for inviting me to speak here today. It is quite an honor
for me to do this. Much of what I intended to say has already been
covered, so I don’t want to cover old ground. But I want to make
three basic points.

The navigation system is a valuable component of the national
transportation system. It has been mentioned you have about 589
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million tons on the inland system, 8.6 percent of the total tonnage
shipped in the Nation is by barge, 11 percent is measured by ton-
miles. And one number I haven’t heard is the value of barge cargo
can be conservatively estimated at about $124 billion.

Not only do you have these tons, but even on the tributaries,
where you don’t have a lot of traffic, you have the ability to move
overweight, oversized commodities that probably could move on the
overland system—maybe not—but they can be moved cheaply on
the river system. You have shipments to utilities and environ-
mental projects. Even down in north Alabama you have the Boeing
common booster core rockets that locate inland to stay away from
the effects of hurricanes on those big buildings and expensive
equipment.

I want to say secondly that the system is old, and funding for
maintenance and modernization has not been adequate. This point
has already been made, but I want to give a couple of examples.
Lock and Dam 18 on the Mississippi River has aggregate silica re-
action which causes the concrete to spall. The dam is in such bad
shape the rail tracks and hand rails are warping. The personnel
platforms have been relocated from the side of the dam, for the fear
that they will detach from the dam, and spill the workers into the
river. It is that bad.

And at Chickamauga Lock, Representative Duncan mentioned
the problem with the lock is aggregate alkali reaction, and TVA en-
gineers, when I was there, projected a finite life. It will eventually
need to be closed. This will probably happen before there is any
further large work done. So you’re going to put the people who rely
on the river in competition with each other. How should the river
be operated without navigation? It is unprecedented.

And lastly, I want to talk a little bit about the beneficiaries of
the system of navigation locks and dams, which this problem at
Chickamauga will probably manifest itself. Representative Duncan
said most people don’t know that they—what benefits they received
from the navigation channel, and that is what we found at TVA
when we were doing surveys in early 2000. I'm just going to go
over just a few of these—about 2 minutes left.

Shipper savings. Shippers can ship cheaper by barge. On the
Ohio River system, we estimated that to be in the neighborhood of
$3 billion a year. Nationally, that is probably $7 billion a year.
Now, when you ship cheaper, you can increase employment. On the
Ohio River system we found the present value was $497 billion in
sales, and 80,000 annual jobs on the Ohio River system you can at-
tribute directly to navigation. This yields an annual impact of
about $20.5 billion in sales. The service area of these utilities en-
compasses about 829 counties. All of these people potentially ben-
efit from shipper savings to the utilities that ship coal on the Ohio
River and its system.

Cooling power plants. If all of the power plants had to convert
to cooling towers, it would cost about $22 billion over 50 years. Of
course you have hydropower benefits and one thing that people
don’t realize: property value benefits. On one reservoir on the Ten-
nessee River alone, $1.12 billion—property values, that is about 34
percent of the value of the property. You also have congestion and
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safety impacts. They’ve been mentioned. And, of course, there are
additional large benefits due to recreation.

I am out of time. I thank you for the opportunity to speak here
today.

Mr. GiBBs. Thank you.

Mr. Toohey, welcome, and the floor is yours.

Mr. TooHEY. Thank you, Mr. Chairman and Ranking Member
Bishop. It is an honor to be here today. Mr. Chairman, I am Mike
Toohey, the president and CEO of the Waterways Council, the Na-
tion’s public policy organization advocating a modern and well-
maintained system of ports and inland waterways. Our member-
ship consists of over 250 waterway carriers, shippers, port authori-
ties, shipping associations, and waterway groups from all regions
of the country.

The inland waterway system is one of this country’s greatest as-
sets. The waterways have been recognized as an area of funda-
mental Federal responsibility since the earliest days of our United
States.

For over 200 years, our river system has facilitated the reliable
and environmentally friendly transportation of the building blocks
of our economy. A vibrant economy funds our national defense, our
national security, our social benefits, our place in the world. And
with the underpinning that the foundation of transportation pro-
vides, we enjoy a tremendous quality of life because of it. And
thank you for this committee’s recognition of that value.

Congressman Duncan and others have testified to the efficiency
of the inland waterway system. It is the most efficient fuel-efficient
system in the transportation modes. It is also the most environ-
mentally friendly, because it has the fewest emissions of carbon di-
oxide.

Our inland waterway system is 12,000 miles and it impacts 38
States, thus the need for a Federal system. Because without it, we
would not have the interconnectivity to get our grains to the export
market, our coal to the export market, our petroleum to the domes-
tic market, and our construction materials to our building markets.

Despite all these advantages, our inland waterway system infra-
structure is suffering, and in need of immediate modernization. As
many have noted—thank you, Congresswoman Johnson—we have
many aged facilities that are in critical condition. And today we
could plant a forest and yield—realize the yielding of that timber
before we could get a lock and dam modernized in this country.
That is ridiculous.

So, to fully understand this crisis, let me talk 1 minute about
how this system is financed. The inland waterway system—this
committee, in 1986, established or modified the established water-
way trust fund to support a more viable, energetic program. They
authorized seven new lock and dam projects, and doubled the fuel
tax on the inland waterway system user—commercial users. Not on
all the beneficiaries, but on the commercial users of the system.

And that tax now generates between $70 million and $90 million
a year. That is matched by a 50-50 contribution from the Federal
Government, which recognizes some of the national defense, munic-
ipal water supply, flood damage prevention, electrical generation
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f_ro(rln hydropower, and other beneficiaries that Dr. Bray has identi-
ied.

As a result of that, 50 percent of the cost of construction are paid
by the users, the commercial users, but not all the beneficiaries,
and 50 percent by the Federal Government, recognizing that the
general fund contribution is the mechanism to recognize the other
beneficiaries’ contribution to the construction of these facilities, and
the maintenance of these facilities.

Now, the most glaring example of the deficiencies of the current
system is the Olmsted Lock and Dam project on the Ohio River,
originally authorized in 1988 at $775 million, located on the Ohio
River, as I stated. It replaces two aged locks, one of which was con-
structed with a 15-year expectation of life. It is now 80 years old.

That project has escalated in cost to $2.1 billion, $1.3 billion in
sunk costs, to build the two 1,200-foot locks, which are in place.
And now the Corps is placing the dam. We have recently been noti-
fied of a significant change in the project cost. We don’t know what
that is. We are informed that we may know that by December.

But a lot of our membership is vitally concerned about this cost
escalation, because it is a blank check for us. We just get to pay
50 percent, we don’t get to say anything about how it is to be con-
structed.

Originally this project was to be constructed through the use of
coffer dams. Then it was changed, because the thought of cost sav-
ings through the construction of—or in place—I'm sorry, build in-
the-wet, and that experimental engineering technology has not
worked out.

Mr. Chairman, I would conclude my statement by saying, as Mr.
Little emphasized, we have a business-Government proposal, joint-
ly worked on, jointly recommended to you to develop a capital in-
vestment plan for this program. We think it is reasonable. It has
a prioritization component. It has a cost-sharing component. It has
a project reform component, and it has a revenue component,
where the users recommend additional user fees be paid by the
commercial sector.

I commend that to you, and I also commend the President for
recognizing—the first time ever a President has recognized that in-
land waterways are vital, job-creating opportunities. And the Presi-
dent’s jobs act, he included specifically inland waterways.

And I would like to thank Secretary Darcy for the recognition of
the President of the vital nature of our program.

Mr. Chairman, I look forward to questions, and thank you for
your generosity in having me here today.

Mr. GiBBs. Thank you.

Mr. Ebke, the floor is yours. Welcome.

Mr. EBKE. Chairman Gibbs, Ranking Member Bishop, and distin-
guished members of the subcommittee, thank you for the oppor-
tunity to testify today on behalf of the National Corn Growers As-
sociation as part of this hearing on the importance of our Nation’s
inland waterways transportation system. My name is Steve Ebke,
and I am chairman of NCGA’s production and production and stew-
ardship action team, which handles transportation policy for our
national organization. I am a third-generation farmer from Daykin,
Nebraska, where I grow corn, soybeans, and wheat.
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The U.S. agricultural sector is the largest user of the freight
transportation network, accounting for nearly one-third of all
freight transportation services utilized across the country. With the
primary agricultural production in the interior of the country, far
from the ports that link to international trade, transportation is
critical to the competitiveness of U.S. agriculture in world markets.

U.S. Department of Agriculture research shows the cost of trans-
portation from the farm gate to the consumer accounts for nearly
half the cost of U.S. grain at its final destination. Farmers move
their crops and receive their inputs by barge, rail, and truck. The
competition among these modes of transportation helps farmers re-
ceive the best price for their crops, meet their customers’ demand
for timely delivery of products, and successfully compete with for-
eign producers.

Even though not all corn growers ship to the Mississippi River,
all growers are impacted by it. While my home State of Nebraska
is not adjacent to the Mississippi River system, farmers in my area
understand the importance of our inland waterway transportation
system. Every day the price of grain a farmer receives at his home
market is impacted by the price of grain that moves on the Mis-
sissippi River to export markets. Each year, more than 1 billion
bushels of grain—about 60 percent of all grain exports—are
shipped on the Mississippi River.

Modernization of the Panama Canal, expected to be completed in
2014, will lead to expanded agricultural export opportunities with-
in the next few years. Currently, 57 percent of U.S. grain leaving
gulf ports makes its way through the Panama Canal. The expan-
sion is good news for corn farmers, as it will lessen transport time,
and should reduce ocean freight costs. This is particularly impor-
tant for containerized dried distillers grains bound for Asian mar-
kets.

However, if domestic infrastructure is inadequate, the canal ex-
pansion project will be a missed opportunity. The truth is that
many locks currently in use within the U.S. inland waterways sys-
tem are too small for today’s larger tows, susceptible to closures
and long delays for repairs, and unable to deal effectively with the
lines and wait times that result from their obsolescence.

The American Society of Civil Engineers, in their 2005 Report
Card for American Infrastructure, assigned a grade of D— to the
condition of our river infrastructure. As we heard from the chair-
man, on the Upper Mississippi River many lock chambers are 600
feet in length. However, the average length of a modern tow, which
is 15 barges pushed by a tow boat, is 1,200 feet. Consequently, for
a modern tow to navigate through these antiquated locks, it must
split in half and transit the lock one section at a time, resulting
in costly delays.

The good news is that the construction—that construction has
been planned for five new locks along the Upper Mississippi River,
and two new locks along the Illinois River. The planning was com-
pleted by the U.S. Army Corps of Engineers, and approved by the
chief of engineers in December of 2004.

In the 2007 Water Resources Development Act, Congress author-
ized construction on these seven projects. Unfortunately, in the 4
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fears gince the passage of WRDA, little or no funding has been al-
ocated.

Of course we all realize that in this time of severe budget con-
straints we must be more responsible and efficient with our Fed-
eral spending. That is why, in 2009, the U.S. Army Corps of Engi-
neers collaborated with the Inland Waterways Users Board and
other stakeholders to draft the inland waterways capital develop-
ment plan, which recommends major improvements to project fund-
ing and delivery.

In March of 2010, NCGA officially endorsed the inland water-
ways capital development plan, and we have advocated for its in-
clusion in any future WRDA bill or infrastructure development pro-
posals. We recognize that any increase in the fuel tax will ulti-
mately be passed on to corn farmers. But NCGA strongly believes
that a strategic investment in our Nation’s waterways will provide
long-term benefits to the agriculture industry. Without a restruc-
tured capital development plan, the seven locks authorized in
WRDA in 2007 could be waiting decades to begin construction.

In closing, NCGA believes that improving transportation capacity
should be a national priority that deserves urgent attention. It is
time to provide necessary and long overdue improvements to our
Nation’s waterways.

Thank you for considering our comments on this important issue.

Mr. GiBBs. Thank you.

Mr. Ellis, the floor is yours. Welcome.

Mr. EvrLis. Thank you, Mr. Chairman. Good morning, Chairman
Gibbs, Ranking Member Bishop, members of the subcommittee. I
am Steve Ellis, vice president of Taxpayers for Common Sense, a
national non-partisan budget watchdog. Thank you for inviting me
here today to testify. I have developed a deep knowledge and expe-
rience on the inland waterway system through my time in the
Coast Guard, and as an advocate.

We have heard about the locks, dams, and engineering, also that
the inland waterways system is an important part of our Nation’s
transportation network. It is, carrying nearly 5 percent of the total
freight in 2007, according to the Congressional Research Service,
the vast majority on the Mississippi and Ohio river systems.

While others have extolled the efficiencies, the system also has
limitations. Barges have to follow the river, while trucks and rail
go virtually anywhere in the country. All of the segments require
some engineering to be navigable. Many have a series of dams to
maintain adequate depth, with locks to provide passage through
the dam.

Beginning in 1986, users contributed to the construction and
major rehabilitation costs, half from a fuel tax-financed Inland Wa-
terways Trust Fund, half from the treasury. Since 1996, that tax
has been 20¢ per gallon. The administration estimated $87 million
in revenue from the tax in fiscal year 2012.

Unlike the highways, railways, ports, and other Corps programs
under this committee’s jurisdiction, inland waterway users pay
nothing for maintenance. There is no market mechanism to sepa-
rate the waterway wheat from the chaff, yielding a system where
17 segments had 2.3 percent of the total traffic, yet reaped 30 per-
cent of the operations and maintenance funding. By the Corps’ own
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analysis, over the last 3 years users have recovered only about 8
percent—8 percent—of inland navigation costs. In contrast, coastal
ports users cover nearly 80 percent of the costs.

The taxpayer-funded Inland Waterways Users Board developed a
proposal, with significant Corps assistance, to dramatically in-
crease the subsidy for the inland waterway system. In light of a
$1.3 trillion budget deficit, and our Nation’s more than $14 trillion
debt, I thought about how to charitably characterize the proposal,
but all I could come up with was “greedy.”

The draft proposal that has been circulating jettisons the modest
increase of the gas tax included in the original. Everything else is
the same, including shifting major lock rehabilitation projects cost-
ing less than $100 million to the taxpayer. That would represent
all major lock rehabilitations to date. It also illogically makes tax-
payers solely responsible for navigation, dam construction, or major
rehabilitation. The dams were built to facilitate navigation. You
can have a dam without a lock, but a lock without a dam is worth-
less. This would also violate Federal cost-sharing rules for dam
projects.

Lastly, all cost overruns would be charged to taxpayers. Look, I
think the Corps’ motto should be, “We may take twice as long, but
we cost twice as much.” The Corps noted cost overruns are, in part,
because optimal funding is assumed, while also noting, “This is
never the case.” This calculation skews the benefit cost ratio in
favor of approving all Corps projects. The proposal would put in-
land waterway construction projects in an exalted status that ex-
ists for no other Federal project.

Any lawmaker with Corps projects in their district should take
note. There will be real and serious impacts from the Inland Wa-
terways Users Board proposal. They want $380 million for con-
struction annually, more than doubling present spending levels.

Congress is supposed to adopt at least $1.2 trillion in deficit re-
duction by year’s end. It is unrealistic to think the Corps’ budget
is going to increase in the foreseeable future. That means it is a
zero sum gain. Any increase for inland waterway projects will come
at the expense of harbor deepenings, beach replenishment, flood
control, and environmental restoration projects.

I am not aware of an entity similar to the Inland Waterways
Users Board. There is no port or highway or airport users board
made up entirely of industry officials and staffed by Government
employees, empowered to make spending recommendations from a
tr}lllss1 fund. The Inland Waterways Users Board should be abol-
ished.

One of the main drivers of cost in an inland waterway system,
both construction and operations and maintenance, is the naviga-
tion locks. A new financing structure must incorporate some sort
of lockage fee, be it flat or sliding, to help combat congestion
delays. Rather than increasing the current 90 percent subsidy, the
inland waterway industry needs to bear at least some of the cost
of operations and maintenance.

Finally, we sorely need a prioritization mechanism. Earmarks de-
tracted from a rational budget process. The earmark moratorium,
which we strongly supported, but one of the problems of it is that
it enables the administration to select the winners and losers,
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using black box decisionmaking. Congress should work with the ad-
ministration to develop transparent and realistic criteria and
metrics to evaluate and prioritize projects. We cannot afford to
spend, based on political muscle.

Our Nation’s debt dictates hard choices and shared sacrifice. In-
stead of another taxpayer handout, we need a thorough re-evalua-
tion that shuts down the deadbeat waterways, and prioritizes our
investment Corps-wide. It cannot simply be about spending more,
it has to be about spending wisely.

Thank you for the opportunity to testify, and I look forward to
answering any questions you might have.

Mr. GiBBS. Thank you. We will begin questions. I will start off.

Secretary Darcy, in your testimony you talk about the $420 mil-
lion in the stimulus bill to go for capital projects for our inland
water system, and another $394 million for operation and mainte-
nance. Since I've been in this job just a little more than a half a
year, I'm trying to figure out where the spending is happening on
the projects, and trying to prioritize.

Can you describe, on the capital side, the $420 million, what
projects those went to? Or, if you can’t, can you provide us with a
specific list of the expenditures?

Ms. DARcY. I can provide the specific list of the expenditures, but
the $420 million, that number was for the inland system.

Mr. GiBBs. OK, yes, but I just would like to see a specific

Ms. DARCY. And that was—again, that was the construction side,
because we didn’t have to take—the Congress waived the match
from the trust fund.

Mr. GiBBs. OK. I would like—I would be interested to see the
specific list of——

Ms. DaARrcy. Be happy to.

Mr. GIBBS [continuing]. Dollar to dollar expenditure. Also, on the
Inland Waterways Users Board, it is my understanding that the
board is not functioning right now, because the administration
hasn’t re-appointed, or appointed, so that everybody’s terms have
expired. What’s the status on those appointments?

Ms. DARcY. The appointments are pending. What has happened
is within the larger Department of Defense, all boards and commis-
sions are being evaluated as to their current status. And what we
have done in the past, because of the requirement in statute about
the membership on the board, it says that those members should
be representing their industry. We have had to get a waiver from
the Department in order to have that requirement met.

So, we have asked for that waiver again, because currently, if
you are on a board, you have to serve as a consultant to the Army,
and that would fly in the face of why these people are actually rep-
resenting their industries on this board. So we have always asked
for a waiver. This year we've asked for a waiver again, but that is
currently under consideration at the Department of Defense.
hMr. GiBBs. OK. So the—even though the WRDA—I think it was
the 86—

Ms. DARcCY. 1986, right.

Mr. GIBBS. Yes, specified, set the board up. But you're saying you
have to have a waiver, because the Defense policy—is that admin-
istration policy, or is that a conflict with another law?
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Ms. DARcyY. It is—1I think I can cite the regulation for you, if you
give me a second here. Hold on 1 second.

[Pause.]

Ms. Darcy. I don’t have the exact—in my notes I don’t have the
exact regulation.

Mr. GiBBs. OK, can you get back to the committee?

Ms. DARCY. Yes.

Mr. GiBBS. Answer that question, because I've looked at the law,
and it seems to me the law is clear that the industry should be rep-
resented.

Ms. DARcY. Right.

Mr. GiBBs. After all, they are paying the diesel fuel tax going—
that was how it was set up.

Ms. DARcyY. Right. And I agree, and that is why we have asked
for the waiver in the past, so that we could comply with the stat-
ute.

Mr. GiBBS. But I just want to know why we have to have a waiv-
er.
Ms. DARcY. Right.

Mr. GiBBs. OK?

Ms. DARCY. Yes sir.

Mr. GiBBS. Also, any specific recommendations from the board,
inland waterways board, has the Corps carried out to speed up
project delivery? Can you cite anything that the users board has
specifically recommended that the Corps has adopted to help speed
up project delivery?

Ms. DaArcyY. They had several recommendations, some adminis-
trative recommendations in their plan, and some of them we have
undertaken. One was the call for independent external peer review,
which we have been doing. One was increased training for our
project managers, which we have been doing. Another is to use
risk-based cost analysis, which we have been doing.

And we also are considering some of the other administrative
recommendations that they have recommended, and we’re consid-
ering those at headquarters now.

Mr. GiBBs. I want to open it up, question to all the panelists who
want to respond. And we talked about Panama, widening and deep-
ening, and 2 or 3 years away. And I don’t think it is been that
many years they’ve been working on it.

I know in some of your testimony there was a lock and dam
around Louisville, Kentucky, that was built in the late 1950s, early
1960s, and then one right next to it, took 10-plus years, or what-
ever it was. I'm really concerned about project delivery.

Can anybody respond to what is happening? Because back in the
1950s and 1960s, when the projects were carried out, they seemed
to be carried out in a pretty efficient manner, and within budget.
And now we’re seeing delays, delays, and expenditures—of course
the Olmsted really sticks out.

Wl(llat’s happening here? Is it—and Mr. Little, I will let you re-
spond.

Mr. LiTTLE. Yes, thank you, Mr. Chairman. If—I could begin to
try to answer that question, because we had the same question.
Why is it taking so long? Because we used to see these projects
completed in a much more timely fashion.
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The example you referred to, McAlpine Lock at Louisville, Ken-
tucky, there is a 1,200-foot lock chamber at McAlpine that was
built in 3 years, from 1959 to 1962. Next to it, a virtually identical
lock chamber, 1,200 feet, took at least 10 years to build. And it was
dedicated in 2009. There are example after example like that.

We went to the Corps of Engineers a few years ago—I may have
referred to the year in my testimony, so I'm relying on my memory
right now, which may not be exactly right, but it was around the
2006 timeframe—with the exact same question. Why is it taking so
long? And we asked the Corps at that time to consider undertaking
a study to examine projects that are lagging behind, versus better
projects.

The Corps did that study, and after about a year they reported
their findings to us. It is called the selective case studies. Those of
us in the industry refer to it as the good, the bad, and the ugly,
because they looked at different projects, some better than others.
They began to identify some factors that explained why projects
were taking so much longer.

They briefed the users board at a users board meeting a year
after they started the study. And to their credit, the Corps at that
time said there were some improvements that needed to be made.
About a third of these costs have to do with inefficient funding, be-
cause it is kind of like when you build a house. When you start to
build a house, you want the money, you want to get it in, get it
done. And the other two-thirds of the cost increases were due to
changed conditions with the Corps’ estimate and conditions at the
site, and various other things. About two-thirds was within the
Corps’ purview, about a third was inefficient funding.

Based on that study, and those findings, the Corps then asked
the industry to join with them and to try to develop a better way
of scoping these projects, of funding these projects, of prosecuting
this plan. It was that effort that led us to the report.

Mr. GiBBs. OK, I'm going to interrupt you, because my time is
up.
Mr. LitrTLE. OK, I'm sorry.

Mr. GiBBs. We will get back to that, because I've got some follow-
up questions.

Mr. LiTTLE. Yes, sir.

Mr. GiBBS. Mr. Bishop?

Mr. BisHOP. Thank you, Mr. Chairman. Let me start. Secretary
Darcy, a few moments ago you were—the chairman asked you
about the waiver and the policy. Just to be clear, the policy of the
Department of Defense from which you are requesting a waiver
represents longstanding policy of the Department of Defense. Is
that correct?

Ms. DARcy. That is correct.

Mr. BisHOP. It is not new policy implemented by the Obama ad-
ministration. Is that correct?

Ms. DARcy. That is correct——

Mr. BisHOP. Thank you.

Ms. DARCY [continuing]. It is not new, and it is not just targeted
toward this.

Mr. BisHoP. Thank you, I appreciate the clarification. Mr. Little,
I want to sort of focus in on the funding piece of this. I think we



28

all recognize that the inland waterway infrastructure is in need of
upgrade, need of ongoing maintenance, need of modernization, et
cetera. I don’t think anyone argues with that. I think the challenge
is how do we fund it.

And the proposal that the board has made represents, I think it
is reasonable to say, a significant proposal to cost-shift away from
users to general revenue. And let me be specific. For lock rehabili-
tation, for between—for projects that cost between $8 million and
$99 million, current law, 50 percent trust fund, 50 percent general
revenue. The proposal is it would be 100 percent general revenue.
For dams, current law, 50 percent trust fund, 50 percent general
revenue. The proposal is 100 percent general revenue. For all cost
overruns, 50-50 split current law, 100 percent proposed for general
revenue.

So, there is a significant movement away from dependence on the
trust fund to dependence on general revenue. I think Mr. Ellis, in
his testimony, quite correctly pointed out that in the environment
in which we find ourselves, it is simply unreasonable to think that
the top lines for the Army Corps of Engineers budget are going to
increase. Construction budget isn’t going to increase, operation and
maintenance budget isn’t going to increase in any meaningful way,
and most likely it is going to decrease in the environment we’re
currently in.

So, my question to you is, if, in fact, we are going to undertake
these projects, and if, in fact, a significant share of the burden for
undertaking these projects is going to move away from the trust
fund onto general fund revenue, what is your construct? How do
you see the Corps going forward? How do you see—I mean, in other
words, whose ox gets gored? If we're going to spend more than
we’re spending now on infrastructure projects related to the inland
waterway system, who is going to lose? I mean what’s your notion
of who loses?

Mr. LiTTLE. I appreciate

Mr. BisHOP. Someone’s going to lose.

Mr. LITTLE. And I appreciate the question, and the nature of the
question. If T could, let me try to address some of the points you
made, and maybe elaborate a little bit on what our thinking was,
as we worked through this.

Mr. BisHop. OK, I'd ask you to do it as quickly as you can, be-
cause I've got 1 minute and 51 seconds.

Mr. LitTLE. All right, I will go as quickly——

Mr. BisHOP. And I have one other question.

Mr. LITTLE. All right. $100 million on rehab. What we have seen
in our review was some O&M money—or O&M work was being de-
ferred, we thought, so we thought we saw some migration of some
work that should have been O&M migrating over into the rehab
sector. So that is why we thought a bright line test on the rehab
was appropriate. $100 million was where we pegged it. There is no
magic in that number, maybe it needs to be a different number, but
that made sense to us to keep work from migrating from O&M into
rehab.

Regarding the 100 percent cost share on dams, we recognize, as
Dr. Bray has identified, there are many beneficiaries to the system.
We are not proposing——
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Mr. BisHOP. Mr. Little?

Mr. LiTTLE. OK.

Mr. BisHOP. I want you to focus in on——

Mr. LiTTLE. OK.

Mr. BisHOP. I mean I understand you represent a subset of our
transportation infrastructure, and I understand you have an obli-
gation to advocate for it. We have an obligation to make judgments
that are balanced.

Mr. LITTLE. Right.

Mr. BisHOP. So, guide us. If we're going to provide more general
fund revenue to the inland waterways system, who should we take
it away from?

Mr. LITTLE. I can’t answer that question for you, but I can tell
you that the service that we provide to the Nation—and we are just
working for the electric utilities, the farmers, the petroleum prod-
uct producers—is of great value to the Nation

Mr. BisHOP. So, if I may, it sounds to me like what you're argu-
ing for is a higher top line for the Army Corps of Engineers, be-
cause I think most reasonable people would say that what the
Army Corps of Engineers does, in general, has a benefit to either
the Nation, as a whole, or to a subset of the Nation. Correct?

Mr. LiTTLE. Yes. And I believe this does have a benefit——

Mr. BisHOP. So

Mr. LITTLE [continuing]. To the Nation, as a whole.

Mr. BISHOP. So you would suggest higher Federal expenditures
from general fund revenues for the Army Corps of Engineers.

Mr. LITTLE. And, with our business model, we are saying we are
willing to pay more fuel tax. We're looking at a 30 to 45 percent
increase of tax on our——

Mr. BisHOP. Chairman, I thank you for indulging me on that
issue. And either Mr. Little or Mr. Toohey, my understanding is
that there are proposals circulating now that do not yet have a leg-
islative vehicle, but are—that would eliminate the proposed in-
crease in the diesel fuel tax, and that—but we would still go for-
ward with the cost share as proposed in your business model.

Mr. LITTLE. Right.

Mr. BisHOP. And my question to you is, how serious are you
about the increase in the diesel fuel tax? Will you reject a proposal
that doesn’t include both?

Mr. TOOHEY. It is a package, Mr. Bishop. Yes, sir.

Mr. LITTLE. Yes.

Mr. TooHEY. We want a package.

Mr. BIsHOP. So

Mr. TooHEY. We're not—we don’t want just the tax increase, and
we don’t want just the cost sharing. It is a package. Yes, sir.

And the other thing I'd suggest to you is, if you’re looking for
areas, this is investment spending. It returns value to the Nation,
it creates economic opportunity, it funds our place in the world,
versus consumption spending, which is taken and spent and re-
turns nothing.

Mr. BisHopr. Sir, I would like you to join us as we argue other
pieces of what has been proposed. You heard earlier the stimulus
referred to as the failed stimulus. That was investment spending.
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A great deal of it in the main was investment spending. So if you
want to help me make that argument——

Mr. ToOHEY. But a small percentage went to infrastructure,
versus consumption spending. And I'm not arguing what’s right or
wrong. I mean those are all legitimate appropriations by the Con-
gress. You make the decisions

Mr. BisHOP. Right. My time has expired, I appreciate the indul-
gence of the chairman.

Mr. GiBBs. OK, thank you. Representative Bucshon, do you have
a question?

Dr. BucsHON. Thank you, Chairman Gibbs. Chairman Gibbs and
I had the pleasure of touring the Olmsted Lock, and good to see
you again, Mr. Little.

A couple of things, being a new Member of Congress, are clear
to me, that all of us are really charged, I think, when it comes to
the understanding of the American people, the importance of our
inland waterway system.

I mean I consider myself a fairly well informed citizen. And to
be honest with you, before I became a Member of Congress and a
member of this subcommittee, I really had no idea about this sys-
tem, or the significance, and what it means to our country, eco-
nomically. And so, I would just like to say that all of us are
charged to inform the American people about the importance, and
get the American people on our side.

That said, we have significant challenges when it comes to fund-
ing not only our inland waterway infrastructure, but our highways
and other infrastructure projects around the country.

And I guess my question—I will just ask Mr. Little—under the
current system, how many authorized projects will we be able to
complete, do you think, in the next 20 years? And under the capital
development plan, how will that improve?

Mr. LITTLE. Our estimate is, if we don’t fix the broken business
model, we can expect to finish about 6 projects over the next 20
years, versus our plan, based on the information we had at the
time we developed the plan, it looks like we could finish 25
projects.

Dr. BucsHON. That is a tremendous difference. And again, reit-
erate that your plan does propose an increase in, essentially, the
user fees as a balanced type proposal to fund the infrastructure,
going forward.

Mr. LITTLE. Yes, sir. That is correct.

Dr. BucsHON. And Mr. Chairman, I don’t have any other specific
questions, so I will yield back my time.

Mr. GiBBs. OK, thank you. Representative Ribble, do you have
any questions? Go ahead.

Mr. RIBBLE. First of all, thank you, Mr. Chairman. Thanks to the
panel for being here.

I spent my entire lifetime in construction, and so I guess my first
question is going to go to Ms. Darcy.

In your testimony, you advocate for additional revenue that
would enable a more robust level of funding for safe, reliable, cost-
effective, and environmentally sustainable waterways, and con-
tribute to deficit reduction and economic growth. Do you think that
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the Olmsted project that now is costing the taxpayer three times
as much and taking twice as long meets this criteria?

Ms. DARcY. Congressman, as you know, we are confronted right
now at Olmsted with increased costs. We are currently evaluating
those increased costs, and will come up with a determination as to
whether those increased costs would meet the criteria you just out-
lined.

Mr. RIBBLE. But typically, ma’am, when demand is down—which
it is, down in the U.S. construction industry, by about 20 percent—
costs go down. And efficiency goes up, as contractors want to com-
pete for this type of work. Why do you suppose that is not hap-
pening? What is lacking in your controls that are causing this de-
bacle on the taxpayer?

Ms. DARcY. That is the point of what we’re trying to undertake
in the next couple of months, is to see what went wrong. These
costs have escalated. Part of it is due to some of the conditions in
the river. Some of it is because we, this year, had five 3,500-ton
shells that we put in the water that actually are going to cost us
more. And so we’re learning from what we did there.

And we have an outside independent review of the costs that we
hope to have by the end of the year, so we can make a determina-
tion on what we should be spending, going forward.

Mr. RiBBLE. You heard Mr. Ellis testify. And his—at least im-
plied—or implication was that the problems are systemic. Are they
systemic?

Ms. DARcy. I don’t think they’re systemic, but Olmsted is indic-
ative to us that there is a problem that we need to address. And
some of the recommendations made by the earlier report are some
that I think we need to take into consideration, especially in going
forward. And this is—it is a huge capital investment, and that is
one of the reasons we need to take a closer look at it.

Mr. RIBBLE. I'm concerned, as a Member of Congress being re-
sponsible for taxpayer dollars, giving the department any money
right now, until the problem is fixed. And I know that might slow
things down, but at the end of the day it should speed things up.

Mr. Ellis, did I summarize your testimony accurately? Do you be-
lieve the problem is systemic?

Mr. EvLIS. Certainly some of the problems with cost overruns
with the Corps program are systemic. And so, yes, sir.

You know, you look at the way the cost estimation is being
done—and some of this came out in the study that was referred to
as the good, bad, and the ugly study, that essentially you had in-
stances where they estimated there would be optimal funding. And
the Corps recognizes there is never optimal funding. Congress has
got 535 mouths to feed, and likes to spread the Corps funding over
a lot of different projects, it is part of the reason why things are
delayed.

Also, the fact that they’ve gone for technological advances and
assumed savings that aren’t reality right now, and that is a prob-
lem also in other lock projects, as well. And so I think that there
are lessons to be learned. Unfortunately, for taxpayers, sad lessons
to be learned, but lessons to be learned that could try to improve
the Corps program.
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I would also note that one of the recommendations was inde-
pendent peer review, which was something that wasn’t in the
Water Resources Development Act of 2007, and we broadly sup-
ported and think should be increased and empowered greater.

Mr. RIBBLE. As a commercial roofing contractor, maybe I need to
get into locks construction. It is kind of the job that keeps on giv-
ing.

I would like to refer to Mr. Toohey. First of all, thank you for
your testimony, particularly the written testimony. It is rare that
I get to read a document that refers to the Federalist Papers. I ap-
preciate how thorough your testimony was today.

In your recommendations, you suggested on the revenue side, “to
provide additional revenues to the IWTF in a reasonable and sup-
portable fashion, possibly through user fees assessed in a fair and
equitable manner.” I only have a few seconds left; what is fair and
equitable?

Mr. TOOHEY. We recommend a 6¢ to 9¢ increase in the fuel tax
paid by the commercial users of the system.

Mr. RiBBLE. And that would be the net sum total of the
users——

Mr. TooHEY. Of the commercial contribution. Now, recognize
there are many beneficiaries of the system, as Dr. Bray testified to.
And their contribution is manifest through general fund appropria-
tions.

Mr. RiBBLE. How do we protect commercial users from unreason-
able project cost escalation and delay?

Mr. TOOHEY. Our suggestion is to fundamentally change the for-
mula by which we are assessed the burden of paying for the sys-
tem, and that is that we cap the cost at Olmsted at the—and—at
our current contribution, and any further cost overruns be borne by
the general revenue, the general beneficiaries, the other bene-
ficiaries of the system.

We cannot provide a commercially viable system, we cannot get
a return on investment, we cannot stay in business, if we are con-
stantly faced with a blank check, where one entity tells us, “This
is the amount you’re going to pay,” and we don’t have anything to
say about it. You know?

And we are terrified about the number that the Corps is going
to impose at Olmsted on us, and it prevents 24 job-creating projects
on the Upper Mississippi from going forward, and $3 billion in en-
vironmental restoration funds for that system to be expended by
the Corps. The Upper Mississippi program is $5 billion: $2 billion
goes to navigation improvement and $3 billion goes to environ-
mental restoration. None of that is going to go forward until we fig-
ure out Olmsted.

Mr. RiBBLE. Thank you very much for your testimony. Mr. Chair-
man, I apologize for going over my time. Thank you, and I yield
back.

Mr. GiBBs. Representative Napolitano?

Mrs. NAPOLITANO. Thank you, Mr. Chairman, and Ms. Darcy, 1
would like to start off with asking you the—in December of 2010
you sent a letter to the former chairman of the committee, express-
ing the administration’s views on the Inland Waterways Users
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Board capital development proposal. Does this letter still represent
the view of the administration?

Ms. DARcY. Yes, it does.

Mrs. NAPOLITANO. Thank you. And I will ask, Mr. Chair, unani-
mous consent to include this letter for the hearing.

Mr. GIBBS. So ordered.

[The information follows:]
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DEPARTMENT OF THE ARMY
OFFICE OF THE ASSISTANT SECRETARY
CIVIL WORKS
108 ARMY PENTAGON
WASHINGTON DG 203100100

DECZ1 2010

Honorable James L. Oberstar

Chaiman )

Committee on Transportation and Infrastructure
House of Representatives

Washington, D.C. 20515

Deaar Mr. Chairman, s

This is in further respanse to your lstter of July 20, 2010, regarding the raport of the
Inland Waterways Users Board (Board) sniitled Injand Marine Transportation Systems
(IMTS) Capital Projects Business Model (report) and dated April 13, 2010, As requested,
this letter provides the Administration’s views on the recommendations for certain
changes in current law in the report, which ware endorsed by the Board on December 15,
2009, and finally approved by the Board on April 13, 2010,

Tha Army shares many of the goals of the Board for the inland waterways. The Civil
Works program of the Army Comps of Engineers facilitates commercial navigation by
providing support for safe, reliable, highly cost-effective, and environmentally sustainable
intand waterborne transportation systems, We look forward to working with the
Committee and all affscted stakeholders to achievs this objective.

Among the recommendations of the report endorsed by the Board is a 20-year
capital development plan that prioritizes project construction. The report also
recommends that each project be funded efficisntly through its completion. A long-term
investment plan such as the Board has proposed, which reflects its priorities, can help
highlight the needs and inform development of a broader strategy for the inland
waterways. While the Army appreciates the Board’s recognition of the value of long-term
planning, the importance of funding prioritization, and the benefits of more efficient
project delivery, we would note that the specific projects and levels of funding are subject
to future budget and appropriation decisions. We also believe that a long-term plan .
should place more emphasis on work such as rehabilitations that are nesdad to continue .
providing a current level of sarvice on the principal inland waterways. Furthermore; all
projects that receive Federal funding should dernonstrate a strong economic justification
and complate the Executive Branch project planning and review process, which most of
the projects in the Board's 20-year plan have not yet met, and sorme of tham may not be
able to meet.

In addition, the Army commends the Board for recommending administrative
improvements, some of which will also benasfit the broader Civil Works program. As.the
report notes, the Corps of Engineers has implementad three of these administrative
improvements (training for project managors; use of risk-based cost estimates; and
independent extemal peer reviews of projects meeting cettain criteria). Other
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recommendations of the Board for administrative improvements are under consideration.
Howaver, we have concems with several of the Board’s other admlmstratwe
racommendations that will require further discussion,

The Army also has serious concemns with several of the major recommendatons in
the report, particularly with the recommendations for major changes in cost-sharing,
which over the next 10 to 20 years could shift 1o the general taxpayer billions of dollars in
costs that are currently, and appropriately, the responsibility of those who use these
waterways to transport their goods. We incur these costs on their behalf, and they
benefit directly from these expenditures.

Under current law, the construction and rehabilitation of most projects on the 27 -
inland and intracoastal fusl-taxed waterways is financed 50 percent from the General
Fund of the Treasury and 50 percent from the revenues paid by waterways users into the
Inland Waterways Trust Fund {(WTF). The report recommends éxempling from cost
sharing: (1) nearly all lock rehabilitation work; (2) all work on construction of a new dam,
including the associated features and components; (3} all work on the replacement,
rehabilitation, expansion, or extension of an existing dam, including the associated
features and cormponents, and all dam safely assurance, seepage control, and static
instability work; and (4) for all other capital investments, all or most costs in excess
of tha original cost estimate provided by the Corps. The Army opposes these
recommendations, which would erode the current framework for non-Federal cost sharing
for this program. These recommendations would transfer a significant responsibility from
the users, represented by the Board, to the general taxpaysr. Such a major shifting of
costs is inconsistent with the user-pay ptinciple that helps to guide Civil Works
investment decisions. Specifically, the Army opposes:

+ Financing of Lock Rehabilitations: The Board recommandations would imit the
responsibility of the users to contribute a cost share of rehabilitations to the work
on a Jock and only to those lock rehabilitations that cost more than $100 million.
No project thus far in the history of the program has met this criterion.

« Financing of Dam Construction and Rehabilitations. The report recommends

exempting alt work on construction of a new dam from cost-sharing, including work
on the associated features and components. Furthermore, all rehabilitations of a
dam and the associated features and components, including alf dam safety
assurance, seepage control, and static instability work, would be exempt. The
report tries to explain this shift in cost sharing by portraying dams as multi-purpose
features that benefit or indirectly benefit non-navigation parties, such as by
supporting floed risk management, hydropower, municipal and industrial water
supply, recreation, or wastewater treatment, On the busiest inland waterways (the
Mississippi River, the Ohio River, the lilincis Waterway, and the Gulf Intracoastal
Waterway, which together handle about 80 percent of all inland waterways
commercial traffic), the Federal government constructed the dams to support
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commercial navigation. That is why tha IWTF finances one-half of the capital
costs for all work on these dams. On other inland waterways, such as the
navigable reaches of the Columbia and Missouri Rivers, the dams truly serve
multiple purposes. For these waterways, the IWTF only finances one-half of 2
portion of the capital costs, based on the share of the work that is allocable to
navigation,

Changing this arrangement for inland waterway projects is not justified, and would
also have far-reaching implications for allocation of costs for many other civil

works projects as well. Furthermors, many ron-navigation civil works projects
now provide ancillary benefits 1o those who did not participate in project financing,
where these indirect benefits ware not part of the justification for the project. Also,
the proposal could make construction and rehabititation of navigation dams subject
to authorization of ather project purposes and execution of cost sharing
agreements with non-federal sponsors of the additional purposes, introducing
significant new uncertainties into inland waterways project planning.

« Cost Caps on Non-Federal Share of Project Costs: The Board recommended that

a cost limit be applied up front to the IWTF amount that could be used for a given
inland waterways project. This recommendation would shift project costs from the
users of inland waterways projects to general taxpayers, The report of the Board
points out that inland waterways users, unlike cost sharing sponsors of other types
of civil works projects, do not sign formal cost sharing agreements. However, non-
Faderal sponsors and users of other civil works projects bear similar cost risks.
We believe the appropriate way to address this risk is through good plans,
designs, and cost estimates regardiess of the project purpose. As noted above,
the Board's report included recormmeandations to improve practices and
procedures in this regard, some of which the Army is considering or has already
implemented,

The Army also has serious conceins with other major recommendations endorsed
by the Board for changes in current law, including:

» Increase in Revenue 1o the IWTF: The Board's recommendation to increase
revenus to the IWTF is an increase in the leve! of the existing diesef fuel! tax of 30
percent (and potentially an increase of up to 45 percent) over the current fus! fax
rate of $0.20 per gallon. This would be the first such rate increass since 1996,
The Army notes that this level of revenue increase would not be sufficient to
support efficient investment in the inland waterways, uniess all of the cther
legislative recommandations of the report fo reduce costs allocated to the IWTF
aiso were enacted, which the Administation would oppose. Also, appropriations
from general taxpayer revenue would have to be increased substantially to make
up the difference that no longer would be derived fram the IWTF. The
Administration continues to urge consideration of a funding mechanism that is
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sufficient to finance capital impravements on the inland waterways efficiently and
that is also more efficient and more equitable than the fuel tax.

Over the past three years, for sxample, receipts from the inland waterways fuel tax
covered approximately 8 percent of the total cost that the Corps incurred on behalf
of the companies that move goods on these waterways in thess years, including
costs for both capital investment and operation and maintenarice, By contrast, our
non-Federa! pariners in the coastal navigation program have paid about 80
percent of the costs of construction, operation and maintenance activities
supporting coastal harbors and channels.

While the Board's report addressed capital investments in the inland waterways, we
would weicome broadening this diseussion to also include how to improve the
performance of the roughly $600 million that the Army now spends arintally on the O&M
of these waterways. Given Federal fiscal constraints, the Administration believes that
discussion should include whether to continue to finance inland waterways O&M costs
entirely from general taxpayer revenues in the General Fund without any cost sharing
from those who use these waterways to transport their goods.

The Army is committed to improving project planning, design and construction
processes in order to more efficiently use available funds to achieve inland waterways
navigation benefits. in this regard, the Army looks forward to continuing 1o work with the
Congress, the Board, and cother stakeholders.

The Office of Management and Budget advises that the views expressed in this
letter are in accord with the program of the President.

Very truly yours,

b

Jo-Ellen Darcy
Asslstant Secretary of the A
{Civil Works)
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Ms. DARcY. Thank you, ma’am.

Mrs. NAPOLITANO. Question. Just following up on some of the
dialogue just previously had, a key proposal of the capital projects
business model is the project-by-project cost sharing cap. Under
this proposal, if the cost of that project increases over time, all of
the costs associated by this increase are the responsibility of the
Federal Government and the taxpayer, through general revenues.

The question, then, is are you aware of any analogy in any other
Federal construction program where the Federal Government as-
sumes any and all cost increases for the total construction of the
project? Mr. Little, Mr. Bray?

Mr. LiTTLE. Thank you for the question. I am certainly not an
expert on other practices within the Federal Government. I can’t
sit here today and tell you I'm aware of a practice elsewhere.

What we were trying to address was obviously a very important
part of the program that we think has failed, and that is the con-
tinuously escalating cost of these projects, well beyond their origi-
nal estimated cost. So we were trying to develop an incentive to
hold those costs down, so we could save taxpayers dollars.

Mrs. NAPOLITANO. Thank you. Mr. Ellis?

Mr. ELLIS. We reviewed other infrastructure investments done by
the Federal Government. We were not able to find a similar pro-
posal, or similar policy, where the Federal taxpayer picks up the
entire tab of any cost overruns. No, ma’am.

Mr. ToOOHEY. May I comment?

Mrs. NAPOLITANO. Yes, sir, Mr. Toohey.

Mr. TOOHEY. Recognize that this is a different Federal program.
The highway program, the aviation programs are federally assisted
programs. The States run the highway program. You know, the
local sponsors at the airport authorities run the aviation programs.
This is the only Federal, direct Federal interest that we have. And
so, the cost sharing is necessarily different, recognizing that.

And remember, Congress once declared that the waterways shall
be forever free, the Land Ordinance of 1789.

Mrs. NAPOLITANO. Yes.

Mr. TOOHEY. And now, today, we are confronted with a system
that was constructed in the 1920s and 1930s by the WPA——

Mrs. NAPOLITANO. And I understand. I'm sorry, my time is run-
ning out. But I understand, because I am also on water, and we
have infrastructure that is decaying, and not—we had no infra-
structure—way of dealing with the infrastructure repair.

Mr. ToOHEY. But the bar to entry for people on the highway pro-
gram is you got to buy gasoline, and it is a fuel tax. So 100 percent
of the beneficiaries pay the tax. You don’t get on an airplane with-
out paying the passenger facility tax, 100 percent of the bene-
ficiaries pay for the system. This system——

Mrs. NAPOLITANO. Thank you.

Mr. TOOHEY [continuing]. One hundred percent don’t pay.

Mrs. NAPOLITANO. Thank you. Yes. There are some differences of
opinion in some of the areas.

Mr. Little, costs vary substantially from one river segment to an-
other. The current systemwide fees offer limited incentives for effi-
cient use of the resource. Is there any value, in your mind, of set-
ting different fees for different segments, effectively allowing the
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market to dictate who should pay to maintain or increase effi-
ciency?

Mr. LiTTLE. Yes. We view the waterway system as a system. Mis-
sissippi River Basin, the Ohio River Basin, there is a tremendous
amount of cargo that comes off the Kanawha River.

Mrs. NAPOLITANO. There is 27 segments, right?

Mr. LiTTLE. Right. But the cargo that moves off many of those
segments go through the Gulf Coast. So that may be a busy seg-
ment, but certainly the cargo and importance to the Nation reaches
to all those other segments as well. This is a system that serves
the Nation very well in moving cargo to export and to consumers.

Mrs. NAPOLITANO. Thank you. Mr. Ellis?

Mr. ELLIS. It is less of a system, in the fact that there are certain
trunks. I mean the vast majority of the traffic goes on the Upper—
well, the Mississippi River and the Ohio. Also on the Illinois.

But what you really find is the Lower Mississippi, and particu-
larly even going up the Middle Miss from St. Louis to the Gulf of
Mexico, there are no locks. You know, people talked about 15-barge
tows? They push 30-barge tows down on that part of the Lower
Mississippi River.

And so, generally, you can bring your cargo directly to the Mis-
sissippi, rather than going to the McClellan-Kerr, the Arkansas
River, and going through a series of locks. So, essentially, there are
differences here that you could try to cost out and have cost shar-

ing.

And the other thing I would just point out is that so a lot of the
money, the construction money, ends up going to lock construction.
As I pointed out, the major workhorse, the Lower Mississippi
River, there are no locks. So they pay a huge amount of the gas
tax, but actually get not nearly as much of the benefit.

Mrs. NAPOLITANO. Thank you, sir. Dr. Bray, investing in recon-
struction and rehabilitation of the IWTF is based on an assumption
that total domestic freight traffic will increase. And, to your knowl-
edge, has an assessment been made of that 27 individual river seg-
ment to see whether the anticipated future freight use traffic can
be balanced against the cost of operations and maintenance, and of
course, the rehabilitation of existing structures?

Mr. Bray. Well, the projections you're talking about are made by
the Army Corps of Engineers when they do these studies. And in
2004, the National Academy of Sciences set a peer review process
in place. And one would have to believe that some really good peo-
ple now review those studies, and you would have to believe that
any forecast is, you know, a guess, that they are doing probably as
well as could be expected, if I get your question correctly.

Mrs. NAPOLITANO. Well, these were assumptions. And given our
current economy, it is not really something that we have—and I'm
not sure how long ago these reviews were made, as to whether they
apply to the current condition of our state of affairs

Mr. BrAY. Generally speaking, I know the Huntington District—
excuse me for interrupting, I know you’re short of time—the Hun-
tington District, with which I'm most familiar, will go back every
few years and revisit those forecasts. So a forecast that might have
been made—it takes 19 years now from the time somebody puts a
pencil down to actually a gate closes—would be revisited.
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So, to answer, to address the issue you’re referring to, they are
pretty careful about that. And every few years they do go back and
revisit these forecasts.

Mrs. NAPOLITANO. Thank you, Mr. Chair, for your indulgence.
Thank you, gentlemen, ma’am.

Mr. GiBBs. Mr. Cravaack?

Mr. CRAVAACK. Thank you, Mr. Chair, and thank you to our
panel members. Mr. Toohey, you’ve been in the business for, what,
40 years?

Mr. TOOHEY. Yes, sir.

Mr. CrRAVAACK. Obviously, you've seen a lot through your experi-
ence. You're very familiar, I'm assuming, with the work of Dr.
Bray. Can you kind of compare and contrast what the capital de-
velopment plan would be, in regards to his program?

Mr. TooHEY. Well, I think it builds—you know, we build upon
Dr. Bray’s research, and our recommendations are based on a lot
of the findings of what he says. I don’t have his statement in front
of me, but he makes many points that we agree with about the
need for a Federal interest. So, you know, the identification of
beneficiaries, which is a cornerstone of our cost sharing rec-
ommendation, those are two of the areas we fundamentally agree
with him.

And I think, you know, that his scholarly research is the whole
justification for our program, and this committee’s Federal interest
in navigation.

Mr. CrRAVAACK. OK. I was kind of concerned. Right now there is
supposed to be a board that is supposed to identify projects. Is that
correct?

Mr. ToOHEY. Yes, sir.

Mr. CrRAVAACK. OK. Ms. Darcy, can you tell me—I'm sorry I came
in late, you might have already mentioned it—what is the status
of this board?

Ms. DARcY. Congressman, I did talk about it earlier, but the cur-
rent status of the board is that the nominations to the board are
pending review from the Department of Defense to a waiver re-
quest that we have asked from them. And that is where it is at the
moment.

And unfortunately, we need a waiver to exempt Inland Water-
ways Users Board members from being special Government em-
ployees, so we’re just waiting for a decision from the Department
of Defense in order to make that—hopefully make the board oper-
ational again.

Mr. CRAVAACK. OK. Any idea when that is going to occur?

Ms. DARcy. I don't.

Mr. CrRAVAACK. OK. So right now we’re kind of like in limbo sta-
tus with this board that is supposed to be identifying projects?

Ms. DARcy. Correct.

Mr. CRAVAACK. Well—

Ms. DARrcY. However, we have been in communication with the
board on a number of issues, including how we can—or members
of the board and stakeholders, as to how we can move forward on
trying to find a revenue source for the fund.

Mr. Cravaack. OK. Speaking of revenue source, you said gas re-
ceipts are down. Is that correct?
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Ms. DARcY. I did not say that.

Mr. CRAVAACK. I think in your written testimony, or someone—
well, I read in testimony somewhere that gas receipts are down.
Could you tell why do you think the gas receipts are down? Or
can’t you comment on that?

Ms. DARcY. I don’t—it was not in my testimony, and I'm—if it
wasn’t someone’s here, I would defer to them. But I don’t know
why gas receipts are down, other than the fact that people aren’t
driving as much.

Mr. CRAVAACK. OK.

Ms. DARcCY. But that is just my uneducated guess.

Mr. CravaAck. OK. Well, Mr. Ebke, you said, coming up from
the northern part of the Mississippi area up in Minnesota, you said
that the increase in fees are going to be passed to your members.
So does that mean you endorse the increase of fees? Would that be
correct?

Mr. EBKE. That is correct. In March of 2010 the delegates to our
policy-setting session agreed that we would accept—in fact, we're
probably a little higher than what they’re suggesting. We would go
up to 20¢.

Mr. CravAACK. OK, 20¢. And do you think this is sustainable
within the system without, you know, eliminating jobs? Mr.
Toohey, what do you think?

Mr. TooHEY. What do I think about a 20¢ per gallon gas tax?

Mr. CRAVAACK. Yes.

Mr. TOOHEY. I think it is too much.

Mr. CRAVAACK. Yes?

Mr. ToOHEY. And it will stifle economic opportunity.

Mr. CRAVAACK. OK. Mr. Ellis, you made a good comment, you
have 535 mouths to feed as part of the systemic problem of, you
know, which Army Corps project is going to be utilized, which I
think is—probably going back to the board, shouldn’t a board be
identifying which projects should be—for the right projects for the
right reasons at the right time? I mean

Mr. ErLis. Well, I think that the Corps has to work with all of
its constituencies. It is not just the inland waterways, as far as
projects. I mean there are projects all over the country that are
beach replenishment or flood control or environmental restoration
or other navigation projects.

And so, clearly, the Corps has to work with the stakeholders.
And they do, generally, in the development of these projects. But
also, Congress needs to work with the administration to develop a
prioritization system. And that is really what I'm getting at, is the
program has been spread too far and too thin, which is how a lot
of these cost increases happen, Congressman Cravaack.

And so, I think that it actually would serve the beneficiaries, the
Congress, and the administration, and the taxpayer better if we ac-
tually prioritized our funding, finished a project, moved on to the
next project, finish that one, move on to the next project.

Mr. CRAVAACK. And do you think that method, there would be—
like, what is there, 25 outstanding projects right now? That would
be a way to conquer this?

Mr. EvrLis. Well, I think that you would start tackling, you know,
the top of the list, wherever it is in the Corps’ program, and you’d
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knock those out, and you’d move on to the next projects. And the
problem with that is, of course, it doesn’t go very well with politics,
because some people, some of those 535 members, both the House
and the Senate, are going to go home empty handed. And Congress
doesn’t like doing that, normally.

Mr. CRAVAACK. Just—indulgence for just a second. Ms. Darcy, in
this board are politics part of this? Or is it prioritizing which
projects need to be done?

Ms. DARcY. No, it is prioritizing which projects need to be done.

Mr. CRAVAACK. OK. Then I strongly suggest we get this board
rolling.

Ms. DArcy. OK. Could I——

Mr. CRAVAACK. So

Ms. DARcY. Could I also correct—when you asked me about the
gas tax, I was thinking gasoline tax, as opposed to the diesel tax
that is on the——

Mr. CRAVAACK. Diesel? Oh.

Ms. DARcY. Right. And——

Mr. CRAVAACK. My fault.

Ms. DARcY. No, it is not your—I just had a different tax in my
head. But in answer to your question, I think some of the reasons
that the receipts are down is there has been lower traffic because
of the slowed economy, in addition to the fact that we have also
had some more efficient engines on our tugs. So, you know, that
can be another contributor.

Mr. GiBBs. Mr. Little, I think you wanted to respond, and I will
give you a chance.

Mr. LITTLE. Yes, Chairman Gibbs, and thank you. I just want to
make sure that the record is clear on a couple of things.

As this board—and I served as chairman on the users board for
2 years—my term has expired. So there are no current users board
members right now.

Mr. CRAVAACK. Right.

Mr. LITTLE. There are no members to talk to. There is not even
one member to talk to.

But part of the process we went through in developing this cap-
ital development plan was to look at all the work out there for in-
land waterways projects, and we went through a prioritization
process, very elaborate, established objective criteria, basically
looking at the condition of the project and the economic benefit.
And so, we did a ranking. It is not perfect, we’ve never said it was
perfect, but it was our good faith attempt to develop some kind of
rational objective prioritization, so that we could start to complete
these projects, one after one.

As you may well know, we do pay—the commercial users do now
pay a 20¢ a gallon fuel tax. We pay that now, it goes into the trust
fund. We have fixes, we think, to the broken model. And we believe
in it enough that we have said we are willing to see that tax in-
crease from 20¢ to about 26¢ or 29¢ a gallon if we fix all these
other things that need to be fixed. This plan was developed with
the Corps of Engineers professional staff and the industry, and it
is a good plan.

One final thing is—I think Secretary Darcy touched on it—dur-
ing the recession we saw revenues into the trust fund diminish, as
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you would expect. We are seeing the revenues increase a little bit
now, not so much because of the domestic economy, which still has
a tepid recovery going on, but we’re seeing some increase in traffic
due to exports: grain exports and coal exports. That is the thing
that is starting to kind of tip this thing in the positive direction a
little bit more.

Mr. CravaAacK. Thank you, Mr. Little. Appreciate that. And with
that, sir, I yield back the remainder

Mr. GiBBs. Thank you.

Mr. CRAVAACK [continuing]. Negative part of my time.

Mr. GiBBs. Mr. Lankford?

Mr. LANKFORD. Thank you, Mr. Chairman. Let me just kind of
jump in the conversation on a couple things.

Ms. Darcy, what is your best guess—I know you all have been
studying it, looking at some of the cost overruns and the expecta-
tions, the estimates coming in. You've got to have something in the
back of your mind when an estimate comes in at one level, it comes
up much higher. As you’re beginning the process of studying it,
what are the big rocks that are in that that you would see?

Ms. DARCY. Are you referring to Olmsted?

Mr. LANKFORD. Yes.

Ms. DARCY. Yes.

Mr. LANKFORD. Or just take any one of the projects.

Ms. DARcY. Oh.

Mr. LANKFORD. So—but if you want to take that one in par-
ticular——

Ms. DARcY. Well, Olmsted, I earlier said that we are reviewing
the increased cost estimates, and it would just be a guess to give
you a number, and I don’t want to do that.

Mr. LANKFORD. Not a guess of the number, a guess of why.

Ms. DARcY. I think probably a number of things. One was some
of the conditions in the river were different than what we had ini-
tially thought would be there. Again, some of the shell casings that
we have put in have been more expensive than we had originally
thought, as far as not only the time it takes to process—to produce
them, but also the time it takes to install them. Those are two of
the many reasons I think that we’re going to——

Mr. LANKFORD. Does the Corps currently—with some of the
projects that are ongoing, does the Corps currently work with—I
know—Ilet me back up and say this. I know you work with the peo-
ple that it affects. Obviously, all the different ports, all the dif-
ferent folks, and the people that are affected on that.

How are they engaged in setting priorities through the board on
these different individual—and I'm from Oklahoma, to give you
some clarity there, and so we have a great interest there in the
Port of Muskogee, Port of Catoosa, and others. How are those prior-
ities set?

And then, are they allowed to engage? Because obviously, those—
that port has great interest in seeing the projects done. The dredg-
ing the locks, they can cry out and they can complain, they can say,
“Mgve us higher on the list.” How can they get engaged in the proc-
ess?

Ms. Darcy. Well, I guess, from the—we have been engaged with
the users board, and that is one way. I'm not sure if—from Okla-
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homa, what region—who would have been appointed to the
board——

Mr. LANKFORD. Right.

Ms. DARCY [continuing]. To represent those interests. But that is
what the board was established to do, was to be able to represent
the interests of the

Mr. LANKFORD. But now, with the board not functioning at that
point, now how do they do that?

Ms. DARCY. At the moment there is no official board input. How-
ever, we have sought to continue the dialogue that the industry has
provided for us, in trying to establish a new revenue source.

Mr. LANKFORD. OK. Is there a way for the Corps to be able to
look at some of these projects—and let me give you—I'm going to
run a couple questions at a time around it.

One of them is—I have an impression, and it is only my guess
based on construction background and some things—if you run 1
project and do it fast and get it done, it seems to be cheaper than
running 20 projects, each of them taking 20 years apiece. Would
you say that is right or wrong on that? Just in a general sense.

Ms. DARrcy. I think generally that is correct.

Mr. LANKFORD. See, it goes back to Mr. Ellis’s comment that
every congressional district wants the work done in their district.
And so, to show progress, that we are working in your district,
we're going to start this year and we will end some time before the
sun burns out. And so it is this ongoing—it never seems to get
done, because there is not enough funding to complete projects.
There is enough funding to start projects and to be able to keep
them going.

Is there any interest in saying, “We're going to set this priority,
we’re going to run these priorities. But for you in this location, here
is the year your project is going to start, here is the year it is going
to stop and be complete”?

Ms. DARCY. One of the things we’re looking at doing in devel-
oping our budgets in the years ahead is to look for project comple-
tions. I mean as you say, you know, funding something to comple-
tion is more efficient. And that is, hopefully, the way we are going
to be able to—you know, you can’t complete everything, but that
is part of the priority in setting our budget goals.

Mr. LANKFORD. Right. But there has got to be some way to be
able to say, “We are doing fewer projects, but those projects we are
doing we are going to get finished, and yours is next in line,” and
as soon as this one is finishing, this one starts, here is the year
this one is going to be complete, and this is the year this is going
to take up, just to be cheaper in the process of doing that.

Mr. Toohey?

Mr. TooOHEY. The capital development plan that we developed in
cooperation with the Corps of Engineers lays out a schedule for
every project that we are aware of, when it will start, when it will
end, if our recommendations are adopted by this committee. And
it is available. We have it available for the committee. You can look
right in there and find those things that are of interest to the mem-
bers of the committee. But that is our recommendation to this com-
mittee.
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Mr. LANKFORD. Right. Because if I could say only one thing, it
would be it is not a matter of I want to see some dirt turning in
my district, it is I want to know when that is going to get solved.
Even if I can tell some people, “It is 3 years away, but here is the
day it is going to start, and here is the day it is going to be done,”
is dramatically different than saying, “You see that tractor out
there, parked? That is going to be doing something at some point.”

Mr. TooHEY. Yes, and this is our best thinking between the
Corps of Engineers and the commercial users of the system on
when we can accomplish those projects, and in what order, with a
funding level of $380 million a year. You know, we love the high-
way program, but we love it with envy, because they’re worried
about a $42 billion program versus $35 billion. We’re looking for
$170 million.
hMr.? LANKFORD. Right. Mr. Ellis, were you going to say some-
thing?

Mr. EvLis. Just really briefly, Congressman. I was just going to
add that it has to be looked at in the overall context of the Corps
portfolio. And so, just simply looking at the inland waterway sys-
tem and not looking at the overall Corps construction budget isn’t
going to be solving the problem, it is going to kind of pick one set
of winners. And so we certainly don’t support that.

The other thing I would just point out is that even though the
Inland Waterways Users Board, it is expired right now, it is not
the only body—I mean the Waterways Council exists to advise the
Corps and talk to them, just like the American Association of Port
Authorities does the same thing on the harbor program. There is
no harbor maintenance trust fund users board. And so I think that
there are certainly groups that can try to represent their views to
the Cdorps and to the Congress, absent the Inland Waterways Users
Board.

Mr. LANKFORD. OK, thank you. Thank you.

Mr. ToOHEY. But the users board, the intent of Congress laid out
in statute in 1986 is that there will be a consultive, consultative
process, and it is not happening, because we don’t have a board any
more.

Mr. GiBBS. And, Representative, that is my point. The law was
clear, there will be a water user inland board, and that is why I
asked Secretary Darcy earlier to give us the documentation, be-
cause my feeling is that the law is clear, and this is the Depart-
ment of Defense policy decision at the administration level, and I
have major concerns about that. And so I want that rectified.

I want to quickly just follow up on my line of questioning earlier,
and I want to start with Dr. Bray. We talked about project—
streamlining project delivery and I mentioned earlier how many
years it has been to do things now. And I understand the Upper
Mississippi is an example. They did a 15-year study, spent $75 mil-
lion. How long do we have to keep studying things? And, you know,
is that part of the problem?

Mr. BrAy. It is part of the problem. And it is not just the Upper
Mississippi. They spent about $70 million on the Missouri. I think
that—I think the Missouri River master water manual control
project has been looked at, I don’t know, three times, maybe four.
And they’re looking at it again.
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And I talked to a guy yesterday in the Corps of Engineers. And
in 2004 the National Academy of Sciences made their proposal.
And one of the things that came out of all that was small-scale im-
provements, small-scale improvements like switch boats, mooring
cells, which make the lockages go faster. They don’t give you any
redundancy, but they make everything better, in terms of time.
They haven’t even done that. I mean there has been no money for
that. So it is just been languishing for a period of time.

And I think maybe—there may be some movement now, but from
the best I can determine, you're right.

Mr. GiBBS. So we have a big bureaucracy doing a lot of studies,
%ifferent agencies—I assume the EPA and I don’t know who else,

ut

Mr. BrAY. I would assume so.

1]1.\/.[1; G1BBS. OK. Does anybody else want to follow up on—yes, Mr.
Ellis?

Mr. ELLis. Chairman Gibbs, I would just point out, though, on
the Upper Mississippi River, part of the reason why the study took
so long and costed so much was because in 2000 the Corps was
found to be cooking the books, that they had actually manipulated
the—a formula to justify the project. And the Army inspector gen-
eral went in, investigated that, and there was two generals and a
colonel that were reprimanded for their actions there, and certainly
delayed the process

Mr. GiBBs. I will just interrupt you. I don’t know if they cooked
the books in 2000, I'm not going to go back to 2000.

Mr. ELLIS. But an Army inspector general did say that. I mean
it is

Mr. GiBBs. That is not my concern. My concern is now I want
to see project delivery be reasonable and in budget. And——

Mr. EvLLIS. Agreed, sir. Yes, sir.

Mr. GiBBS. And I know we have some issues at Olmsted, and
that is why I went out there. And obviously, it is a major engineer-
ing challenge, and there is discussion. But I do know that we need
to get that project done, because it is taking most of the resources,
and we’re not getting other projects done that need to get done.

And we are—my fear is, and I think the Corps’ fear—interpreted
to me—that we are setting ourselves up for a major catastrophe,
failure that is going to—the American people will notice it when it
happens, and it is serious.

One last question I want to follow up a little bit. Mr. Little, the
users board—I think it was an 18-month study, you put your cap-
ital development plan together—and before I do that, before I for-
get, I also want to ask unanimous consent for the record to put in
the letter to Secretary Darcy from the Inland Waterways Users
Board, the response that you had. So no objections, we will order
that in.

[The information follows:]
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INLAND WATERWAYS USERS BOARD
Washington, D.C. 20314-1000 (CECW-P)

January 18, 2011

The Honorable Jo-Ellen Darcy

Assistant Secretary of the Army (Civil Works)
108 Army Pentagon

Washington, DC 20310

Dear Secretary Darcy:

We were surprised and extremely disappointed with the administration’s view
stated in your letter of December 23, 2010 to former Chairman James Oberstar
regarding the Inland Marine Transportation Systems (IMTS) Capital Projects Business
Maodel report. Many of the statements contained therein are breathtaking in their
disregard of the value that our system provides to the nation through both its
transportation and non-transportation uses and the need to address a broken project
delivery model that continues to waste billions of taxpayer dollars. Your letter seems to
disregard the “collaborative” process your agency proposed and actively participated in
that produced the jointly-developed report.

Moreover, we are deeply disturbed that you chose to communicate this position
to Mr, Oberstar, an outgoing congressman, the day before the 111™ Congress adjourned
sine die. Clearly, Mr. Oberstar had no opportunity to act on this information, and this

action suggests that the administration does not value the efforts or input of our

congressionally chartered board. We were not even copied on the letter.

A Faderal Advisory Committee Established by the Water Resources Development Act of 1986
{W0021545.1)
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Many of the deficiencies in the present business model were identified in the
Corp’s Selected Case Studies Report which was initiated in mid-2007 and presented to
the Inland Waterways Users Board (IWUB or Board) at meeting number 58 in the
summer of 2008, Those findings revealed a number of principal reasons that explain
the enormous cost escalation occurring in connection with lock and dam modernization
projects on the inland waterways systern, including delay-caused inflation, government
design changes, design omissions, inadequate cost estimates and differing site
conditions encountered during construction. The Corps agreed that these findings
highlighted the need for process improvements in engineering, construction and project
management. In addition, the Selected Case Studies concluded that “less than optimal
funding” accounted for nearly one-third of the cost growth for two large projects
(Lower Monongahela and Olmsted). As things stand today, if that one-third cost
growth alone had been prevented, almost $800 million would have been saved
compared to today’s estimated cost to complete just those two projects.

Recognizing these shortcomings and at the suggestion of Corps personnel, the
Corps and the inland waterway industry agreed to work together in undertaking an
extensive review in order to identify ways to improve the Corps’ project delivery
model. A team of approximately fifty key Corps and industry experts, known as the
Inland Marine Transportation Investment Strategy Team (IMTS Team or team), worked
for one and a half years in order to develop a long-term plan for addressing the critical
needs of inland waterways infrastructure. The names of those participants are attached.
The Corps even funded and directed the work of the consulting firm, Booz Allen

A Federal Advisory Committee Established by the Water Resources Development Act of 1986
{W0021545,1}
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Hamilto_n—, w};ich was responsible for drafting the team’s final report. Incredibly, your
letter to Mr. Oberstar would lead an uninformed reader to think that the IMTS’ plan was
developed solely by the Inland Waterways Users Board.

The IMTS Capital Projects Business Model report, as collaboratively developed
by the Corps-Industry team, represents a realistic consensus-based program of $380
million per year for new construction and major rehabilitation work on the inland
waterway system during the next 20 years. This $7.6 billion, twenty-year investment
strategy addresses the highest priority projects as determined by the objective criteria
weighting and decision principles developed by the Corps-Industry team.

Of course, you are very familiar with the IMTS plan and its benefits, having
personally attended both IWUB meeting number 62 in New Orleans, LA on December
15, 2009, and meeting number 63 in Springfield, VA on April 13, 2010. During both of
those meetings Corps personnel presented a detailed briefing to you and the Board
regarding the IMTS plan’s features and benefits. During the New Orleans meeting you
remarked that you were

“..really looking forward to this presentation today as well as how this

report can come fo fruition in the future”. You then went on to say,

“...what’s being shown here today as well as a way to lookforward is

the collaboration that's been taking place with this Board in order to get

to where you are today. So I look forward to the presentation of your

report and look forward to this being a model for how we will work

together and make this happen in the future. Thank you.”

A Fedaral Advisory Committee Established by the Water Resources Development Act of 1968
{W0021545.1}
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Four months later during the Springfield meeting you remarked:

“...the last time we met in New Orleans, and this time I'm hoping that
the results of this meeting—aeveryone’s been anticipating this report, and
1 think it’s going to be something that all of us can look toward I'd also
like to thank Mark and folks from the Corps who 've worked so hard on
having this report come forward, We anticipate some lively discussion
about it, both here and other places within Washington, and I think
that’s going to be a tribute to all of you here because you stepped up to a
challenge that everyone’s been talking about for a long time but nobody

really sort of took it on. So I congratulate you for that.”

Unfortunately, your recent reversal, as evidenced by your December 23 response
to former-Chairman Oberstar, now jeopardizes the collaborative work that you once
praised. Ironically, in our view, your actions now diminish the chances that the
Administration will be taken seriously as the new Congress begins to develop real-
world solutions to the obvious failures of our present system. In addition, your reversal
sends a resoundingly negative message to others who do business with the Cotps or
with other agencies of the federal government. They should be wary of devoting any
time and resources to anything characterized as a “collaborative effort”. Likewise,
professional Corps staff will have very little if any incentive to work with their non-
federal “partners” in developing meaningful systemic changes to current program
failures.

A Federal Advisory Committee Established by the Water Resources Development Act of 1086
{W0021545.1}
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Regrettably, we are left with two possible conclusions. The first is that you do
not adequately understand or appreciate the importance of the inland waterways system
to our nation’s economic competitiveness and well-being. The second is that the Corps-
Industry team’s recommendations did in fact reflect your earlier views but were
overridden by others in the Administration who are insulated from direct responsibility
for preserving our nation’s arteries of commerce. In either case, the future of our
nation’s economic competitiveness is threatened and serious doubt has been created
concerning your ability or willingness to operate in good faith and to lead during this
momentous time. Accordingly, we urge you to withdraw the positions set out in the
letter and reconsider the administration’s position. Despite President Obama’s promise
of a more transparent and collaborative federal government, based on this experience,

we are left with little more than a fuller understanding of why so many Americans

distrust their government.
Sincerely,
7. (v~
)ﬂ; ﬁ/ - Davad T. Muut-.
Chairman Vice-Chairman
Stephen D. Little Dantel T. Martin
President Senior Vice President & Chief
Crounse Corporation Commercial Officer
Paducah, Kentucky Ingramn Barge Company

Nashville, Tennessee

A Federal Advisory Committea Established by the Water Resources Development Act of 1986
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Participants to the inland Marine Transportation Investment Strategy Team

NAME ORGANIZATION

Timothy Black U.S. Army Corps of Engineers
Eric Braun U.S5. Army Corps of Engineers
Rick Calhoun Cargill Marine and Terminal,_inc.
Larry Daily Alter Barge Line, Inc.

Jehn Doyle Jones Walker

Anthony Dunams

Booz Allen Hamilton

Michael Ensch

U.S. Army Corps of Engineers

James Fisher

U.S. Amy Corps of Engineers

William W. Fuller U.S. Army Corps of Engineers
Sandy Gore U.8. Army Corps of Engineers
David Grier U.S. Army Corps of Engineers
Jorge Gutierrez U 8. Army Corps of Engineers
James Hannon U.S, Amy Corps of Engineers

William Harder

U.S. Army Corps of Engineers

Andy Harkness

U.S. Army Corps of Engineers

Mike Hennessey

Consol Energy

Stephen Hrabavsky U.8. Army Corps of Engineers
Jeanine Hoey U.S. Army Corps of Engineers
Keith D. Hofseth U.8. Army Corps of Engineers
John E. Hite U.S. Army Corps of Engineers

Michael Jacobs

U.S. Army Corps of Engineers

Gerald Jenkins

Ursa Farmer Cooperative

Steve Jones U.8. Army Corps of Engineers
Michael Kidby U.S. Army Corps of Engineers
Jerry Knapper Ingram Barge Company

Mark Knoy AEP River Operations LLC
Stephen Littie Crounse Corporation-

Gary Loew U8, Army Corps of Engineers
Cornel Martin Waterways Council Inc.
Daniel Martin Ingram Barge Company
Jeffrey McKee U.S. Army Corps of Engineers
Deane Orr Consol Energy

Michael Park U.S. Army Corps of Engineers
Timathy Parker Parker Towing

John Pigott Tidewater Barge Lines

Mark Pointon U.8. Army Corps of Engineers
Glenn Proffitt U.S. Army Corps of Engineers
Michael Ryan American Commercial Lines
Jose E. Sanchez U.S. Army Corps of Engineers
Mary Anne Schmid U.8. Army Corps of Engineers
Ty Thomas lan Inc.

Major General Boe Temple

U.S. Army Corps of Engineers

James Walker U.S. Amy Corps of Engineers

Wesley Walker U.8. Army Corps of Engineers

Royce Wilken American River Transportation Company
Matthew Woodruff Kirby Corporation

A Federal Advisory Committee Established by the Water Resources Development Act of 1836
{W0021545.1}




54

Mr. GiBBs. Mr. Little, can you give us a little synopsis of what
the feedback was from the administration, their disregard or not
supportive of the industry’s recommendations for the

Mr. LiTTLE. Right. Chairman Gibbs, after we had worked at the
Corps’ invitation for 18 months in developing this capital develop-
ment plan, we read the letter from Secretary Darcy to Congress-
man Oberstar, soon to be leaving Congress, Congressman Oberstar,
in which she laid out the administration’s views at that time.

We were disappointed that we had made this effort and worked
so hard in developing this plan at the Corps’ invitation to hear a
response like that, read a response like that. And it was contrary
to some of the positive things we were hearing from the Corps and
the administration about how what we were developing, they
thought, could be a model for how other programs could be re-
formed and made more efficient. So we were very shocked and dis-
appointed in it.

Mr. GiBBS. Ms. Darcy, I suppose you want to respond. Why
weren’t you and the administration supportive of the plan?

Ms. DaRrcy. I think a lot of the reasons are explained in the let-
ter to Chairman Oberstar. But overall, there was a great deal of
change in the cost sharing, a great deal of the payment would be
put back on the Federal taxpayer.

Mr. GiBBS. I'm curious. Why didn’t you respond directly to the
inland waters board? You responded to former Chairman Oberstar,
but you didn’t respond directly to the board, is that correct?

Ms. DARcY. Not in a letter, sir, no.

Mr. GiBBs. OK. So there was no written response from you to the
users board?

Ms. DARcY. No, sir.

Mr. GiBBs. OK. I've got one last question I will open up to the
panel. I think there was a lot of discussion today about the infra-
structure and that, but what’s the—anybody want to respond to
what the likelihood of a failure is, and what would be economic—
or just consequences, in general?

I don’t think you can answer the likelihood of a failure, but if
there is a failure what would be the consequences to the grain in-
dustry?

Mr. EBKE. Well, I think what we look at is the effect that
Katrina had on the system. And I think we had—at one point were
looking at doing some studies, and I don’t have those. If we have
those, I could certainly pass them forward. But I think Katrina
showed us that things, as far as the grain impact, significant bot-
tleneck, the railroads had to try to take the slack up, you know,
find a place for the grain to go, keep the system functioning. So it
was pretty dramatic.

Mr. GiBBS. I would like to follow up, I'm going to follow up to
the panel again with my question, to put a little bit more to it.

I know the President—I think it was in a State of the Union—
wants to double exports, I think, in 5 years. Couple with that fail-
ure. Do we have the capacity to be able to do that? So you can put
all that together in one whole question. Mr. Little?

Mr. ToOHEY. Well, one thing to be aware of, you know, all of the
fuel that goes into western Pennsylvania comes by waterway. It is
manufactured at Catlettsburg, Kentucky, shipped on the water-
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ways, 300,000 barrels of petroleum product a day. All of the fuel
that goes into the UPS package service system at Louisville, where
they take cargo and then move it on, totally dependent on the wa-
terways.

So, a failure of any of the locks between Catlettsburg, Kentucky,
and Louisville, or any of the locks between Catlettsburg, Kentucky,
and Pittsburgh will eliminate the opportunity to have petroleum
products in that region, because that is such a critical asset, such
a critical asset that in—during World War II, the Federal Govern-
ment came to Ashland Oil and said, “We want to build a secure
aviation facility if you will run it.” They did.

All of the fuel use in the aviation—the air campaign in Europe
was manufactured at Catlettsburg, Kentucky, and shipped down
the inland waterways. All of the classified programs, one of which
now you can talk about, SR-71, fuel manufactured at Catlettsburg,
Kentucky. Why? It was a secure, national defense facility. That is
why we recognize our national defense component of the water-
ways. There is no cost-sharing for that. That is a 100 percent Fed-
eral responsibility. That is not Mr. Little’s responsibility, or any
other carrier’s. Vital to the national defense.

But we don’t know that. We forget that. It is invisible today,
some of it for strategic reasons. But it is there for a purpose.

Mr. GiBBs. Mr. Little.

Mr. LITTLE. And, Chairman Gibbs, also to your first question, I
believe that the administration is looking at some of the impact to
perhaps catastrophic failure in certain places. We talked about
Olmsted.

There is another big project out there that is not getting funding,
and that is the Lower Monongahela project. It is 100 years old. And
I believe, based on what I have heard, that the administration is
looking at just the energy impact if there is a catastrophic failure
there, which will be a tremendous impact. So that is one area that
needs to be looked at, and we need to learn more about what
they’re finding there.

As to your question as to capacity, yes. If we can put more cargo
on the waterways, we have the infrastructure capacity out there to
move more products. And, of course, that is the most environ-
mentally friendly, safest mode of transportation, so we should be
looking to do that.

Mr. GiBBs. Mr. Ellis.

Mr. ELLiS. Yes, Chairman Gibbs, just replying to your initial
question about the impact. And obviously, a lot of it depends on
where it is. So, you know, if you look at Katrina, which impacted
New Orleans, which is basically the exit for all of our international
commerce coming down the Mississippi, it is going to have a huge
impact everywhere, all the way through the system.

If it is at the Monongahela, near the end of the Ohio system, it
is going to have a different impact. And certainly Mr. Toohey point-
ed out that there were the impacts, in that stretch—on the Ohio
River. So a lot of it is going to depend on where this actually hap-
pens.

I would also point out, though, on the Ohio, the vast majority of
the projects that are going on there are about—there already is a
1,200-foot lock, and there is a second lock, a 600-foot lock, that they
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are trying to make 1,200 feet. So it is 100 percent redundancy that
they’re trying to have there. So it is not like you still couldn’t get
through in many of these places, you know, unless there is a cata-
strophic failure across there.

And then, the only other thing I would point out about the cost
sharing and the Federal Government, you know, national security,
the Federal Government—by far, the biggest expense in the inland
waterway system is operations and maintenance. Right now, that
is 100 percent Federal. That isn’t cost-shared at all. And so, the
Federal Government is certainly well represented in providing its
cost share. And also, 50 percent of any of these projects are being
paid for by the Federal taxpayer.

So, I mean certainly there is other uses and other beneficiaries,
but that is being picked up through the taxpayer.

Mr. GiBBS. Mr. Bray.

Mr. BrAY. It is the Mississippi River that has no redundancy.

Mr. GiBBs. Pardon? Say again.

Mr. BRrAY. It is the Mississippi River who has no redundancy.
And failures of any of those projects, within certain driving dis-
tance of St. Louis—of course, the option is trucking. Many of those
farmer in that area don’t get rail service now because of the rail
Staggers Act. And the roads up there aren’t good, really, the sec-
ondary roads.

And so, that is one big impact you're going to see, is this shift
to more and more trucking. And that was one thing I was talking
to them about Lock and Dam 18. What did they think would hap-
pen if Lock and Dam 18 closed, because there are three big grain
shippers in that pool, and what would the farmers do? They’d prob-
ably truck on to St. Louis.

Mr. GiBBs. Yes.

Mr. BrAY. Go ahead.

Mr. GiBBs. Mr. Little.

Mr. LiTTLE. I just wanted to address the redundancy comment on
the Ohio River, because there are twin locks at many locations on
the Ohio River. In many places, that is a 1,200-foot chamber and
a 600-foot chamber. So at Markland Lock, which is in between Cin-
cinnati and Louisville on the Ohio River—in fact I just drove across
that lock on Monday and looked at it—there is work being done
now on the 1,200-foot chamber. So that chamber is closed. All the
traffic is going through the 600-foot chamber.

Annually, that passes about 58 million tons a year. The delays
there are averaging 33 hours. That work began in July and is not
scheduled to be completed until November. So, by my estimates,
kind of the back-of-the-envelope estimate, which 1 think is pretty
close, just to the industry I expect that cost to be over $40 million
in delay costs, which will eventually, one way or the other, get
passed on to the consumers.

Mr. GiBBs. I just want to, Secretary Darcy, follow up quick. It
is sad, just coming on in the Congress and seeing the $800 billion
or so stimulus spent, and you say $400 million of it was for the in-
frastructure, you’re going to supply me with a specific list of the
projects, so we know what’s going on—and then the President just
talked about—I think you said in your testimony he is going to
come in a week or so with more specifics, and—but he didn’t out-
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line any major investment expenditures into the inland water sys-
tem until just, basically, when we called this hearing, I believe.

So, could—you have any specifics you could tell us how—where
t}ile mo‘;ley is going to come from, or do you have any idea what the
plan is?

Ms. DARcCY. The plan that the President announced on Monday
is to have a user fee, in addition to the current diesel fuel tax. And,
as I said, the specifics are forthcoming, but it would be a users fee
that we hope would generate about $1 billion over 10 years.

Mr. GiBBs. OK. Is there any more? Go ahead, Representative.

Mrs. NAPOLITANO. Thank you, Mr. Chair. Ms. Darcy, can you tell
me—this is a little bit different, because I look at all things—the
annual cost to the taxpayer of the Inland Waterways Users Board,
and from which account does it come from?

Ms. DARcCY. It comes from our account. I would have to get back
to you. It is something like—$60,000 sticks in my head, but that
is just a guess. I would have to get you

Mrs. NAPOLITANO. For the board?

Ms. DARcY. For the board, correct.

Mrs. NAPOLITANO. My figure is $895,000.

Ms. DARcY. That—I would

Mrs. NAPOLITANO. A little different.

Ms. DARcY. It is a little different, and I just don’t know.

Mrs. NAPOLITANO. Right, I know. But that may be one of the
things we may want to look at——

Ms. DArcy. OK.

Mrs. NAPOLITANO [continuing]. To see which expenses can be re-
duced to be able to save the taxpayers some money.

Ms. DArcy. OK.

Mrs. NApoLITANO. Mr. Ellis?

Mr. ELLis. I was just asking, because we had looked at this. And
I believe in the Federal—in the fiscal year 2012 budget there was
$850,000 set aside, requested in the budget request for fiscal year
2012 for the Inland Waterways Users Board.

Mrs. NAPOLITANO. So it is quite a chunk of money.

Now, the other thing that is just really a comment, more than
anything, in many of the areas that I have served here in Con-
gress, we look at our—ignoring the basic tenements of infrastruc-
ture repair and maintenance, the O&M. Sometimes we put it on
the user, sometimes we put it on the private owners, whether it is
dams in other areas. But I believe that there is some discussion
and dialogue ongoing—and hopefully the President—I believe he
also mentioned it, to develop an infrastructure bank to be able to
assist those entities that are not able to fund their own, to be able
to borrow it, whether it is a low-interest rate, or whatever.

But I can tell you in my subcommittee the—in dams, rivers, in
canals and everything else that we have, I think we need to begin
to look at it. When you have water leaks, they use up more than
50 percent of the water, potable water. And we are running into
drought cycles throughout the United States. It is imperative we
begin to look at how do we help the communities face these things.
So, that is something else.

And, Mr. Chair, I have other questions that I will submit for the
record. Thank you very much.
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Mr. GiBBS. Thank you. I want to thank all the panelists for com-
ing. And I think it is quite evident we have a lot of work to do.
And make sure we enhance our inland water system, and I think
my personal prerogatives are really focused on projects that are
specifically important to moving commerce and growing our econ-
omy and creating jobs. And so I look forward to working with the
administration and the private sector to accomplish that. So that
concludes this hearing today. Thank you.

[Whereupon, at 12:12 p.m., the subcommittee was adjourned.]
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STATEMENT OF

THE HONORABLE JERRY F. COSTELLO
SUBCOMMITTEE ON WATER RESOURCES
HEARING ON “THE ECONOMIC IMPORTANCE AND FINANCIAL CHALLENGES OF RECAPITALIZING
THE NATION’S INLAND WATERWAYS TRANSPORTATION SYSTEM”
SEPTEMBER 20, 2011

» Mr, Chairman, thank you for holding today’s hearing to discuss the status and

proposed ‘modifications to the Infand Waterway’s Trust Fund.

» Our water infrastructure projects are in need of repair and passing a Water
Resources Development Act (WRDA) bill or a surface transportation bill with a
maritime component is exactly the kind of job creation legislation our economy

needs to get people back to work.

> Thave urged the President several times to make our locks and 'dams, levees,
and inland waterways a priority because these projects will have direct and
immedi'ate benefits.in the form of jobs and economic activity. Further, these
investments would also result in many additional long-term benefits for
economic competitiveness. Therefore, I was pleased President Obama included
inland waterways projects as a component of the American Jobs Act. The U.S.
Army Corps of Engineers estimates that for every $1 billion invested in

navigation and ecosystem restoration projects, 30,000 — 35,000 jobs are created.
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Lock upgrades to the Upper Mississippi and Iilinois Rivers alone would require

hundreds of construction jobs from skilled trades throughout the Midwest.

> We all agree that the there is a problem with the Inland Waterways Trust Fund;
I commenci the work of the Corps, fhe Inland Waterways User Board and other
stakeholders for coming together to develop a comprehensive plan, known as
the Inland Waterways Capital Development Plan. More thaﬁ 200 organizations
support fhié plan. I encourage my colleagues to consider including it orata
minimum use it as a basis for an ongoing discussion in the next WRDA or
infrastructure development proposal because it takes the necessary steps
forward to address the Trust Fund issue and will modernize our water

infrastructure system.

» 1look forward to hearing from our witness panel,
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Opening Statement of Congresswoman Eddie Bernice Johson
T&I Subcommiitee on Water Resources and Environment Hearing on:

“The Economic Importance and Financial Challenges of Recapitalizing the Nation’s Inland
Waterways Transportation System”

September 21, 2011

I would like to thank Chairman Gibbs and Ranking Member
Bishop for holding this hearing today regarding the economic
importance and financial challenges of recapitalizing our

nation’s inland waterways transportation system.

Considering that the nation’s inland waterways transportation
system is comprised of 25,000 miles of navigable waters with
nearly half of that managed by the Corps of Engineers, and the
nearly 630 tons of annual cargo that is moved on the fuel taxed
Inland Waterway System (IWS), it is important that Congress
and our committee review what improvements can be made and

what challenges lay ahead.
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Like much of the United State’s transportation infrastructure, the

navigational infrastructure of the Inland Waterway System is

mldsere joday,

54% of the Inland Waterway System Structures are more than

aging and in need of modernization. As

54 years old, 36% are over 70 years old.

In addition to the outdated structures of harbors, locks, and
dams, there are also the operational challenges of maintaining
channel depths, flood control, water ‘management, and water

supply that have fallen woefully behind the times.

The Inland WaterWay Trust Fund (IWTF) which supports these
structures and operations is funded by twenty cents per gallon
fuel tax on commercial operators in serious need of

SR S e
modernization. I appreciate all of /Kere today é@@are committed

to working toward that goal.

The future of our inland waterway transportation system is too
important for our economic future to be sunk by partisanship. As
the former Chairwoman of this subcommittee, I am hopeful we

can approach this issue in a bipartisan and responsible manner.
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Oral Testimony
Subcommittee on Water Resources and Environment Hearing

The Economic Importance and financial Challenges of Recapitalizing the Nation's Inland
Waterways Transportation System

September 21, 2011
Dr. Larry G. Bray

My name is Dr. Larry G. Bray. | am a Research Professor and Faculty member at University of
Tennessee’s Center for Transportation Research. I am retired from approximately 30 years of
service at the Tennessee Valley Authority (TVA) with most of time spent in water management.
T am the outgoing chairman of the Inland Waterway Committee of the Transportation Research
Board. During my years at TVA, I participated in navigation studies including the Chickamauga
Lock replacement project and the Kentucky Lock new main chamber project. I recently co-
authored a paper for the Nick J. Rahall Il Appalachian Transportation Institute entitled “Toward
A Full Accounting of the Beneficiaries of Navigable Waterways™ (Beneficiaries Paper) which I
think is relevant to this Hearing.

The U. S. navigable waterway system is vast and carties large amounts of cargo. During calendar
year 2008, all types of commercial barge transportation carried freight totaling 956.3 million
tons, of which the inland system tonnage totaled 588.5 million tons. In 2002 (the latest year
available) commercial barge transportation represented about 8.6 percent of total tonnage
shipped in the nation and about 11.0 percent as measured by ton miles. The value of barged
cargo can be conservatively estimated at $124 billion. It provides significant benefits to industry
and others that use the water in the navigation pools; however funding has not been sufficient to
adequately maintain, operate, and upgrade the aging system. For decades, operations and
maintenance (O&M) funding from the U.S. Treasury has declined in real terms, and funds for
new construction have been limited, due in part to the inadequacy of the 20 cent per gallon tax
levied on fuel consumed on fuel taxed waterways that has remained unchanged since 1995.

While failures of system components have not been frequent, failures are increasingly likely
because navigation locks have a designed life of roughly 50 years , and 57 percent of them are
now over this age. Some projects are in better shape than others. Take Lock and Dam 18 for
example. Located in Gladstone, Illinois, the project handled 24 million tons of traffic in 2007.
However, the dam is plagued by alkali silica reaction which causes the concrete to spall. The
dam is actually moving as can be seen the in warping of the rail tracks and hand rails. The
personnel platforms have been relocated due to the fear that they will detach from the dam and
spill workers into the river. At Chickamauga Lock and Dam on the Tennessee River above
Chattanooga, Tennessee, the problem is aggregate alkali reaction which also causes the concrete



64

to move. According to TVA engineers, the project has a finite life and will eventually need to be
closed. This could happen before the replacement lock is completed.

Let’s summarize the benefits to those who rely on the navigation channel.

1.1.1. Navigation Shipper Savings

In 2006 the Tennessee Valley Authority (TVA), on contract to the USACE, undertook a contract to
estimate the savings that accrued to shippers in the Ohio River Basin (ORB). TVA found that ORB
shippers saved $3.1 billion in 2006 for a selected sample of shipments. The shipping and receiving
companies included electric utilities, steel producers, chemical and petroleum companies, minerals
shippers, and many other barge transportation users. For the U.S., at an estimated $12 per ton shipper
savings value for the entire U.S. inland river system, a rough estimate of recent annual national
transportation shipper savings is $7.0 billion.!

1,1.2. Economic Impacts from Commercial Navigation

In the Ohio River System (ORS) the navigable channel contributes a present value of $497 billion in
sales to the nation and 80,000 in annual employment. This yields an annual impact of $20.5 billion.
The positive impacts are not confined to the Ohio River and tributaries. The navigable channel
generates benefits well beyond this boundary through regional trade and, particularly as power rates,
impacted by low cost transportation on the navigable streams, extend throughout each utility’s power
service area. The power system of these utilities is so vast that customers in over 829 counties benefit
from transportation on the navigable ORS.

1.1.3. Cooling Power Plants

Although not included in the ORS impact estimate, power plants on navigable rivers, in some
instances, enjoy water supply and temperature control advantages. Older steam electric power plants
typically use once-through cooling systems in the electric generation process.” Water is taken from
the river, passed through the plant’s cooling system, and returned to the river at a higher temperature.
If all of the power plants currently operating with OTC on the navigable river channels had to
convert to cooling towers, the cost over 50 years would be $22.4 billion.

1.1.4. Hydropower Capability

The Corps reports that 75 hydro plants and 350 generating units produce 21,000 MW of capacity,
representing 24% of total national hydropower generation. These units generate approximately 70
billion KWH of energy annually, enough to meet the electricity demands of 30 cities the size of

! This estimate was made by the study team’s member, Chris Dager, who estimated these values for the USACE
over the last 15 years.

% Gies, Erica, New York Times, May 17, 2010: Although fallen out of favor, 43% of U.S. thermoelectric generation
capacity is once-through cooling. This type of cooling is an inexpensive energy-efficient process that requires large
volumes of water from stable pools of sufficient depth.
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Seattle, Washington. This system generates over $4.0 billion in gross annual revenue.” TVA reports a
hydro power production of 14.0 billion kilowatt hours. The production data from non-federal dams
east of the Mississippi River is maintained by FERC and not published. Corps of Engineers hydro
power data omits this production and value.

1.1.5. Flood Damage Avoidance
In 2008, flood control benefits reported by the Corps of Engineers totaled $10 billion on all rivers but
the Tennessee; TVA reported as savings of $230 million on that river.®

1.1.6. Sewerage Treatment

Most of the system’s navigation dams and locks are very old, and thus most waste water treatment
plants located in these navigation pools were built with the expectation of a minimum nine foot deep
channel. Assuming that something happened to compromise these navigation channels, new channels
might be required from the main river to the water intakes which would be constructed at
considerable expense. Treatment cost would also rise due to increased turbidity which could affect

taste and odor.®

Lower water volumes require the costly removal of the so-called fertilizer components of the
processed liquid material. Absent existing navigation support structures, waterways operated for
other purposes would result in lower flow and require that chemicals such as ammonia, nitrogen, and
phosphorus be removed prior to water treatment plant discharge.”

1.1.7. Water Supply

Of the 72 federally owned locks and dams on the Ohio River system, 63 have pools with active water
intakes. In these navigation pools in the year 2008, there were 388 active intakes withdrawing water
for consumptive and non-consumptive use. The amount of water withdrawn was 23.3 billion gallons.
Water supply plants are designed and constructed to account for the minimum flows that existed
there at the time of construction.

Industrial water intakes could be compromised with a loss of navigable channel. Considerable
expense could be required to reposition intakes given a loss of the navigation channel, and it is

3U. 8. Army Corps of Engineers, Hydropower Business Line FY 2011 budget Brief for Ms. Jo-Ellen Darcy,
Assistant Secretary of the Army (Civil Works), 28 August 2009, Tennessee Valiey Authority 10-K Annual Report,
November 25, 2009.

* Mr. John Hunter, senior hydraulic engineer, U. S. Army Corps of Engineers and TVA River Scheduling Group,
“Flood Reduction Benefits™,

* TVA River Scheduling Group, 2007.

¢ Mr. Ted Tyree, Manager, Kuwahee Sewerage Treatment Plant, Knoxville, Tennessee, November 2, 2009

7 Ibid
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possible that certain industries would be forced to close or relocate given a lowered minimum depth
in the channel proximate to their water intake. Discharge permits could also be affected in such a

circumstance.

1.1.8. Property Values

Using equations developed at TVA, loss of the entire nine foot navigation channel in the Fort
Loudoun Reservoir alone could result in a loss of $1.12 billion in lake front property values. This
equates to 34 percent of the value of this property.

1.1.9. Congestion and Safety Impacts

In virtually every case, the fuel consumed and pollutants emitted through a barge-inclusive freight
routing compete favorably with fuel and emissions for competing modes and in the majority of cases,
commercial transportation is measurably superior. In terms of ton-miles per gallon, the three modes
rank as follows — barge: 525, rail: 424, and truck: 100. As a consequence, barge freight movement
often measurably benefits air quality.® At Emsworth, Dashields, and/or Montgomery locks ina
moderate traffic growth rate scenario, a 180-day closure duration results in societal costs (including
congestion and health costs) that begin at $3.43 per ton and reach $12.90 in the 51% year. In a higher
growth (1.6%) traffic scenario, however, the social cost of traffic diversion reaches $46.54 per ton,
reflecting the severe impact that greater highway congestion can cause.

1.2. Recreation

Last, let’s talk about recreation. It is not possible with current data to determine precisely how lack
of the navigation system would affect recreation nationally. What can be said, however, is that
382,523 recreation vessels passed thorough navigation locks in 2009. These vessels were processed
in 147,679 recreational lockages. This is often an enjoyable experience for recreation boaters, and the
Corps of Engineers allows these boaters access to the locks with no lockage fee. The deep navigation
channels provide an excellent venue for pleasure boats, some of which have a fairly deep draft.

Additionally, considering all Corps of Engineers recreational facilities, more than 372 million
person-trips across the nation occurred in 2006. In that year, visitors to these lakes spent $18 billion
on trip expenses and durable goods. Considering both these direct expenditures and the associated
indirect economic impacts, visitor spending supported more than 250,000 jobs and $16 billion in the
value added generated.

Again, thank you for the opportunity to appear here today.

® In small number cases the circuity of line-haul barge routes and / or fonger associated truck legs, produce outcomes
in which all-rail routings are more fuel efficient.

® . S. Army Corps of Engineers, Natural Resources Management Gateway, Institute for Water Resources.
Assuming that these recreational expenditures would have been made for alternative activities, they represent yet
another form of “regional” economic impacts.
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Introductory Comments and Summary

For more than a generation, I've studied and described the importance of commercial inland navigation
to the US economy. Today, by virtue of the Committee’s invitation, | again have an opportunity to
discuss this topic: My appearance here leaves me both humbled and energized. To those who have
helped bring me here, particularly Chairman Mica, Congressman Rahall, and Subcommittee Chairman
Gibbs, | offer my sincere thanks. Finally, to my Congressman, Representative limmy Duncan from
Tennessee’s Second District | wish to say thank you for the many years of leadership and service you've

provided East Tennessee.

This morning, | hope to make four points. First, at this very moment, inland barge transportation is
functioning as an essential element within our nation’s system of freight transport. The navigation
industry’s history is long and storied. Similarly, navigation’s potential value to forward-looking
commerce is important. However, neither topic should obscure the fact that, today in 2011, barge
transportation fills important freight mobility needs that would, otherwise, be costly or even impossible

to address.

Second, the capacity and flexibility afforded by inland barge transport /s important to the United States
as we look to the future. With regard to global commerce, inland navigation can safely connect interior
cities and regions to international markets, adding to the interior’s prosperity, while reducing the
congestion and environmental challenges faced by coastal regions. At the same time, available inland
navigation {much like truck-rail intermodal transport) can, everywhere, play an increasingly important
role in segregating the most disruptive freight movements from those passenger activities necessary to
personal mobility and livable communities.

Unfortunately, much of the infrastructure that currently sustains barge transport has aged beyond its
design life. It requires renewed federal investment if navigation is to continue its current role and be
available as an even more productive future resource. The monolithic nature of the locks, dams and
other required structures, the Herculean efforts of those who maintain them, and the geographic
isolation of most such facilities has hidden their deterioration from the public, but this lack of visibility
does not diminish the threat that chronic underinvestment now poses to the inland navigation system.

Larry G. Bray, Page 1.
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Finally, in an era of fiscal scrutiny, | wish to make clear that federal investments in transportation
infrastructures like those represented by the nation’s navigation system remain an economically
justified and theoretically sound form of government intervention into, otherwise, freely functioning
transportation markets. Assuming that the fiscal responsibility of reinvestment is appropriately
apportioned between o/l those who benefit — both directly and indirectly - from available inland
navigation, the federal government’s share of this responsibility will represent a prudent and equitable
expenditure of public funds.

The balance of my remarks expand on these four points.

Does Inland Commercial Navigation Play a Meaningful Role in Twenty-First
Century Freight Transportation?

The current economic value of inland barge transportation falls into four distinct categories {1) the
highly efficient and affordable movement of traditional bulk commodities such as coal, grain, stone-
based aggregates, metailic ores, and chemical products, (2) the vastly less expensive movement of
oversized and overweight shipments that cannot be moved by either truck or rail, {3) the competitive
influence that available commercial navigation has on the rates available to rail shippers, and {4) the
indirect benefits that navigation provides in terms of environmental outcomes and concurrent uses of
navigable infand waterways. | briefly discuss each of these in turn.

Moving Bulk Commodities

In a normal year on the inland waterway system between 500 and 700 million tons of bulk commodities
with a current approximate value of nearly $125 billion are moved an average of roughly 500 miles to
produce in excess of 300 billion ton-miles of freight transportation. Given that freight shippers choose
barge transport over other modal alternatives, it is safe to assume that every bit of this freight traffic
moves at a total supply-chain cost that is lower than what would, otherwise, be available.? Work that |
and many of my colleagues have done in conjunction with the US Army Corps of Engineers suggests an
average shipper savings of $12 per ton, so that barge shippers and their customers save more than $7
billion annually.?

The representative tonnage and distance figures reflect averages for the period 2005 -2009. The commodity value
figure is based on a 2002 US Army Corps of Engineers figure of $86 billion that was subsequently adjusted to 2010
dollars by use of the Producer Price Index’s aggregated producer commodity component.

%1t is often necessary to include more comprehensive inventory management costs along with actual
transportation charges in order to understand the transportation choices made by shippers.

The per-ton savings is based on an average of the savings computed for the upper Mississippi River {2007} and
the Chio River main stem {2010). The highly aggregated values obscure the sometimes dramatic shipper savings
yielded by available navigation. Indeed, in many cases, the cost of shipping by an alternative mode or modal
combination is sufficiently high to preciude any movement at al in the absence of barge.

Larry G. Bray, Page 2.
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While most residents don’t directly observe the shipper savings that inland barge transportation
produces, they enjoy the consequences of these savings in the form of lower product or service prices.
For example, a recent University of Tennessee study of coal traffic on the Ohio River and its tributaries
suggests that electricity users within the region save millions annually on electricity purchases by virtue
of barge transport. When this savings is extended to reflect its overall economic impact on the region,
the UT study estimates that the barge movement of coal and correspondingly lower electricity rates is
responsible for more than 75 thousand jobs and over $2 bilfion in annual incomes within the region.*

Oversized Shipments

Intand barge transportation is also a valuable means of moving overweight or over-dimensioned
shipments. Example include massive generators used in both steam-powered and nuclear generating
facilities, extremely large bridge components, rocket engine boosters and other aerospace components,
windmill blades and turbines, and uncategorized military equipment.5 In some cases, there are no
feasible alternatives to inland navigation, so that the location of activities is wholly predicated on
available barge transport. In other cases, modal alternatives, while physically feasible, involve the
construction {or reconstruction) of roadway and railroad facilities at tremendous cost for whatis oftena
one-time use. In either case, it is difficult to assign a dollar value on the availability of navigation: Hence,
the true value of these inland barge movements is obscured, seldom counted, and almost never
incorporated into the benefit-cost calculations used to evaluate infrastructure construction and

maintenance costs.

Competitive Influence for Railroad Freight Movements

Not everything that can move on the inland waterway system does so. However, there is overwhelming
evidence that even when railroad carriers retain traffic that could move by barge, they do so only by
competing with the available barge rate(s). Thus, the railroad prices observed as result of this navigation
influence are typically referred to as “water-compelled” rail rates. Estimates across various regions
where navigation is available suggest that these competitively enforced transportation rates yield
shipper savings of several billion dollars annually.®

There are a number of interesting aspects related to the competitive relationship between rail and
barge. First, federal transportation policy is aimed at assuring effective competition among largely
deregulated freight transportation providers. Thus, in an environment where railroad competition isa
perennial concern, available navigation dampens the arguments of those who advocate renewed
railroad rate oversight. Also, the degree to which railroads are sensitive to a water alternative provides a
good gage of available railroad capacity. In the early post-deregulation period, when ample railroad

4

Bray, Larry G. and C. Michael Murphree, “An Evaluation of the Potential for Commercial Navigation to
Additionally Contribute to Freight Transportation in the Tennessee River Basin," Tennessee Department of
Transportation and the Nashville District of the US Army Corps of Engineers, January 2011.

® Recent examples of over-dimensional shipments include a six-barge movement of a complete {but disassembled)
from its manufacturing location in Korea to a destination near Sioux City, lowa via the Mississippi and Missouri
Rivers or the 2009 movement of wind turbine assembiies and towers from their manufacturing locations in China

and the Netherlands.

S See, for example, Burton, Mark L., “Rail Rates and the Availability of Barge Transportation: The Missouri River
Basin,” U.S. Army Corps of Engineers, Omaha, Nebraska, 1996.
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capacity was available, rail carriers were very sensitive to available navigation in the prices they charged.
However, as rail traffic continued to grow through the mid 1990s and railroad capacity became scarce,
available rail rates became far less responsive to a barge alternative.”

Avoiding Negative Externalities and Securing Benefits to Other Waterway Users

Most goods and services are produced and consumed so that only those involved are affected. This is
“not true of transportation. The production of freight transport necessarily involves traversing space —
space that is routinely occupied by thousands of people who have no direct connection to the freight or
its movemnent except for their proximity. These people are “external” to the transaction that produced
the freight movement and any negative outcomes they suffer are called “negative externalities”. Freight
produces many of these — diminished air quality, roadway congestion and delay, noise pollution, and
increased exposure to hazardous materials. However, across transport modes and externality
categories, commercial navigation is the least offensive. With the exception of recreational waterway
users, very few people are ever close to barge transportation. Railroads are more intrusive and motor

carriage is much more so.

The reduced incidence of negative externalities is a tangible benefit of commercial navigation that is
easily recognized, but seldom counted within decision-making processes. Ostensibly, this is because of
the uncertainties involved in accounting for the value of reduced exposure to unpleasant outcomes. it is,
in fact, a difficult area in which to assign reliable numbers. Still, to ignore the environmental or other
quality of life improvements associated with a greater reliance on inland transport also assures getting
the wrong policy answer.? 1, along with many of my colleagues, have worked for more than a decade to
remedy this problem, but have achieved only modest progress.

The final source of economic value attributable to commercial navigation on the inland waterways is
one which we have only recently begun to treat empirically. Waterways that support commercial
navigation also support a number of other uses that include hydro-electric power generation, cooling for
other means of electricity generation, municipal and industrial water supply, personal recreation, crop
irrigation, and regional flood control. Almost without exception, these other uses are enhanced by the
maintenance of a navigation channel and the operation of the structures that support it.

Historically, these “other beneficiaries” have, more often than not, been asked to pay fees as a result of
their waterway use. However, very little has ever been done to quantify the magnitude of benefits they
enjoy or to ensure that fee payments at least cover the system costs that are incremental to their
codependence on the maintenance of predictable channel depths or rates of flows.® To date, only
navigation users have been asked to demonstrate that their economic contributions are aligned with

system expenditures.

7 See Burton, Mark L., and Wesley W. Wilson, “Network Pricing: Service Differentials, Scale Economies, and
Vertical Exclusion in Railroad Markets,” Journal of Transport Economics and Policy, May 2006.

® See, “Surface Freight Transportation: A Comparison of the Costs of Road, Rail, and Waterways Freight Shipments
That Are Not Passed on to Consumers,” US Government Accountability Office, January 2011,

*Ina purely economic setting, payments that are less than any associated incremental cost would constitute a
cross-subsidy by other users whose contributions meet or exceed this minimai threshold,

Larry G. Bray, Page 4.
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Summarizing the Current Economic Value of Inland Waterway Commerce

The use of inland waterways to support freight transportation saves shippers {and their customers)
billions of dollars annually. Moreover, in some cases, the freight that moves by water cannot be moved
any other way. In these cases, the value of available barge transportation is literally incalculable. Beyond
these seemingly obvious benefits, inland navigation also provides competition that helps discipline
railroad pricing. This, in turn, diminishes the need for federal railroad oversight. Next, increased reliance
on barge transportation reduces the incidence of most negative externalities, thereby, providing
uncounted benefits to populations that are exposed to fewer of the “bads” cormmonly associated with
moving freight. Finally, maintaining a navigable waterway channel makes waterways more useful for
other purposes. Many, perhaps even most, of these other beneficiaries do pay for this benefit, but their
required contributions would almost certainly increase in the absence of waterborne commerce.

Could Expanded Railroad Service Eliminate the Need for Commercial
Navigation?

Transportation industry pundits freely use the word “renaissance” to describe the railroad industry
changes that have occurred since its deregulation in 1980. From the mid 1980s through the early years
of the current century real railroad costs per ton-mile of freight service fell steadily and, in most cases,
the rates charged to shippers mirrored cost reductions. During the same period railroads consolidated
operations and rationalized networks, trimming thousands of route-miles, while simultaneously
investing billions of dollars in the trackage they retained. Unquestionably, in 2011, both the fiscal and
physical state of the railroad industry is vastly improved over what existed less than 30 years ago.

t would suggest, however, that in spite of these improvements {or perhaps, because of them), today’s
freight railroads are neither prepared for nor probably desirous of the traffic moved on the nation’s
inland waterway system. Several factors support this conclusion. First, many of the largest shippers of
bulk commodities — both coal and stone - are at locations that are not (and cannot be) rail-served. For
these shippers, the loss of waterborne commerce would simply mean shutdown. In numerous other
cases, a switch from barge to rail would require extensive capital investments to create the necessary
raitroad connections and on-ground storage areas.

Next, there is the issue of both equipment and line-haul track capacity. A wholesale diversion of
waterway traffic to the nation’s rail network would require roughly 100 thousand additional railroad
freight cars and 2,500 additional tocomaotives.™® it would also increase total annual railroad tonnage by
roughly 33 percent.™ The additional traffic could be readily absorbed on some route segments. On
others, however, it would require substantial capacity expansions through the addition of mainline
tracks, passing sidings, and signal upgrades. There is no reason to expect that the railroad industry could
not accomplish these increases. However, given its self-proclaimed limited ability to raise capital funds,
there is no guarantee that this could be done without outside {federal) assistance.

% These are representative calculations based on 96 tons of freight per loaded car, five-day freight car cycle times,
2.5 6,000 hp. locomotives per train set.

** This calculation is based on average annual barge traffic of 600 million tons and 1.8 bittion tons of annual raifroad
traffic {Association of American Railroads).
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Additionally, commercial navigation moves a significant amount of tonnage that railroads do not want
or simply cannot accommodate. Over the past decade, Class | carriers, lead by CSX, have actively worked
to shed their most hazardous chemical traffic, contending that the costs associated with this traffic are
simply unrecoverable under anything like current rate structures. The same is also true of less perilous,
but equally troublescme cargoes such as salt and asphalt. Finally, the weight and/or dimensions of a
small number of waterborne shipments simply exceed anything that can be reasonably moved by any
other freight mode — including rail. Again, without the waterway the shipments would simply disappear.

Setting aside all of these considerations, the fact remains that current inland navigation tonnages are on
the waterway system based on the preferences of shippers, presumably because waterborne carriage
reduces achievable costs. Thus, any forced substitution of railroad transport, where feasible, would, ata
minimum; increase costs and diminish the competitiveness of the affected shippers.

Looking Forward, Is There a Meaningful Role for Commercial inland Navigation
in American Commerce?

Many of the facilities that provide for today’s infand waterway commerce were designed and built a full
generation before diesel power was available for either river vessels or railroad locomotives. indeed,
one of the. most daunting challenges in planning for future freight mobility is the extreme longevity of
the required structural assets. Today’s waterway planners typically work with a 50 year planning
horizon. Hence, seeing into the future with as much clarity as possible is required to forecast traffic
volumes, alternative transportation costs, and operating conditions. These forecasted values combine to
form the project benefits and costs that are used to establish project viability.

Fortunately, within the current context, | can speak more generally about a future that | consider largely
unknowable. Armed with this latitude, | focus on a handful of observable trends that seem likely to
continue and which have an immediate bearing on the future value of inland navigation in the United
States. These include (1) relative stability in the future bulk commodity flows that are the base for
today’s waterway traffic, (2) increasing and ever more volatile petroleum prices, (3) a continued growth
in global trade, and {4) continued increases in environmental standards and the preference given to
livable communities, As with earlier material, | briefly discuss each of these factors in turn.

Bulk Commodities, Manufactured Goods, and Future Waterway Traffic Demands

The most basic components of inland navigation traffic are dry-butk commodities like coal, grain, stone-
based aggregates, raw fertilizers, metallic ores, and Portland cement. This traffic is rounded out by a
relatively small set of manufactured commodities that includes a variety of chemical and petroleum
products, intermediate and finished steel products, and animal feeds.

Unlike many more highly valued goods, the demands for the basic industrial and agricultural products
have had a strong international component for more many generations. Thus, prediction of the demand
for their domestic transport has long been influenced by global trends in production and consumption.
Stepping away from the immediately observable impacts of sometimes pronounced disruptions, the
basic international demographic and economic patterns that govern the availability and demand for
these goods change very slowly. Thus, when we strip away the fantastic and the short-lived, the
fundamental conditions that sustain the demand for inland barge transport within the US are uniikely to
change significantly, even over a very long time horizon.

Larry G. Bray, Page 6.
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Future Fuel Prices and the Demand for Inland Navigation Capacity

Fuel is basic and in the short-run fuel markets can fluctuate a great deal. Still, in the current context, itis
the long-run pattern of fuel availability and pricing that matters most. Forecasts for petroleum prices
vary widely, with the severity. of projected increases or degree of relative price stability generally
correlated to the politics of the forecast-issuing organization. The US Department of Energy’s Energy
Information Administration provides three long-range price forecasts — a mid-range prediction bounded
by high and low forecasted values. The mid-range forecast suggests an increase in inflation-adjusted
petroleum prices from $60 per barrel to $130 per barrel (117 percent) between the time of the forecast
{2007) and the out-year {2030). A moving average of monthly prices observed over the four years since
the forecasts’ release depicts a trend that is slightly above the mid-range forecast, but well-betow the
“worst case” projections. In addition to underlying a predicted upward trend in petroleum prices, actual
prices observed over the past decade also suggest increased petroleum price volatility. There are a
number of available explanations for this volatility, but the most likely seems to lie in a lack of excess
production capacity among OPEC members which, in turn, has limited the cartel’s ability to dampen
rapid spikes in worldwide crude oil prices.

At the simplest level, escalating fuel prices favor inland navigation over other freight modes. The per-
ton-mile rate of fuel consumption of waterway vessels is generally lower than a similar figure for
railroad locomotives and several times less than the corresponding rate for trucks. This said, a number
of factors partially mitigate navigation’s advantage in this area.”? Even so, this advantage seems likely to

persist for the foreseeable future.

Continued Growth in the Domestic Importance of Global Trade

As a young economist studying at the University of Tennessee, | recall a time when the percentage of US
GDP tied to international trade was less than 10 percent. The latest data suggest a corresponding figure
for 2010 of approximately 30 percent and the share of US economic activity tied to global markets is
projected to reach as high as 50 percent by the current century’s midpoint. A number in my profession
have eloquently recounted the sequence of events that is producing the steady growth in international
commerce. However, virtually every author includes substantial reductions in global transportation

costs as a key factor.”

In the US, as elsewhere throughout the world, the growth in international trade has lead to observabie
changes in land-side commodity flows and lane-specific freight volumes, as increasingly large volumes of
traffic move longer distances to and from deep draft ports. However, unlike other parts of the world
{China, Europe, and Brazil}, globally-induced traffic growth on US inland waterways has been
constrained primarily to bulk commodities. in the US the containerized movement of finished goods and
semi-finished products is almost exclusively by rail and truck.

2The primary factor has been the railroad industry’s rapid compliance with federally mandated fuel efficiency
standards — standards that have demanded greater fuel economy improvements for locomotives than similar
requirements for marine engines.

3 Other often cited factors include the opening of the Chinese and former Soviet economies to internationat trade
and the rapid growth in communications capabilities that allows the nearly instantaneous and precise
management of product inventories across great distances.
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There are numerous reasons that explain the absence of container shipping on US waterways. These
include the traditional dominance of container routes to and from the west coast, the early capacity of
US railroads to immediately absorb the growth of containerized traffic and the relatively slow transit
times provided by inland barge transportation. The pressing question is whether these short-run factors
will continue over the long-run or whether gradual adjustment will eventually draw US inland shipping
into the arena in which international containers are moved.

To some extent, these underlying factors have already begun to change. Traditional West Coast-
inclusive container movements will remain important, but ongoing improvements to the Panama Canal
have lead to generally accepted predictions that future container traffic growth wili favor East Coast and
Gulf Coast ports. Moreover, a significant share of this growth may involve north-south traffic between
US Gulf coast ports, interior US locations and origins and destinations in both Canada and Mexico.**
Also, the excess rail network capacity evident in the 1980s and early 1990s has largely evaporated. US
Class | railroads continue to add intermodal capacity as fast as available financing will allow, but there is
concern that a rebounding economy and resulting resumption of intermodal traffic growth will absorb
nearly all newly-created capacity within a short period of time.

The factor that has yet to be addressed is the relatively slow transit times available on the US inland
navigation system. in the US, attempts to move international containers over water-inclusive infand
routes have relied on traditional deck barges and towing operations. in other world quarters,
waterborne inland container shipments are aboard dedicated vessels that mirror their larger ocean-
going counterparts. These vessels are able to achieve measurably faster transit times between inland
ports. While discussions of such vessels abound in the US, neither private nor public entities have, so far,
been willing to undertake the necessary investment.

Environmental Constraints and “Livable” Communities

Proponents contend that restricting commercial and industrial activity in favor of personal mobility,
green spaces, and other environmental outcomes results in “livable” communities. Opponents of such
practices refer to them as “gentrification” and warn that they will lead to economic hardships for the
regions that embrace them. { have no particular opinion on the issue except to observe that the
proponents of fivable communities seem to be winning — particularly in the coastal regions that continue
to see the greatest levels of population growth.

From a freight perspective, the inherent conflict is obvious. Global trade growth demands increased
deep draft port capacity and growing coastal populations require increasing quantities of consumer
goods. On the other hand, livable community standards restrict port growth and very often limit local
freight operations in ways that inhibit freight’s movement. The response has been a trend toward
relocating freight activities inland, away from metro centers. Clearly, this doesn’t eliminate the need for
port access, but it can reduce the required footprint of port-related distribution activities. In this way,
the impacts of freight on local metropolitan communities are minimized."

* Mexico and Canada afready rank among the top US trading partners.

' This pattern of land-use has already been widely adopted by the railroad industry which is rapidly abandoning
traditional intermodal facilities located in city centers in favor of more distant sites where space is abundant and
only metro-related traffic is subjected to urban roadway congestion.
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From the standpoint of inland commercial navigation, this pattern of traffic diversions holds
opportunities for traffic growth. Vessel-to-vessel transfers can be affected without the need for land-
side facilities and the corresponding port-side land use. Moreover, these transfers preserve the integrity
of cargoes by isolating them from exposure to security threats. For inland communities, with greater
quantities of developable property and fewer land-use concerns, the capture of trade-related freight
activities can often spur much needed economic development.*®In short, everybody wins.

Finally, while community livability and environmental concerns may be more pronounced in coastal
areas, the same basic pattern of land-use preferences is emerging in many inland metropolitan areas.
And similarly, where commercial navigation is available, it is often possible to relocate some amount of
heavy industrial freight traffic away from metro centers to more receptive communities with the effect
of improving conditions for both. in my home state of Tennessee, we recently completed a detailed
analysis that suggests relocating certain waterborne freight traffic from its current location on the
Cumberland River within metropolitan Nashville to a proposed location approximately 40 miles to the
north would reduce localized traffic congestion in Nashville, improve the efficiency (reducing cost) of
product distribution, and provide an economic boost to the alternative destination community.”’

Future Demands for Inland Commercial Navigation — A Summary

Currently, most barge traffic consists of bulk commodity movements of coal, grain, aggregates, metallic
ores, and chemicals. While this traffic is subject to both domestic and international cyclical variations in
volumes, there is no immediate reason to expect any lasting change in the demands for the movement

of these products on the inland waterway system. Thus, from a planning perspective, the most relevant
question is whether or not we may reasonably expect other economic changes that will measurably add
new waterborne traffic to the existing mix.

There is no single, heavily-weighted factor that demands an answer of “yes” to this question. On the
other hand, there are numerous (albeit less powerful, indications) that the potential for waterway traffic
growth cannot be readily dismissed. Likely fuel price increases and price volatility, while certainly
uninvited, probably favor the use of barge transports over other modes. Similarly, increases in
international commerce — particularly over US Gulf ports — also point to an increased role for navigation.
Even the use of inland navigation for the movement of international containers, while by no means
eminent, may be feasible under conceivable economic conditions. Finally, land-use patterns that push
freight away from metropolitan areas could lead to additional traffic if navigation is available.

8 £or a contrast in Jocal attitudes, survey the popular responses to proposed port developments in Savannah and
Charleston to a similar proposal for new port-refated developments in Jasper County, South Carolina, immediately
north of Savannah.

7 see, “An Evaluation of the Potential for Commercial Navigation to Additionally Contribute to Freight
Transportation in the Tennessee River Basin,” Center for Transportation Research, The University of Tennessee,
February 2011.

Larry G. Bray, Page 9.
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Has Aging Infrastructure Left US Inland Navigation at a Crossroads?

While my years of study have rewarded me with both a familiarity and a fondness for commercial
navigation, | am an analyst not an advocate. Accordingly, 'm inclined to address questions surrounding
industry’s future value and viability with available reason rather than rhetoric. This motivates a number
of questions. The first of these is whether or not inland navigation is now and will continue to be
important to the vitality of the US economy. | am convinced the answer to this question is “yes” for both
now and foreseeable years to come. The next questions deal with the current system’s state of repair,
the need for reinvestment, and the likely consequences if this investment is not forthcoming.

in my introductory remarks, | observed that many of the physical facilities that support commercial
navigation are well beyond their design-lives. In spite of this fact very few facilities have experienced
actual failures. This is the result of careful monitoring and maintenance. However, this necessary
vigilance imposes additional costs on both users and the federal government that could be avoided if
assets were replaced in a timely way. More importantly neglect sows the seeds of uncertainty among
users. Facility failures are unlikely to compromise the navigation system’s overall viability, but
uncertainty might.

The severely degraded condition of many locks and dams sends a powerful signal to both current and
would-be users ~ a signal that future availability is far from assured. This signal causes uncertainty.
Uncertainty slows private investment in waterway terminal facilities and other assets. Shippers, who
can, investigate their alternatives.”® Those who have no alternative must decide whether to risk further
waterway-related investment in the face of uncertain future access or simply make do with the facilities
they already have in place. In this way, the failure to adequately invest in public infrastructure or even
prolonged periods of indecision can induce the quiet collapse of system use.™ Those who doubt the
impact of user expectations on subsequent traffic volumes need only look to the Missouri River basin for
a powerful example.” If national transportation policy includes commercial inland navigation going
forward, then significant system investments must be planned and plans must be executed sooner
rather than later. :

it is similarly risky to reduce the system to its core components by ending support for tributary
navigation. Obviously, it is impossible to make commercial navigation equally available in all quarters,
but eliminating access at any location reduces the value of the overall system for remaining network
users and should be done only after careful thought. This situation is analogous to telephone service.
Your phone is valuable to you, because you can call {or be called by) a large number of other telephone
subscribers. If some act suddenly ended all service to Cincinnati, your telephone would be less valuable

'8 Alternatives include adapting their shipping practices to make use of modal alternatives or relocating to an
alternative waterway site where continued navigation access seems more certain.

* Each time a waterway segment is closed to navigation, remaining users are connected to fewer origin-
destination pairs. For this reason the value of the system to remaining users is diminished. Economists refer to this
phenomenon as a “network externality”.

* 1 the case of the Missouri River, user expectations regarding the likely adoption of a split navigation season

stemmed private investment in dock and other terminal facilities. Ultimately, the uncertainty resulted in marked
traffic reductions. Finally, the lost traffic was used to justify the split season’s actual implementation.

Larry G. Bray, Page 10.
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to you even if you currently don’t know a soul who lives or does business there. Tributary origins and
destinations represent potential value for shippers on main-stem waterway segments even if their
current shipping practices do not include them.

Finally, we can only hope the decision-making process regarding renewed inland navigation investment
adequately reflects the wildly asymmetric penalties associated with making the wrong decision. If we
decide to renew the inland waterway’s capacity and it proves to be unneeded, we will have, at least
partially, misspent a considerable sum of money. Alternatively, if we forego waterway investments that
later prove to have been in the public’s best interest, we may well have created a harm that cannot be
fixed. Technically, navigation capacity, once lost, could probably be restored, but the resources
necessary for this restoration would be remarkably large. This sort of potential punishment is not simply
hypothetical outcome. It is, instead, a scenario that was played out countless times within the railroad
industry during the latter half of the Twentieth Century. If you ask the currently retiring generation of
railroaders about regrets, wrongly-abandoned routes that can never be restored will top many lists.

Does Economic Theory Support a Federal Role in the Creation of Renewed
Inland Navigation Capacity and, if So, What is the Proper Course?

Even after decades of mergers, it is still common to find two or more competing railroads running side-
by-side. Moreover, even when one rail route is not visible from the tracks of another, there is generaily
railroad competition. Literally hundreds of thousands of US city pairs are linked by two, three, four, or
five different rail carriers or rail carrier combinations. If there is any lack of competition at all it is
generally over the last few miles over which railroad customers connect to the greater railroad network.
This is not true of the inland navigation system. With only few exceptions there are not duplicate
waterway network links. In most cases, there is only one waterway route between any origin-
destination pair and little or no opportunity to create competing routes. Within economics, this
outcome is referred to as a natural monopoly.>* Unimpeded, any single firm that controlled the
waterway network {or any of its component parts) could impose monopoly prices. Again, competition,
through the development of a competing navigation network is impossible. Thus, the federal
government is faced with only two choices, it could lease control of the inland navigation system to one
or more franchise holders and carefully regulate their activities (pricing, network access, service levels,
etc.) or it must retain control of the system and operate it equitably to the benefit of all waterway users.
We have very wisely chosen the latter course.

The efficient federal control of the inland waterway network imposes obligations on government
planners and decision makers that are relatively easy to describe. They must design a network sufficient
in extent and capacity to ensure that any further expansion would impose incremental costs that are
greater than corresponding additional benefits. The cost of actually constructing, operating, and
maintaining the resulting system must then be recovered through fees charged to those who benefit
from the waterway’s use. Fees faced by each group of users should (at least) reflect any costs that are
directly incremental to that group’s use.”

 strictly speaking a natural monopoly exists when a single provider can satisfy market demand at lower unit costs
than any combination of two or more providers.

2 Technically, the user fees for each group should also be less than the “stand-alone” cost of building the system
exclusively for that group’s problem. Practically, however, this is not a consideration.

Larry G. Bray, Page 11.
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I've chosen these words very carefully so that they conform to my discipline’s practice. However,
simpler language can convey similar notions without a catastrophic loss of precision. The inland
navigation system need not be the biggest, most extensive system possible. Instead, it should be built
out to the point where further investment seems silly. If our children don’t understand this concept, our
parents surely did. Building, operating, and maintaining such a system requires money. Thus, those who
benefit must be made to “contribute” toward this end. Differences in who pays which share of the bill
depend on whether or not it’s possible to assign specific costs to distinct subsets of users — if you cause
us to buy it and we can demonstrate that connection, then you pay for it.

The implications of this common sense (or if you prefer, theoretically sound} prescription for renewed
investment in inland waterway capacity are simple. If, as some maintain, the only groups to benefit from
the required investment are waterborne carriers and their customers, then the full burden of new
investment should rest with them. Alternatively, if you conclude as | have, that a much broader set of
Americans will benefit from this assured navigation capacity, then the burden must be spread equitably
across this broader array of beneficiaries.

Larry G. Bray, Page 12.
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Mr. Chairman and distinguished members of the Subcommittee, thank you for the
opportunity to testify on the economic importance and financial challenges of recapitalizing
the Nation’s infand waterways.

OVERVIEW

The Army Corps of Engineers is committed to facilitating commercial navigation by providing
support for safe, reliable, highly cost-effective, and environmentally sustainabie inland
waterborne transportation systems. To this end, the Corps constructs and rehabilitates the
locks, dams, channels, and other project features that enable vessels to transport
commercial cargo along about 12,000 miles of inland waterways, including 237 operable
lock chambers at 191 active sites, The Corps also operates and maintains these 12,000
miles of developed waterways, using methods such as maintenance dredging of navigation
channels and some harbors and regulating water levels in some cases.

ECONOMIC IMPORTANCE

Inland navigation contributes to our nation’s economy, and is a factor in some state and
local government economic development and job creation efforts. Inland waterways directly
serve 38 states in the nation’s heartland, the Atlantic seaboard, the Guif Coast and the
Pacific Northwest. Shippers in these states use the inland waterways to move a total of over
800 million tons of cargo annually. Some of the inland waterways, such as the Mississippi
and Ohio Rivers and the lllinois Waterway, support a high level of commercial traffic.

INLAND WATERWAYS TRUST FUND

In accordance with the Water Resources Development Act of 1986, as amended, capital
investment on 27 fuel-taxed waterways is financed 50 percent from the General Fund of the
Treasury and 50 percent from revenues paid by the inland waterways users into the Inland
Waterways Trust Fund (IWTF).

A balance of funding built up in the IWTF in the years after its authorization in 1978.
However, due to significant capital investment in the inland waterways in recent years,
reaching a high of $175 million in outlays from the IWTF in fiscal year 2006 and $171 million
in fiscal year 2008, coupled with declining fuel tax receipts, the balance in the IWTF was at
risk of being depleted by fiscal year 2009. Generally, since fiscal year 2010 construction
and rehabilitation work has been constrained by the level of anticipated incoming fuel tax
revenues of approximately $75 to $85 million annually. As these revenues fund the user-
financed 50 percent share of capital costs, this has limited the total annual construction
program for cost-shared projects to $150 to $170 million per year. A notable exception to
the 50/50 cost sharing was provided by Congress under the American Recovery and
Reinvestment Act of 2009 (ARRA), whereby there was no IWTF matching requirement. The
Army’s commitment to inland waterways navigation is evidenced by the fact that, under
ARRA, despite the lack of cost-sharing, the Army allocated $420.5 million to ongoing inland
waterways capital projects. In addition o construction, the Army spends almost $600 million
annually on maintaining the inland waterways infrastructure. Under ARRA, the Army
allocated an additional $394 million to operation and maintenance of inland waterways
projects.

2
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INCREASING REVENUE TO THE INLAND WATERWAYS TRUST FUND

The President’s plan for economic growth and deficit reduction, which he sent to the
Congress earlier this week, shows how we can reduce the deficit, pay down our debt, and
pay for the American Jobs Act in the process. The plan includes a proposal for a new user
financing structure for the inland waterways to supplement the existing diesel fuel tax. A
new user fee would generate about $1.1 billion of additional revenue into the Inland
Waterways Trust Fund over the next 10 years to supplement about $1.0 billion anticipated
from the existing fuel tax. The additional revenue would enable a more robust level of
funding for safe, reliable, highly cost-effective, and environmentally sustainable waterways,
and contribute to deficit reduction and economic growth.

| expect the Administration to submit the specifics of this legislative proposal to the
Congress shortly. The Administration initiated discussions with the inland navigation
stakeholders and will continue the dialog with them on this matter. | hope that the
submission to the Congress of a specific proposal will facilitate those discussions by
identifying areas of common ground and workable solutions to those points on which there
is disagreement, on a path forward to address the revenue shortfall.

INFRASTRUCTURE RECAPITALIZATION

The Army is committed to improving its project planning, design, construction, and operation
and maintenance processes in order to more efficiently use available funds to achieve
inland waterways navigation benefits. As part of this effort, the Army has initiated
discussions with the U.S. Department of Transportation to coordinate infrastructure
investment planning between the two agencies. The Administration plans to work with
Congress and stakeholders to explore ways to provide a framework acrass all of the Civil
Works mission areas for decisions on the recapitalization of aging Corps infrastructure,
which could include modification of Corps operations, or de-authorization of projects,
consistent with modern day water resources principles and today’s and tomorrow’s water
resources priorities and challenges. For example, under these principles, which were
spelled out in the FY 2012 Budget, direct beneficiaries would be asked to pay a significant
share of the costs to extend, expand, rehabilitate, or replace projects, as they would for a
new project, commensurate with the benefits they receive. Options such as direct financing
will be considered as part of this effort, where appropriate, and in accordance with the
Federal government’s budgetary standards for such arrangements.

CONCLUSION

In summary, the Administration will work with Congress and stakeholders to revise the laws
that govern the Inland Waterways Trust Fund to ensure that the revenue paid by
commercial navigation users of the inland waterways to meet their share of the costs of
fund-financed activities is sufficient to allow needed inland waterways capital investments to
go forward.

Mr. Chairman and Members of the Subcommittee, | look forward to working with this
Subcommittee to achieve that objective. Thank you.



82

 vationaL
{' CORN GROWERS
- ASSOCIATION

Testimony of

Steve Ebke, Chairman, Production & Stewardship Action Team
National Corn Growers Association

“The Economic Importance and Financial Challenges of Recapitalizing
the Nation’s Inland Waterways Transportation System”

House Committee on Transportation & Infrastructure
Subcommittee on Water Resources & Environment

September 21, 2011

Chairman Gibbs, Ranking Member Bishop and distinguished members of the subcommittee,
thank you for the opportunity to testify today on behalf of the National Corn Growers Association
(NCGA) as part of the House Transportation and Infrastructure Subcommittee on Water
Resources and Environment hearing on the importance of our nation’s inland waterways

transportation system.

My name is Steve Ebke, and | am chairman of NCGA’s Production and Stewardship Action
Team, which handles transportation policy for our national organization. | am a third generation
farmer from Daykin, Nebraska where | grow corn, soybeans and wheat. NCGA was founded in
1957 and represents approximately 35,000 corn farmers from 48 states, as well as more than
300,000 farmers who contribute to corn checkoff programs and 27 affiliated state corn
organizations across the country. The mission of NCGA is to create opportunities for corn

growers to enhance corn’s profitability and use.

The U.S. agricultural sector is the largest users of the freight transportation network, accounting
for nearly one-third of all freight transportation services provided across the country. With the
primary agricultural production in the interior of the country, far from the ports that link to
international trade economy, transportation is critical to the competitiveness of U.S. agriculture
in world markets. The U.S. Department of Agriculture research shows that nearly half the cost
of U.S. grain at its final destination is accounted for by the cost of transportation from the farm

gate to the consumer.

Farmers move their crops and receive their inputs by barge, rail and truck. The competition
among these modes of transportation heips farmers receive the best price for their crops, meet
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their customers’ demand for timely delivery of products and successfully compete with foreign
producers. Without the competition that comes from access to efficient, alternative
transportation methods, farmers can pay significantly more to transport their grain.

Even though not all corn growers ship to the Mississippi River, all growers are impacted by it.
While my home state of Nebraska is not adjacent to the Upper Mississippi River System,
farmers in my area understand the importance of our inland waterway transportation system.
Every day, the price of grain a farmer receives at his home market is largely based on the price
of grain that moves on the Mississippi River to export markets.

Each year more than one biflion bushels of grain — about 80 percent of all grain exports — are
shipped for export via the Mississippi River. The American farmer’s international
competitiveness has always hinged on the ability to move crops to market. The lower the cost
of transportation, the lower the cost of U.S. grain on the world market; thus, the more grain the
U.8. is able to sell. South American countries are investing large sums in river infrastructure to
upgrade their river systems to be more competitive with the U.S. America cannot afford to aliow
any aspect of river commerce to deteriorate for fear of losing export market share to South
America at the expense of our agriculture industry.

In addition, the modernization of the Panama Canal, expected to be completed in 2014, will lead
to expandéd agricultural export markets within the next few years. Currently, 57 percent of U.S.
grain leaving Gulif ports makes its way through the Panama Canal. In 2006, Panama approved a
$5.25 billion project to double the capacity of the canal. The modernization project will add two
new locks, two navigational channels connecting the new locks to the existing system, and

deeper, wider shipping lanes.

The current canal completed in 1914 is nearing its limit for the number of ships it can handle.
According to the Soy Transportation Coalition (STC), during peak shipping season, 40 or more
ships can be backed up each day waiting to transit the canal. The expansion is good news for
corn farmers, as it will lessen transport time and should reduce ocean-freight costs. This is
particularly important for containerized dried distillers grains (DDGs) bound for Asian markets.
However, if domestic infrastructure is inadequate, the canal expansion project will be a missed

opportunity.

The truth is that many locks currently in use within the U.S. inland waterways system are oo
small for today's larger tows, susceptible to closures and long delays for repairs, and unable to
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deal effectively with lines and wait times that results from their obsolescence. The American
Society of Civil Engineers 2005 Report Card for American Infrastructure assigned a grade of D-
to the condition of our river infrastructure. On the Upper Mississippi River, many lock chambers
are 600 feet in length. However, the average length of a modern tow (15 barges pushed by a
towboat) is 1,200 feet. Consequently, for a modern tow to navigate through these antiquated
focks, it must split in half and transit the lock one section at a time, resulting in costly delays.

The good news is that construction has been planned for five new locks along the Upper
Mississippi River — L&D 25, 24, 22, 21 and 20 — and two new locks along the lliinois River at
LaGrange and Peoria. The planning was completed by the U.S. Army Corps of Engineers and
approved by the Chief of Engineers in December 2004. In the 2007 Water Resources
Development Act (WRDA), Congress authorized construction on these seven projects within the
Navigation and Ecosystem Sustainability Program (NESP). The dual-purpose NESP
authorization integrates modernization of the navigation system to reduce barge traffic delays
with restoration of important habitats. Unfortunately, in the four years since the passage of
WRDA, little or no funding has been allocated.

These much needed infrastructure and ecosystem improvements are consistent with the goal of
job creation and overall economic recovery. In fact, President Obama included inland
waterways projects as a component of the proposed American Jobs Act, which was unveiled
just last week. The U.S. Army Corps of Engineers estimates that for every $1 billion invested in
navigation or ecosystem restoration projects, 30,000 to 35,000 jobs are created. More
specifically, the lock upgrades on the Upper Mississippi and lilinois Rivers would require a total
of 48,000,000 person hours from skilled trades throughout the Midwest. The reinvestment
potential for our communities from this opportunity is enormous.

In addition to the direct, immediate and obvious benefits that these infrastructure investments
would provide in the form of jobs and economic activity, they would also result in many
additional long-term benefits. The greater capacity and efficiencies that are created for barge
transportation on the inland waterways system will alleviate some of the demand for truck
transportation, which is more fuel intensive and puts more pressure on already stressed
highway infrastructure. The carrying capacity of one 15-barge tow eliminates the need for 870

semi-trailer trucks to fravel our nation’s highways.

As the most fuel efficient means of transportation for agricultural commodities, an investment in
our waterways infrastructure will help us toward our national goals of energy security and
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improving our environmental footprint. Barges operate at 10 percent of the cost of trucks and
40 percent of the cost of trains, while releasing twenty times less nitrous oxide, nine times less
carbon monoxide, seven times less hydrocarbons, and burning ten times less high-price fuel.

Of course, we all realize that in this time of severe budget constraints, we must be more
responsible and efficient with our federal spending. That's why in 2009, the U.S. Army Corps of
Engineers collaborated with the Inland Waterways Users Board and other stakeholders to draft
the Inland Waterways Capital Development Plan, which recommends major improvements to
project funding and delivery. The plan proposes a more adequate funding mechanism,
prioritizes navigation projects across the entire system, improves the Corps’ project
management, provides more oversight, and ensures the Inland Waterways Trust Fund (IWTF)

continues fo retain necessary matching federal funds.

The proposal would preserve the existing 50 percent industry and 50 percent federal cost-
sharing formula for new lock construction and major lock rehabilitation projects costing more
than $100 million. The plan would adjust the current model to provide 100% federal funding for
dam construction and major rehabilitation and smaller lock rehabilitation projects, recognizing
the value derived by other beneficiaries from dams and the pools created by dams.

The proposal also includes a cost share cap on new lock construction projects to incentivize
keeping projects on budget and prevent industry taxpayers from bearing the burden of paying
for significant cost overruns. This will strengthen the ability of the Inland Waterways Trust Fund
to fund all priority projects in the pipeline, including the seven NESP projects on the Upper
Mississippi and Illinois Rivers that are a priority fo NCGA.

The proposed new funding parameters will necessitate a 30 to 45 percent increase (between 6
and 9 cents per gallon) in the existing fuel tax of 20-cents-per-gaiion that is paid by the barge
and towing industry. At the same time, the recommended reforms to the Corps of Engineers’
project management and delivery process would ensure that these additional resources are

spent wisely.

In March of 2010, NCGA officially endorsed the Inland Waterways Capital Development Plan,
and we have strongly advocated for its inclusion in any future WRDA bill or infrastructure
development proposals. We recognize that the increase in the fuel tax will ultimately be passed
on to farmers, but NCGA strongly believes that a strategic investment in our nation’s waterways
will be beneficial to the agriculture industry in the long run. Without a restructured capital
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development plan, the seven locks authorized in WRDA in 2007 could be waiting decades to

begin construction.

In 2005, the agriculture industry experienced firsthand how important the inland waterway
transportation system is to our bottom line. In late summer, Hurricane Katrina shut down the
Gulf ports for weeks and debilitated at least 100 barges south of New Orleans, severely
constricting barge supply. The cost to ship a bushel of corn form St. Louis to New Orleans in
the weeks following Katrina jumped from a normal rate of 33 cents to about 81 cents per bushel.
Some areas were trading as high as 800 percent of tariff, which at the time translated to
approximately $1.34 per bushel. In other words, it cost more to ship a bushel of corn that what
grain elevators along the river were paying for it. While these conditions were obviously
weather related, the impacts from a major lockage failure could be similar.

In closing, NCGA believes that improving transportation capagity should be a national priority
that deserves urgent attention. We can no longer stand idle, taking our transportation
infrastructure for granted. For too long we have lived off the investment of our ancestors. Itis
time to provide necessary and long-overdue improvements fo our nation’s waterways.

Thank you for considering our comments on this important issue. | am happy to take any

questions.
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Good morning, Chairman Gibbs, Ranking Member Bishop, members of the subcommittee. 1 am
Steve Ellis, Vice President of Taxpayers for Common Sense, a national non-partisan budget
watchdog. Thank you for inviting me here today to testify on reform of the Inland Waterway
System and the fiscal issues surrounding it.

1 find it ironic that to teach about how government works my government professor at the
Coast Guard Academy chose Congressional Odyssey, a book about then-freshman Senator
Domenici’s efforts to create the barge fuel tax, which was followed by Showdown at Gucci
Guich about the 1986 tax reform. Little did | know then that much of my future as a budget
watchdog testifying on the inland waterway financing was set. One of my first jobs in the Coast
Guard was to manage the inland waterway buoy tender fleet. in that capacity, | visited units
operating on the inland waterway system, which gave me an appreciation of how it works. |
have continued to work on inland waterway issues for the rest of my professional career.

The Inland Waterway System

The inland waterway system is made up of rivers —mostly in the mid-west and east — that the
U.S. Army Corps of Engineers maintains for navigation. To make these rivers navigable, the
Corps uses a variety of tactics including dredging, bank stabilization, placing rock structures in
rivers to concentrate flow, and constructing navigation locks and dams to maintain depth. A
Congressional Research Service analysis of freight data found that the inland waterway system
carried 550 million tons of freight in 2007 — just under 5% of the total domestic freight that
year.! One of the limitations on the system is that commodities have to go where the river
goes, whereas you can truck or rail cargo virtually anywhere in the country. So while one barge
can carry far more cargo than a truck or a rail car, it can’t always take the cargo to its ultimate
destination. This limitation and the fact that waterborne traffic moves far slower than other
modes means the cargo transported is almost always low value, high volume, non-time-

! Congressional Research Service. infand Waterways: Recent Proposals and Issues for Congress. July 14, 2011. p.2.
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sensitive commodities. The vast majority of the traffic is butk commodities, particularly grain,
and on some waterways, coal. Also, all segments of the system are not equal. in fact, 90% of
the traffic is on the Mississippi, Ohio, Hllinois, and Gulf Intracoastal Waterway.” While some
liken the other segments of the system to feeder streets to the main navigation highway, the
data indicates traffic originates on the workhorses of the system and these other segments are
more like driveways serving local or individual concerns, but lacking a true federal interest.

Most segments of the inland waterway system do not maintain adequate depth to maintain
navigation {9 foot minimum). One way to maintain adequate depth is construct dams to create
a series of pools. But a series of pools does not make a navigable system. There mustbe a
means for traffic to move from pool to pool. Thus, navigation locks are built into the dam
structure. In essence, locks consist of a rectangular chamber with doors on the upstrean and
downstream end. A tow traveling downstream would enter the lock at the upstream pool
height, the doors would close behind it, water is released to achieve the height of the
downstream pool, the downstream doors open, and the tow is on its way. A key point is that
you can have a dam on a river without a lock — Hoover Dam for instance - but you can’t have a
lock without a dam. It would be like having a door without a building.

Funding History .

When the first snagging and clearing was ordered by Congress in 1824, the construction and
maintenance of inland waterways were fully subsidized by the taxpayer. That changed, starting
in 1978, when Congress created a barge fuel tax and then in 1986 when they created a cost-
sharing formula: 50 percent of the cost of construction and major rehabilitation projects on the
inland waterway system would be borne by the Inland Waterway Trust Fund (IWTF) and 50
percent by the treasury. Since 1996, the IWTF has been funded by a 20-cent barge fuel tax.
Similar to the 18.4 cent gas tax that was last adjusted in 1997 and funds the highway trust fund,
inflation has eroded the purchasing power of the tax. in the FY12 budget request, the
administration estimates $87 million in revenue from the tax.®

The IWTF shares another dubious similarity with the HTF — overspending the revenues. For
years there were complaints about IWTF surpluses. After a binge diet of spending, this is no
longer a worry, and the IWTF is basically living hand to mouth. Other than those similarities
with the HTF, there are significant differences between the IWTF and the other trust funds
overseen by this committee. The Highway Trust Fund supports new construction and
maintenance, while the Aviation Trust Fund, which generates revenue from passenger ticket
taxes, funds construction and maintenance like runway rehabilitation. The Harbor Maintenance
Trust Fund (HMTF) generates revenue from an ad valorem tax on imports {the export portion
was found unconstitutional in a Supreme Court decision — U.S, v. U.S. Shoe) and funds
maintenance dredging at the nation’s harbors. New construction — deepening projects — are
cost-shared with the federal government. If it's not obvious, all of the other transportation trust
funds pay for maintenance costs except the IWTF. There’s an additional difference. WRDA 86

? National Wildlife Federation and Taxpayers for Common Sense. Crossroads: Congress, the Corps of Engineers and
the Future of America’s Water Resources. March 2004. p47.
Budget of the United States Government, Fiscal Year 2012
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also created the Inland Waterway Users Board — a federally funded, federally staffed board of
private industry that recommends how taxpayer’s money should be spent. None of the other
transportation systems has a taxpayer-funded advocate sitting at the table.

The atypical cost-sharing structure of the inland waterways creates costly, unintended, even
bizarre consequences. Since users don’t have to pay anything for maintenance, they are
constant cheerleaders for new construction. There is absolutely no recognition of the
maintenance costs associated with the inland waterway system. There is no market mechanism
to suggest that times have changed and certain waterways should no longer be maintained.
There are federally maintained waterways that see almost no traffic in a year yet the taxpayer
is on the hook to maintain the system. In an earlier analysis, 17 segments of the inland
waterway system had 2.3 percent of the total traffic, yet reaped 30 percent of the operations
and maintenance funding.* After the Chattahoochee River saw only a handful of barge tows one
year, formser Congressman Tancredo (R-CO) opined that it would be cheaper to ship by
limousine. )

The full federal funding of operation and maintenance on the inland waterways system differs
from other Corps of Engineers projects as well. As discussed, harbor maintenance projects are
almost entirely funded through the HMTF. Flood control projects — in many cases the levees
that line the navigational waterways — are constructed with the understanding that
maintenance-will be funded locally, as are most environmental restoration projects. Shore
protection projects are fully cost-shared. So even in the Corps portfolio, inland navigation has a
sweetheart deal. In fact by the Corps’ own analysis, over the last three years the IWTF has
covered only about 8% of the costs for making navigation possible on the inland waterway
system, while non-federal sponsors in the coastal system have covered nearly 80% of the
costs,® despite the fact that the economic contribution of coastal navigation dwarfs the
economic contribution of the inland waterways.

Infand Waterway Users Board Proposal

The IWTF has been sorely underfunded virtually from the beginning. The lack of significant
revenue, inflation, and overspending has put the system on the brink of bankruptcy. The
taxpayer subsidized house of cards is falling down. Recognizing this, the taxpayer-subsidized
users board developed a proposal — with significant Corps of Engineers assistance — to
dramatically increase the subsidy for the inland waterway system. Remember, the inland
waterway system already receives a 90 percent subsidy.

I thought about how to charitably characterize the proposal but all | could come up with was —
greedy.

The original proposal offered a marginal increase in the unchanged for 15 years fuel tax and in
return demanded a series of increased subsidies that more than offset any increased revenue.

* National Wildlife Federation and Taxpayers for Common Sense. Supra Note 2.

5 .
1bid. pb2.
® Letter from Assistant Secretary of the Army {Civil Works) Darcy to Congressman James Oberstar. Dec 21, 2010.
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But in the draft legislation that has been circulating, the modest increase of the gas tax by a few
pennies has been jettisoned. At a hearing of this very committee last year, the Chairman of the
Inland Water Users Board said this fuel tax increase was “a measure of the seriousness and
spirit of compromise” on the part of industry. Now they are just asking for more subsidies,
which, particularly in this budget environment, is preposterous.

First, the proposal retains cost-sharing for navigation locks but places dam major rehabilitation
or construction on the backs of taxpayer, arguing that the pools or lakes behind the dam
provide water supply, hydroelectric energy, flood control, and recreation benefits. In reality,
there are plenty of recreation benefits at the hundreds of undammed rivers around the
country. Similarly, many non-navigable waterways provide water supply. The vast majority of
navigation locks and dams are built for just that — navigation. Any other benefits are incidental.
Besides that, as | earlier indicated, the dams are critical for navigation. You can have a dam
without a lock; buta lock without a dam is worthless. B

The IWUB proposal also shifts major lock rehabilitation projects costing less than $100 million
to the taxpayer. Of course there hasn't ever been a major chk rehabilitation project that
exceeds that amount, so all lock rehabilitations are shifted to the taxpayer.”

But lastly, and most insultingly, the IWUB proposal directs that all cost overruns be borne by
the taxpayer. The baseline is the feasibility study. Everyone who's ever taken more than a
passing glance at a Corps project justification knows that feasibility cost estimates are a fiction.
That is everyone except Congress. | think the Corps motto should be changed to “We may take
twice as long, but we cost twice as much.” An analysis by the Great Lakes and Ohio Division of
the Corps noted that the more than 50 percent cost increase on the Olmstead lock project was
significantly impacted by the Corps fallacious assumption that optimal funding would be
provided. Explaining this situation, the Corps wrote: “The initial Feasibility cost ... assumes that
engineering, real estate and construction funds will be available at the beginning of the project.
This is never the case...”® The cost increase is baked in. This is a bigger problem than just inland
waterway projects and skews the benefit cost ratio in favor of approving projects throughout
the Corps portfolio. The IWUB proposal on cost overruns would put inland waterway
construction projects in an exalted status that exists for no other federal project.

There will be real and serious impacts of adopting the IWUB proposal. The board envisions
spending $380 million on inland waterway construction annually — more than doubling present
spending levels. Considering that Congress is supposed to adopt at least $1.2 trillion worth of
deficit reduction by the end of the year, it's unrealistic to think the Corps’ budget is going to
increase in the foreseeable future. That means it’s a zero sum game. Any increase on spending
for inland waterway projects will come at the expense of harbor déepenings, beach
replenishment, flood control, and environmental restoration projects. Furthermore, none of
the inland navigation projects the Corps has green-lighted in recent decades have met their

7 .

{bid.
8 Great Lakes and Ohio River Division, U.S. Army Corps of Engineers. Inland Navigation Construction Selected Case
Studies. July 17, 2008.
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economic predictions. In.an era of austerity and prioritization, this record hardly justifies
increased investment at the cost of other Corps mission areas.

This proposal highlights problems with the Inland Waterway Users Board. | am not aware of a
similar entity with such a role in directing federal spending; there is no port or highway or
airport users board made up entirely of industry officials and staffed by government
employees, charged with making recommendations on the priorities and spending from a trust
fund. TCS has called for the abolishment of the Inland Waterway Users Board.

Next Steps

Everyone agrees that there is a problem with the Inland Waterway Trust Fund. But the solution
is not to ignore it and turn around and throw more subsidies at the inland waterway system.

The cross subsidies within the inland waterway portfolio are immense. Although the fuel tax
does not fund O&M, comparing tax revenue to O&M spending by waterway segment is
illustrative of some of the issues. The only waterway that raises more revenue than O&M
expenditures is the Lower Mississippi River. Even other high volume waterways such as the
Ohio and Upper Mississippi get far more O&M support than they contribute in revenue: four
times on the Ohio and six times as much on the Upper Mississippi.”

One of the main drivers of cost on the inland waterways system — both construction and
operations and maintenance — is the navigation locks. Because of this, whatever financing
structure is contemplated, there must be some sort of lockage fee. That could be flat fees or
sliding scales to help combat congestion delays or some other revenue generator.

In addition, rather than increasing the current 90 percent subsidy, the inland waterway industry
needs to bear at least some of the cost of operations and maintenance. As | indicated earlier,
inland navigation is unigue within the Corps’ portfolio of projects in that there is no non-federal
responsibility for operations and maintenance. This creates a perverse incentive for the building
of projects which otherwise would not be sought by users if they were held responsible for a
share of the annual operations and maintenance costs. And it is out of step with the call from
all corners for shared sacrifice and making tough choices as we right our fiscal ship.

The President’s proposal to the Joint Select Committee on Deficit Reduction proposed raising
$1 billion from a new fee to supplement the existing fuel tax. It is unclear what the structure of
that fee will be.

Whatever the new financing structure, one key reform that is sorely needed across the Corps
program is a prioritization mechanism. Earmarks severely detracted from any rational budget
process. Now with the current earmark moratorium, the Administration is left to select the
“winners” and “losers” in the Corps program. The decision making as to what projects should
be funded and how much is largely a black box. Congress should work with the Administration

? Congressional Research Service. Supra Note 1.
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to develop transparent and realistic criteria and metrics that would enablé projects to be
evaluated and prioritized for funding on the basis of merit. This will give taxpayers greater
confidence that the best, most important projects are being funded. We cannot afford to award
project funding on the basis of political muscle.

The nation is facing a $1.3 trillion budget deficit and a more than $14 trillion chasm of debt.
Hard choices have to be made and we need shared sacrifice. instead of giving away another
taxpayer handout there needs to be a thorough reevaluation of the inland waterway system
that looks at shutting down some of the deadbeat waterways and prioritizing our investments.
This effort should be done throughout the Corps program.

The inland navigation system has a significant role to play in our nation’s freight transportation
mix. It cannot be simply about spending more; it has to be about spending wisely.

Thank you for the opportunity to testify and | look forward to answering any questions you
might have. .
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Staternent of Stephen D. Little
Before the
Subcommittee on Water Resources and Environment
Committee on Transportation and Infrastructure

U.S. House of Representatives

September 21, 2011

Chairman Gibbs, Ranking Minority Member Bishop, Members of the Subcommittee, thank you
for holding this hearing and for inviting me to testify on the “Economic Importance and
Financial Challenges of Recapitalizing Waterways Transportation System”. While I have had
the honor of appearing before the Subcommittee in the past, this is my first opportunity to
address the Subcommittee during the current 1 12™ Congress, and I am deeply honored to be part

of the panel this morning.

I am Stephen Little, President and CEO of Crounse Corporation (Crounse). Crounse is a leader
in the river transportation industry. A little more than 60 years after its first towboat was placed
into service in 1949, today Crounse Corporation employs more than 350 people and, with its
fleet of 35 towboats and 1,000 barges, it transports more than 30 million tons of cargo each year

along the U.S. inland waterways.
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Mister Chairman, I also have the distinct honor and privilege of having been the most recent
Chairman of the Inland Waterways Users Board (IWUB or Users Board). The Inland Waterways
Users Board is a federal advisory committee established by Congress in Section 203 of the Water
Resources Development Act of 1986 (Public Law 99-662, November 17, 1986), one of this
Committee’s many significant legislative achievements. Reflecting the concept of “Users Pay,
Users Say”, Congress created the Users Board to give commercial users a strong voice in the
investment decisions those users are supporting with their diesel fuel tax payments. At full
strength, the Users Board is comprised of eleven voting members, who are appointed to
staggered two-year terms by the Secretary of the Army and are selected to represent the various
regions of the country as well as a spectrum of commercial users and shippers of the inland
marine transportation system. As envisioned in Section 302, the Secretaries of Army,
Agriculture, Transportation, and Commerce each appoint a non-voting representative to act as an
observer of the Users Board. The principal responsibility of the Users Board is to make
recommendations regarding construction and rehabilitation priorities and spending levels on the
commercial navigational features and components of the inland waterways and inland harbors of

the United States.

1 am pleased to appear before the Subcommittee this morming to testify in strong support of the
recommendations developed by the Inland Marine Transportation System (IMTS) Capital
Investment Strategy Team (CIST or CIS Team), a 50-member Corps/industry team on which I
was a participating Team member. These recommendations have been approved unanimously by
the Inland Waterways Users Board. They also have the broad and growing support of the

waterways industry as evidenced by their unanimous endorsement by the boards of directors of
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Waterways Council Inc., the American Waterways Operators (AWO), and National Waterways
Conference (NWC) and by similar expressions of support from more than 200 other associations

and companies throughout the nation. (See Attachment A).

As I'll discuss in more detail in my testimony, the CIS Team has produced a comprehensive,
consensus-based, joint industry/Corps of Engineers set of proposals to address the capital
investments that should be made over the next 20 years in order to preserve and enhance the
performance of our nation’s inland waterway transportation system. In sum, those
recommendations present a proposed plan to:

o Identify ways to improve the Corps project delivery system,

o Implement a capital investment strategy that balances reliability and affordability

e Prioritize specific capital investments needed over the next 20 years, and

e Define revenue and cost sharing approach that can be met with reasonable

certainty and efficiency.

Mr. Chairman, I believe the starting point for consideration of the financing and management
challenges facing the inland waterway system must be recognition that the current business
model for modernizing the nation’s locks and dams is seriously broken and must be reformed. As
a nation, we seem to have lost the ability we once had to plan and construct individual inland

waterway capital projects in a timely fashion.

For the future well-being of this country, this must change!

Allow me to offer some examples of why [ and many others believe our current approach is so
broken.
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Past Project Delivery Performance

Upper Mississippi River. Following the 1930 Congressional anthorization of the 9 — Foot

Channel Navigation Project to St. Paul, MN, 29 locks and dams were planned, designed,
and constructed on the Upper Mississippi River. 26 of these projects were completed and

put into operation during the first ten years of that period.

Illinois Waterway. Congress authorized a 9 — foot channel on the Illinois River, after
which 7 lock and dam projects were completed and opened to navigation during the
1930°s (Lockport, Brandon Road, Dresden [sland, Marseilles, and Starved Rock - all in

1933 — as well as Peoria and LaGrange, in 1938 and 1939, respectively).

McAlpine Lock and Dam. At Louisville, KY, a modern (1200-foot-long, 110-foot-wide)

lock and dam project was constructed and placed in operation in 3 years, from 1959 to

1962.

Tennessee — Tombigbee Waterway. The largest earth-moving project in history, all ten

individual locks and dams and the 280-foot-wide navigation channel spanning 234 miles

were built in only 12 years, from 1972 to December 1984, 21 months ahead of schedule.

Red River Waterway. Construction began in 1973 on the five new locks and dams and

225-mile-long navigation channel linking Shreveport ~ Bossier, LA to the Mississippi
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River. Construction was completed and the navigation channel opened in 1994, only

eleven years after construction began.

WRDA 86 Locks and Dams. The Water Resources Development Act of 1986 (WRDA
86) authorized the construction of seven new lock and dam modernization projects in
various locations throughout the nation’s inland waterway system. Construction of all
seven of these WRDA 86 projects proceeded at a pace that saw the new/modernized lock,
the major feature of each of the projects, become operational in a reasonable amount of
time, ranging from 4 years to 8 years, with the average for all seven projects equaling 6.3

years.

Current Project Delivery Performance

Lower Monongahela Locks and Dams. This project (also referred to as “Locks and Dams

2, 3, and 4, Monongahela River, Pennsylvania”) was authorized by Congress in WRDA
92 at an estimated cost of $556.4 million. Construction began in fiscal year 1995. Today,
sixteen years later, $523 million has been allocated to the project through December
2010. However, the project’s fully-funded cost estimate has almost tripled to $1.7 billion
and its projected completion date under the current broken model is another thirteen years
away. Best case. The more likely scenario is that the project’s completion under the

current program could be well after that.
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e Olmsted Lock and Dam. Initial construction funding was provided in fiscal year 1991 for
this Ohio River project that had been authorized by Congress three years earlier at an
estimated cost of $775 million. Today, 20 years after that first appropriation for
construction, the project is nowhere near completion and its estimated cost has almost
tripled to at least $2.046 billion. To make matters worse, the Corps has just announced
that, after an internal review, the Corps believes the project’s estimated cost “has changed
significantly”, which we understand to mean has increased significantly. Depending on
the actual amount of the increase, such an increase could push the project’s completion

into the 2020’s, thirty years or more after the first construction appropriation.

¢ McAlpine Lock and Dam. A little more than two years ago, in May of 2009, a new 1200-
foot long, 110-foot wide auxiliary lock was dedicated adjacent to the existing 1200-foot
long McAlpine Lock in Louisville, Kentucky. The new lock cost $429.3 million and
took fourteen years to complete, more than four times as long as it took to complete the

original project at the identical location

These are just a few examples of our current broken business model. In the past our nation could
build 26 projects in 10 years on the Upper Mississippi River, 7 lock and dam projects in 9 years
on the Illinois River, locks and dams at 10 sites in 12 years on the Tennessee-Tombigbee
Waterway, and seven new projects in 4 to 8 years following WRDA 86 Today it is taking 30
years to build new projects in each of two locations and 14 years to build what it took 3 years to

build at another location.
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This is completely unsatisfactory and is wasting billions and billions of dollars of scarce national

investment resources.

The need for a long-term capital investment plan for the inland waterways has been apparent for
a number of years, and the Users Board has attempted to highlight this issue in its annual reports.
For example, [ have included as an attachment to my testimony a copy of our report from 2 years

ago, which goes into some detail on the subject. (Attachment B).

Our inland waterway system challenge has changed somewhat over the past 10 years or so.

Ten years ago, the inland waterway industry and the nation were faced with the same kind of
problem that all of the transportation trust funds had been experiencing: a growing surplus in the
Inland Waterways Trust Fund as year after year more revenues were collected from the
commercial users of the system than were withdrawn from the Trust Fund to make needed
capital investments in the system. Those delays in expenditures resulted in preventable and
greatly increased costs of projects. If the Trust Fund dollars had been spent properly in a timely
fashion, we would have avoided much of the adverse impact from the dramatic rise in material

prices like steel and concrete that occurred during some of those years.

Fortunately, with the help of this Committee and others, that challenge was met and the surplus
was invested in modernization projects. Today the Trust Fund is operating, as originally intended
when it was created, with virtually all of its resources being spent quickly to modernize the

system.
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Our nation’s inland waterway modernization challenge going forward is the need to create and
implement an improved program for the future. We have an aging system that needs
recapitalization. We have a project funding and delivery system that is terribly inefficient,
resulting in enormous wasted time and taxpayer dollars. Although we now have invested most
of the Inland Waterways Trust Fund surplus, which unfortunately was allowed to sit idle for
years, the inefficiencies of our current business model have resulted in too few finished projects.
And all of this comes in the face of an unprecedented economic crisis that is severely stressing

our waterway industry and the nation.

Work has been underway for some time to address this situation. A little more than four years
ago, in a meeting at Corps headquarters with leaders of industry and the Corps gathered to
discuss the going-forward challenge, the Corps committed to undertake an internal review of
then-current inland waterway construction project performance to help identify and understand
opportunities to improve project delivery results. During the summer 2008 meeting of the Inland
Waterways Users Board, after presentation by and discussion with Corps leaders of the report
that chronicled the results of that review (titled “Inland Navigation Construction, Selected Case
Studies™), the Corps acknowledged shortcomings and the need for improvements and, to their
credit, recommended that the Board should be more directly involved with Corps personnel in
the development of an improved project delivery model. That led to formation of the

industry/Corps CIS Team.

For roughly a year and a half, approximately 50 key Corps and industry representatives worked

diligently to develop together a comprehensive solution to the future-oriented challenges facing
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our inland waterways infrastructure, a solution that improves the project delivery system,
dimensions the most critical physical needs of the inland waterway system, figures out what it
will cost to address those needs, and addresses how to pay for it and how to allocate funding
responsibility. Included among industry’s representatives were the presidents of seven major
inland waterway companies and senior representatives from a number of other companies. On
the Corps side were senior leaders and technical experts from virtually every level of the Corps
hierarchy: headquarters, divisions, districts and technical support centers. A series of multi-day
face-to-face meetings was held throughout the country. Between those meetings, countless

additional hours were spent in further discussions, phone conferences, and preparatory sessions.

This effort has required an enormous commitment from all involved but, speaking for myself and
also reflecting the views of the entire Inland Waterways Users Board, it was a most important
endeavor and a completely worthwhile commitment. At the end of the day, the CIS Team was
able to meet the challenge it was given to develop the consensus recommendations I am now

honored to testify in support of today.

The CIS Team proposes a $7.6 billion 20-year inland waterway Capital Investment Program.
The Program would entail an average annual investment level of $380 million, comprised of two
sub-component average annual program levels: $320 million for “construction” projects and $60
million for major rehabilitation projects. On average, of the $380 million total, $110 million
would be contributed by the Inland Waterways Trust Fund and $270 million would come from

general revenues.
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The CIS Team’s proposal would preserve the existing 50% industry/50% federal cost-sharing
formula for new lock construction and major rehabilitation projects costing $100 million or

more.

The plan would adjust the current model to provide 100% federal funding for dam construction
and major rehabilitation projects and for smaller lock rehabilitation projects. The proposed
funding for dams was made in recognition of the enormous value derived by other beneficiaries
from the dams and the pools created by those dams. As the report points out, “such large and
varied segments of the U.S. population benefit from the presence of dams on the (inland
waterway) system that it is most appropriate for general revenues to fully fund dam construction
and major rehabilitation costs”. Categories of those non-navigation beneficiaries of the dams
include municipal water supply, hydropower, recreation, industrial water supply, national
defense and security, flood damage prevention, agricultural water supply, environmental
restoration, local and regional economic development, property value enhancement, and

international competitiveness.

The proposal also includes a project-by-project cost-sharing cap to provide some protection to
industry from unreasonable cost escalation and project delays and to place additional emphasis
on the need to produce more reliable project cost estimates in the underlying decision document
and manage the completion of projects within the identified cost estimates and schedules. By
incentivizing expedited completion of these important projects, this cap feature also will help
protect the general taxpayer from preventable project delay and cost escalation. The cap would

be set at the Feasibility or Rehabilitation Evaluation Report base cost, including contingencies

10
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reflected in the relevant decision document, escalated to the new construction start date based on
the IMTS capital investment program schedule plus any post-authorization project modifications

agreed to by both the Corps and the Users Board,

After reviewing alternative options for generating additional revenues for the IWTF, the CIS
Team proposes a 30% to 45% increase---between 6 and 9 cents per gallon ---in the current user
fee that commercial users of the system pay (i.e., to a level between 26 and 29 cents per gallon).
The Team reached this conclusion based on its sense that the current diesel tax revenue-raising
system is fair and equitable and is a “workable, understood, acceptable, and auditable system for
collecting the waterways industry’s share of the IMTS capitalization costs”. While the industry
representatives of the CIS Team clearly would have preferred to avoid this increase, itis a
measure of the seriousness and spirit of compromise that they brought to the CIS Team effort
that they were willing to agree in an unprecedented way to this increase as part of the total

comprehensive package.

Under the Team’s proposal, project construction funding would be provided to complete a
prioritized list of specific projects. The projects were prioritized through use of a ranking system
that was based on two broad categories: structural and operational risk and reliability and
economic return, Project-by-project information was used that sought to assess the project’s
current condition, the likelihood of diminished project performance, the consequence of
diminished performance, and how the proposed investment would improve the project’s and the
system’s performance. Prioritization occurred in three categories---authorized and under

construction, authorized but not yet under construction, and other potential projects most of

11
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which were completely unstudied. In making its recommendations, the Team emphasized
completing work that was already underway or was un-started but had already been approved by

Congress.

To address the opportunity to improve internal Corps project delivery performance, the CIS
Team makes a number of recommendations. Some of these recommendations are already in the
process of being implemented. Others will require additional review within the Corps before they
can be implemented. At least one project delivery recommendation, relating to the use of
continuing contracts in the construction of inland waterways system modernization projects, may
require Congressional action before it can be implemented. The project delivery improvement
recommendations cover items such as:

¢ Highly-reliable risk-based cost estimates,

¢ Independent external peer reviews,

o Certification requirements for project managers,

e Development of an IMTS Capital Investment Program regulation,

o Increased participation by the Inland Waterways Users Board,

e Use of Military Construction Program efficiency approaches,

e Acquisition strategy advances,

e Virtual design and review centers of expertise, and

¢ Standardization of designs.

The Team’s report covers each of these and others in more detail.

12



105

A fundamental assumption of the Team’s recommendations, in fact the Team’s underlying
premise, is that the federal government will provide the funds envisioned in the plan in an
efficient manner. Inefficient funding will significantly impair the ability to implement this

program. This point cannot be over-emphasized. It is critically important.

Mister Chairman, and Members of the Subcommittee, the Corps has conservatively estimated
that the CIS Team’s proposed plan is expected to avoid cost growth of between $600 million and
$2.1 billion over the defined 20-year program We believe this estimate may significantly
understate the amount of cost growth that will be avoided over that timeframe . In addition,
other economic benefits of implementing the proposed plan include avoiding far more than $2.8
billion in additional national economic development benefits foregone. The $2.8 billion Corps-
estimated figure was calculated looking only at projects currently under construction and does
not include, as it should in order to more completely reflect the entire plan, the value of
beginning other projects under the proposed program much earlier than otherwise would be
possible. And, of course, the plan would also deliver the additional non-economic environmental,
societal, safety and energy benefits that accrue to the nation because of the inland waterway

system’s use.

Under the proposed CIS Team plan, significant modemization of the inland waterway system
will occur. Without the plan, necessary achievable progress completing lock and dam and
channel improvement projects will languish, dangerously threatening our nation’s well being.

The following chart, taken from the Team'’s report, starkly illustrates that reality.
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Comparison of Completed Projects
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The CIS Team concludes its report with these words: “While unlikely that any set of
recommended improvements could completely eliminate cost increases and schedule delays,
these recommended improvements---in combination with the development of the capital
investment strategy and with the underlying premise that the funding will be provided in an
efficient manner---will achieve the goal of an improved capital projects business model”.
Crounse Corporation and the Inland Waterways Users Board believe that statement to be true
and urge this Committee to enact as quickly as possible the provisions that are necessary to fully
implement this comprehensive inland waterway system modernization plan. We also believe
that, when the Commitiee acts in this fashion, it will be following the incredible, almost-

prayerful insight of our first President, George Washington, who wrote 218 years ago:

“Prompted by these observations, I could not help taking a more contemplative
and extensive view of the vast infand navigation of these United States, from
maps and the information of others; and could not but be struck with the immense
diffusion and importance of i, and with the goodness of that Providence, which
has dealt her favors fo us so profuse a hand. Would to God we may have wisdom

enough to improve them.”

i4
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ATTACHMENT A
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Viﬁsﬁw ’ﬁfs The American Waterways Operators

Support the

Inland Waterways Capital Development Plan
invest in America’s
Inland Waterways Transportation System

Benefits to America

America’s inland waterways are a precious resource, and the envy of the world because of the natural “water
highway” the waterways system provides for commerce. Modern lock and dam infrastructure is critical 1o
U.8. competitiveness in the world market, to environmental protection, to energy efficiency, to the
sustainment of well-paying American jobs and to congestion relief. Inland waterways transportation is a key
component of the intermodal transportation network, and is essential to our nation’s economy, environment,
and quality of life.

A Consensus Plan to Improve Inland Waterways Navigation Infrastructure
Industry and the U.S, Atmy Corps of Engineers worked together for 18 months to develop a comprehensive,
consensus package of recommendations to improve the continued vitality of this eritical system. The Capital
Development Plan, unanimously endorsed by the congressionally established Inland Waterways Users Board
on April 13, 2010, will:

e Prioritize the completion of navigation projeets across the entire system,

e Improve the Corps of Engineers’ project management and processes to deliver projects
on time and on budget, and

e Recommend an affordable funding mechanism to meet the system’s needs.
The Plan represents a new approach to meet the longstanding need for efficient delivery and timely
completion of critical projects and sustainable funding for the Inland Waterways Trust Fund. The nation’s

transportation system and taxpayers would benefit from the completion of essential navigation infrastructure
and the containment of cost overruns.

www . americanwaterways.com |www.waterways.orq | www.waterwayscouncil.org
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Recommended Reforms
The proposal would:

* Preserve the existing 50% industry/50% federal cost-sharing formula for new lock
construction and major lock rehabilitation projects costing $100 million or more.

s Adjust the current model to provide 100% federal funding for dam construction and major
rehabilitation and smaller lock rehabilitation projects, recognizing the value derived by other
beneficiaries from dams and the pools created by dams.

¢ Include a cost share cap on new lock construction projects to incentivize keeping projects on
budget and prevent industry taxpayers from bearing the burden of paying for unreasonable
cost overruns. This will strengthen the ability of the Inland Waterways Trust Fund to fund
more priority projects in the pipeline.

The proposed new funding parameters will necessitate a 30% to 45% increase (between 6 and 9 cents per
gallon) in the existing fuel tax of 20-cents-per-gallon that is paid by the barge and towing industry, the only
users of the system who currently are taxed. At the same time, the recommended reforms to the Corps of
Engineers’ project management and delivery process would ensure that these additional resources are spent
wisely.

Endorsements

On January 12, 2010, the Board of Directors of Waterways Council, Inc., the national public policy
organization advocating a modern and well-maintained national system of ports and inland waterways, voted
unanimously to support the recommendations of this industry-Corps joint effort.

On January 22, the Board of Directors of The American Waterways Operators, the national trade association
for the American tugboat, towboat and barge industry, voted to authorize AWO to advocate before the
Administration and Congress in favor of the recommended plan.

On February 24, 2010, the Board of Directors of the National Waterways Conference, Inc., the national

organization advocating for the enactment of common-sense policies recognizing the widespread public
benefits of our nation’s water resources infrastructure, voted unanimously to support the plan.

The more than 200 organizations on the following page join us in supporting this important effort:
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Supporters of the

Inland Waterways Capital Development Plan

Nati

The American Waterways Operators
Waterways Council, Inc.

National Waterways Conference, Ine.

National Corn Growers Association

National Council of Farmer Cooperatives
National Grain and Feed Association

National Mining Association

North American Equipment Dealers Association
Steel Manufacturers Association

Transportation Research Board/Marine Board

O izations

National Association of Manufacturers
National Audubon Society

American Agri-Women

American Land Conservancy

American Soybean Assoctation

Dredging Contractors of America

infand Rivers Ports & Terminals, inc
International Liquid Terminals Association
The International Propeller Club of the United States
U.S. Chamber of Commerce

State, Regional, and Local Organizations

Alabama State Port Authority

Association of Tennessee Valley Governments
Bond County (11L) Farm Burean

Boone County (111.) Farm Bureau

Bureau County (11} Farm Bureau

Cathoun County (JIL} Farm Bureau

California Marine Affairs & Navigation Conf, (CMANC)
Carpenters’ Dist. Council of Greater St. Louis and Vicinity

Carroll County (1) Farm Bureau

Chemical Industry Council of IHinois

City of Pittsfield, 1.

Clark County (111) Farm Bureau

Coalition of Alshama Waterway Associations, Ing,
Cook County (I11.) Farm Bureau

Coosa-Alabama River Improvement Association, Inc.
DeWitt (Mo.) Drainage and Levee District

DeWitt County (111) Farm Bureau

Show-Me-State Black Ducks Chapter, Ducks Unlimited
DuPage County (1) Farm Burean

Effingham County (1) Farm Bureau

Farm Resource Center

Grain & Feed Association of Iilinois

Great River Economic Development Foundation
Greene County (111.) Farm Burean

Gulf Intracoastal Canal Association

Hancock County (IHL.} Farm Bureau

Huntington District Waterways Association
IHlinois AgriWomen

Illinois Association of Drainage Districts

Jersey County (111) Parm Burean

Kane County (Il.) Farm Burean

Kendall County (1) Farm Bureau

Kentuckians for Better Transportation

Kentucky Chamber of Commerce

Kentucky Corn Growers

Kingdom of Callaway (Mo.) Chamber of Commerce
Koox County (111.) Farm Bureau

LaSalle County (111} Farm Bureau

Lee County (I1L) Farm Bureau

Little Rock Port Authority

Louisiana Assn, of Waterway Operators & Shipyards
Macon County (1i.) Farm Bureau
Marshall-Putnam (111.) Farm Burean

Mason County (111.) Farm Bureay

MeLean County (fil.) Farm Bureau

MeDonough County (111.) Farm Bureau

Menard County (I1L) Farm Bureau

Mercer County (11} Farm Bureau

MidCentral Illinois Regional Council of Carpenters
Minnesota Chapter of ASFMRA

Minnesota Corn Growers Association

Minnesota Grain and Feed Association

Mississippl Water Resources Association

Missouri Corn Growers Association

Missouri Levee & Drainage District Association
Mo-Ark Association

Montgomery County (I1L) Farm Bureau

Qgle County (L) Farm Bureau
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{llinois Biotechnology Industry Organization

Hiinods Corn Growers Association

Illinois Farny Burean

linois Fertilizer & Chemical Association

Hinois Grape Growers & Vintners Association
Illinois Seed Trade Association

Htinois Soc. of Prof. Farm Managers and Rural Appraisers
HHindis Soybean Association

Indiana Corn Growers Association

Indiana Soybean Alliance

International Union of Operating Engineers Local 513
fowa Corn Growers Association

Fasper County (HL) Farm Bureau

Jersey County (111.) Business Association

Red River Villey Association

RosedalesBolivar County (Miss.) Port Commission
Sangamon County (HL) Farm Burean

Shelby County (1) Farm Bureau

Southern Hlinois Builders Association

Southern Hinots Construction Advancement Program
Stark County Farm (11L) Bureau

Stephenson County (111} Farm Bureau

Ohio Corn Growers Association

Pacific Northwest Waterways Association (PNWA)
Paducah Area Chamber of Commerce

Peoria County (1IL) Farm Bureau

Perry County (JILY Farm Bureau

Pike and Scott County (1i1.) Farm Bureaus
Plumbers and Pipefitters Local 362 (81, Louis)

Port of Cincinnati, LLC

Port of Delcambre, LA

Port of Houston Authority

Board of Commissioners of the Port of New Orleans
Port of Pittsburgh Commission

Port of Portland (Oregon)

Port of Vancouver, WA

Rock Island County (I11.) Farm Bureau

Tennessee Cumberland Waterways Council
Tennessee River Valley Association
Tennsssee-Tombigbee Waterway Develop. Auth.
Tennessee-Tombigbee Waterway Develop. Council
Texas Waterways Operators Association

Texas Agri Women

Tri Rivers Waterway Development Assec,
Tri-State Development Swnmit

Tulsa Port of Catoosa

Twin Parish Port Comm.

Upper Mississippt Waterway Association

Upper Mississippi, 1linois & Missouri Rivers Assn.
Warrior-Tombigbee Waterway Association
Washington Couwrity (11) Farm Burean

Waterways Association of Pittsburgh

Whiteside County (IiL) Farm Bureau

Will County (Ii1.) Farm Bureau

Companies

Advantus Strategies, LLC

AEP River Operations

Ag-Land FS, Inc,

Agriservices Of Brunswick, LLC
Alter Barge Line, Inc.

American Commercial Lines
American Inland Ports, LLC
American River Transportation Company
Amberst Madison, Inc.

Artco Fleeting Service

B&G Towing LLC/Acme Marine LLC
Bayou Fleet Inc.

Bludworth Marine LLC

Blue Danube Incorporated

Bob Brackmann Farms

Brennan Marine, Inc

Brunswick River Terminal, Inc.
Buftalo Marine Service, Inc.

Bunge North America

C&C Marina Maintenance Company
Campbell Transportation Company

Holeim (US) Inc.

Ingram Barge Company

Inland Marine Service

The Integra Group, Inc.

J.AM. Marine Services, LLC
Kirby Corporation

K-Sea Transportation Partners LP
Lafayette Workboat Rentals, LLC
LeBeouf Bros, Towing, LLC
Magnolia Marine Transport Co.
Marathon Petroleum Company LLC
MARMAU, LLC d/b/a McDonough Marine Service
Marquette Transportation Company, LLC
Martin Marine

McNational Ine,

Mulzer Crushed Stone

Natures Way Marine, LLC

MNew Orleans Shipyard

Northern Partuers Cooperative
Nucor Steel Tuscaloosa, Inc,
Osterholt Farms



Canal Barge Company, Inc.
Cargill, Inc.

CF Industries Holdings, Inc.
CGB Enterprises, Inc.

Channel Shipyard Companies
CHS Inc.

Cincinnati Bulk Terminals, LLC
CITGO Petroleum Corporation
Clarkson Grain Company Inc.
Colusa Elevator

CONSOL Energy

Cooper T Smith

Deloach Marine

E.ONU.S.

Farm Credit Services of Illinois
FirstEnergy Solutions

Grain Processing Corporation
GROWMARK

Hartsburg Grain Company
Hodel Farms Inc.

Hines Furlong Line, Inc.
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Parker Towing Company
PowerSouth Energy Cooperative
Rentech Energy Midwest

Sause Bros., Inc.

Servco FS Cooperative

Smurfit Stone Container Corporation

T & T Marine Salvage, Inc.
Thomson, Rhodes & Cowie P.C.
Tidewater Barge Lines, Inc.
TPG Marine Enterprises, LLC
TradeWinds Towing LLC
Crounse Corporation

Trinity Marine Products, Inc.
Twomey Company

Turn Services, LLC

United Ocean Services

Upper River Services LLC
Valero Energy

Volunteer Barge & Transport Inc.
Vulcan Materials Company

The Waterways Journal, Inc.
Yager Materials, LLC
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INLAND WATERWAYS USERS BOARD
23" ANNUAL REPORT
TO THE
SECRETARY OF THE ARMY
AND THE

UNITED STATES CONGRESS
WITH APPENDIXES

AUGUST 20609

"Prompted by these obserbations, T conld not fielp taking a more contemplative
anly extenstie bietu of the bast inland nabigation of these &nited States, from
maps and the (ntormation of others; anl coull not but be struck toith the fmmrenge
diftusion anb importance of it, and Wwith the goodnegs of that Probidence, whith
bag dealt her faboes to ug go profuse & jand. ould to God tue map habe igdan
enough to improbe them.” ~

George Washington
From his letter to the Chevalier de Chastellux
ca 1783
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Inland Waterways Users Board Members

Chairman
Mr. Stephen D, Little

Crounse Corporation
Paducah, Kentucky

Vi irman

Mr. Daniel T. Martin

Ingram Barge Company
Nashville, Tennessee

Members

Mr. Richard Calhoun
Cargill Marine and Terminal, Inc.
Minneapolis, Minnesota

Mr. Larry R. Daily
Alter Barge Line, Inc.
Bettendorf, Iowa

Mr. Michael W, Hennessey
CONSOL Energy, Inc.
Monessen, Pennsylvania

Mr. Mark K. Knoy
AEP River Operations LLC
Chesterfield, Missouri

Mr. Tim Parker
Parker Towing Company, Inc.
Tuscaloosa, Alabama
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Vancouver, Washington
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Mr. W. Matthew Woodruff
Kirby Corporation
Houston, Texas
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Inland Waterways Users Board
23" Annual Report
August 2009

The Inland Waterways Users Board (the Board) is a Federal advisory committee established by
Congress under Section 302 of the Water Resources Development Act of 1986 (WRDA of
1986), Public Law 99-662 dated November 17, 1986, to make recommendations on construction
and rehabilitation projects on the inland waterways of the United States. This is the annual
report for 2009.

Excerpts from President Barack Obarma’s Memorandum for the Heads of Executive Departments
and Agencies, January 21, 2009.

Government should be participatory. Public engagement enhances the Government’s
effectiveness and improves the quality of its decisions. Knowledge is widely dispersed in society,
and public officials benefit from having-access to that dispersed knowledge.  Executive
departments and agencies should offer Americans increased opportunities to participate in
policymaking and to provide their Government with the benefits of their collective expertise and
information. Executive departments and agencies should also solicit public input on how we can
increase and improve opportunities for public participation in Government.

Government should be collaborative. Collaboration actively engages Americans in the work of
their Government. Executive departments and agencies should use innovative tools, methods,
and systems to cooperate among themselves, across all levels of Government, and with nonprofit
organizations, businesses, and individuals in the private sector. Executive departments and
agencies should solicit public feedback to assess and improve their level of collaboration and to
identify new opportunities for cooperation.

The Inland Waterways Users Board is currently working with representatives of the U. S. Army
Corps of Bngineers (the Corps) in an intensive ongoing effort to identify ways to improve the
Corps project delivery model. This working group is known as the Inland Marine Transportation
System Investment Strategy Team (IMTS Team). Broadly speaking, the IMTS Team will seek
to:

1) Identify ways to improve the project delivery system (more reliable estimates, better
contracting practices, improved project management, etc) in order t0 ensure that
future projects can be completed on time and within budget;

2) Develop a list of long-term capital needs for the inland navigation system, including
an objective methodology to prioritize those needs;

3) Develop reliable estimates for the costs of those system needs; and

4) Develop and jointly recommend a strategy to help ensure that those funding
requirements can be met with reasonable certainty and efficiency.
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It is the Board’s expectation that the IMTS Team’s final consensus-based recommendations will
reflect the team’s best thinking, unencumbered by any existing Corps policies or practices nor
constrained by current or past Administration positions.

Broken Business Model

The comprehensive review by the IMTS Team is necessitated because the present business
model is broken. As highlighted in previous Board reports and elsewhere:

» The design life of our locks and dams is generally 50 years. The majority of our locks
have exceeded that — many are more than 70 years old.

o The United States Maritime Administration projects dramatic growth of domestic freight
volumes, which will compound the congestion problems on the nation’s already
overcrowded highway system.

+ Enormous project cost overruns and delays in project schedules have greatly strained the
Inland Waterways Trust Fund balance. Meanwhile, the benefits foregone (by virtue of
not having the use of completed projects) continue to escalate,

¢ Project completion delays result, (at least in part) from a Federal budgeting and
appropriations model that provides funding in annual and often-insufficient increments
rather than a more relisble multi-year funding mechanism that would provide the
certainty needed to more efficiently contract and build these capital projects.

¢ In the not-too-distant past, projects (such as those authorized by the Water Resources
Development Act of 1986, P.L. 99-662) were completed within an average of 6.3 years
and with an average increase of 32.5% of authorized costs; compared to the present day
projects under construction that are more than double authotized amounts and require
more than 17 years to complete.

¢ Another truly startling example of the contrast between today’s project delivery
performance and yesteryear’s, is McAlpine Locks and Dam (Louisville, KY). The
recently dedicated 1200° lock chamber took 10 years to complete. The virtually identical
lock chamber sitting next to it was constructed in just 3 years {1958-1961).

Inland Navigation Stakeholders Call For A Review (The Selected Case Studies)

In June 2007, the inland navigation stakeholders requested the Corps undertake a review and
comparison of the cost escalation and schedule delays associated with three of the then-current
cost-shared inland navigation construction projects (Marmet Locks and Dam, Lower
Monongahela Locks and Dams 2, 3, and 4 and Olmsted Locks and Dam). The Corps agreed to
conduct such a review and completed and delivered the Selected Case Studies to the Board in
July 2008. The study revealed a number of principal reasons to help explain the enormous cost
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escalation. They include delay-caused inflation, government design changes, design omissions,
re-estimates and differing site conditions encountered during construction. The Corps estimates
the non-inflationary reasons account for about 61% of the cost growth on the Lower
Monongahela project and about 69% of the cost growth on the Olmsted project. The Corps
agrees that these findirigs highlight the need for process improvements in engineering,
construction and project management. The Board notes that in general, the private sector spends
far less time studying and building potential projects and completes their evaluation process with
a far more accurate assessment of the scope of work, site conditions and project cost. While the
Board is mindful that the Corps faces constraints and limitations not found in the private sector,
to the extent these constraints and limitations are costing the nation money without providing
offsetting value, they should be eliminated.

There is an inherent inequity in a process where two “partners” split project costs based on one
partner’s estimate, yet the other partner pays half of the escalating costs if the estimate proves
faulty. This inequitable arrangement provides no incentive to develop accurate cost estimates.

In fact, it may encourage lower estimates that improve project cost benefit ratios, which in tum
may cause one partner (in this case those paying the inland waterway fuel tax, not to mention the
general taxpayer) to proceed with projects that might otherwise have not advanced if a more
accurate cost estimate had been available.

The Selected Case Studies report also concluded that “less than optimal funding” accounted for
about 32% of the cost growth for two projects (Lower Monongahela and Olmsted) While the
Board applauds the Corps for its review, we believe that their estimated cost increases (while
dramatic) nevertheless understate the total cost of these increases. The Corps report identifies
the increases in terms of 2007 constant dollars, However, if the projects had been completed
carlier, as estimated, then the total construction costs would have been much lower because the
cost of construction materials was much cheaper. There were certainly ample Inland Waterways
Trust Pund dollars available in the mid-to-late 1990’s and early 2000’s. Barlier completion of
Olmsted and the Lower Monongahela projects would have produced significant construction cost
savings in addition to the fact that the nation would have benefited from the transportation cost
savings that were originally projected to be provided by the finished projects.

President Obama signed into law the American Recovery and Reinvestment Act of 2009 on
February 17%. The stated intent of the legislation was to stimulate recovery of the U. S.
economy.

For the Corps Civil Works Program, the Act included $4.6 billion in funding. Of that, $2.0
billion is for construction projects and $2.075 billion is for operations and maintenance activities
nationwide. Appropriations are also included for the Mississippi River and Tributaries (MR&T)
account and other accounts. Within the construction project category, at least $403.1 million is
allocated to inland waterway system lock and dam modernization projects. ngmﬁcantly, the
ARRA funding provided for the inland waterway lock and dam construction and major
rehabilitation projects does not require cost-sharing from the Inland Waterways Trust Fund,
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The Board took an active role in expressing its strong belief to Congress and to the Corps that the
inland navigation system's projects deserved to be considered as high priorities as decisions were
being made regarding the development of stimulus legislation and the subsequent allocation of
funds (see attached letters in Appendix 3). The Board is heartened by the ARRA funding that is
already allocated for inland construction projects. Although much more spending could be
justified, this is a significant sum that will further some much needed work. We commend the
Corps for their successful efforts within the Administration to demonstrate the urgent need for
these funds. We urge the Corps fo continue to expedite the expenditure of these funds in such a
fashion that will advance the completion dates of the projects.

The Path Forward

During the July 2008 Board Meeting Number 58 in Walla Walla, Washington, the Corps
reported on the findings contained in the Selected Case Studies report. The Corps acknowledged
shortcomings i d fitiniber 6f thgir current processes-and the need for-improvements.-Mr. Gary
Loew (Chief, Programs Integration Division, Corps Civil Works Directorate), also recommended
the Board should be more directly involved in the development of an improved project delivery
model. Thus, the IMTS Team was formed and it began the present effort.

‘The Board wishes to commend the Corps for its candor in acknowledging that changes are
needed, as well as for its vision to initiate the collaborative effort of the IMTS Team to develop a
long term, comprehensive, consensus-based strategy to better prioritize, manage and fund the
capital construction needs of our nation’s inland navigation system.

While the Board is acutely aware that the present low balance in the Inland Waterways Trust
Fund has slowed down needed work on projects, we are also certain that the failure of our
present project delivery moedel is not solely caused by a lack of sufficient Inland Waterways
Trust Fund dollars. Bssential systemic and policy chang&e must be addressed as we move
forward. Some of these needed changes will require shifts in the way government (Executive
Branch and Congress) operates. We will not resolve today’s praject delivery problems by
merely increasing the industry’s tax burden. If all we do is raise the industry’s taxes, then we are
destined to repeat today*s mistakes, albeit perhaps at a faster, more expensive pace. We are also
very mindful of the fact that history has shown that available trust fund balances have not always
translated into greater investments in desperately needed projects. In the recent past, projects
have languished while the trust fund balances increased. Even today, the balance continues to
grow in the Harbor Maintenance Trast Fund which was established to pay for maintenance of
port and harbor channels, even though many needed harbor maintenance projects remain
unfunded. This suggests to the Board that merely raising more revenue is not the answer, unless
it is coupled with dramatic process change at all levels of government.

Unfortunately, the constructive efforts which began with the initiation of the Selected Case
Studies and then followed by the IMTS Team efforts have been complicated by the distraction of
the Administration’s ill-conceived lockage fee proposal. This concept is devoid of any
persuasive basis in rational economic theory. Further, it contradicts a basic tenet held for the

4



122

past 200 years by nation’s waterways policy, which has long recognized that the benefits of the
entire system are not just local in nature, but inure to the nation as & whole.

The Board could point out more shoricomings of the lockage fee concept. However, to do so
might have the unintended effect of suggesting that it is an idea worthy of serious consideration.
Itis not.

The Board is quite mindful of the stressed economic situation faced by many of the carriers on
the inland waterways who are the payers of the taxes supporting the Inland Waterways Trust
Fund. The economic downturn has impacted virtually all carriers to some degree, many toa
profound degree. Many companies have boats and barges tied up anid employees laid off due to
the worst national economic conditions in seven decades. Doubling or tripling their tax burden,
however the tax is assessed, is not a good way to ensure the survival of these companies and
preserve the employment of their remaining workforces. Compared to rail and truck, inland
marine transportation is the most fuel efficient, clean and greenhouse gas friendly way to move
the nation’s.cargo.- We should be looking for ways.to incentivize more shippers to take
advantage of our existing waterways capacity rather than considering an inequitable tax regime
that will drive cargo to less efficient modes.

Collectively, the inland barge industry is a small industry whose ability to pay for the nation’s
lock and dam system is limited. Much of the industry is privately held, making financial
comparisons difficult, but an extrapolation of the operating revenues of the publicly traded barge
lines suggest that overall industry operating revenue is but a small fraction of the $54.6 billion
that the American Association of Railroads reported for America’s Class I railroads in 2007. A
question policymakers must address is whether it even makes sense to expect this industry to
fund half the cost of new construction and major rehebilitation projécts on our nation’s inland
waterways, much less bear half the price of the cost overruns resulting from inefficient
construction and ﬁmdmgpracttc&e on the part of the government. While our inland waterways
certainly benefit navigation and it is fitting for navigation to contribute to their future, there are a
host of non-navigation beneficieries who benefit from the existence of this infrastructure.
Funding decisions must recognize the reality of the industry’s small size and limited resources
and appreciate the significant economic and social benefits that accrue to the nation because of
barge transportation.

Recommendations

The Board strongly urges the development of a long term public policy that truly recognizes the
importance of our navigation system and adopts an investment policy that reflects that vision. A
comprehensive approach is urgently needed to outline the compelling national interest in the
funding and construction of our most environmentally friendly and economically efficient mode
of transportation. The Board believes that the efforts of the IMTS Team offer the best path to
this goal and that the Congress and the Administration should support the work of this team and
take no action until the team has had a xeasonable opportunity to complete its work and make its
recommendations.



123

As Congress and the Administration (as well as the IMTS Team) continue to reflect on how best
to fashion a workable policy that furthers these nationa! goals, the Board respectfully offers the
following observations and ideas for consideration.

Congress must provide adequate, uninterrupted funding for waterways projects to
eliminate the incfficiencies of start-and-stop construction that result from the current
“annual” appropriation method which often provides less-than-optimal amounts for
individual projects and is generally punctuated with continuing resolutions and other
uncertainties. Once we decide to commence a project, we cannot hope to complete it in
on time or on budget if adequate funding is not assured.

There must be continual improvement to the Corps project delivery model. The focus
should be on productive project management through full and efficient funding.

_ Projects currently under construction or almost ready to begin construction will require

approximately $7.0 billion fo complete. "If 6iié assumies curtent Intand Waterways Trust
Fund projected revenue levels, plus the current matching federal appropriation levels, it
will take more than 40 years to complete these projects.

In order to adequately address these capital needs, we must take a more creative
approach. Similarly, the Corps must take creative steps to efficiently manage the
construction process —on time and within budget.

By even the most generous of interpretations, construction costs and schedule delays for
some of the navigation projects (principaily Olmsted and Lower Monongahela) are
staggering. To date, 50 percent of these excessive costs have been borne by the industry.
That is enough. Going forward for both ongoing and future projects, the Inland :
Waterways Trust Fund cost shared project share should be limited to 50 percent of the
projects’ original Congressionally authorized amount, This will provide an incentive for
accurate cost estimating,

In recognition of the multiple non-commercial navigational beneficiaries of the inland
waterways system and the many benefits of barge transportation, the allocation of costs
between the inland towing industry and the Federal government should be adjusted. For
example, the dam portion of project costs should be excluded from the Inland Waterways
Trust Fund cost sharing formula. Also, Inland Waterways Trust Fund cost sharing of
lock and dam major rehabilitation projects provides a financial incentive to defer
maintenance to the point a “major rehabilitation” is required for continued operation of a
facility, The decision to allow Inland Waterways Trust Fund contributions for major
rehabilitation projects should be rescinded.

Policymakers should re-evaluate current cost sharing requirements. Is it sensible to rely
upon one very small industry to match dollar-for-dollar the Federal government’s capital
investment in our Nation’s inland waterways infrastructure, given the vast environmental
and societal benefits provided by the inland waterways system?
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Because this annual report is being issued as Congress progresses towards a conference on the
FY 2010 Energy and Water Development Appropriations bill, the recommendations contained in
Table 1 were formulated with a view towards the status of Congress® action to date. These
recommendations also reflect the Board's recognition that significant funding is being provided
through FY 2010 for inland waterways modemization projects pursuant to the ARRA funding,

Table 1. Inland Waterways Users Board Priority Projects

Recommended R Economic
Name Funding FY 2010 States Directly | mpact To Bach
{$million) Impac State
PRIORITY CONSTRUCTION and MAJOR REHABILITATION PROJECTS
-Olmsted Locks-and Dam, $109.79 LA, KY;-0H, WV, IL, | 90 million tons, -
Illinois and Kentucky IN, PA, TN, MO, AR, | valued at$18.8
{Const) TX,MS, AL, FL, 1A, | billion serving
OK, MN, WL KS,NE | 20 states
Monongahela River Locks $6.21 PA, WV, OH, KY, IN, | 20 million tons
and Dams 2, 3, and 4, IL,MQ, TN, LA, AR, | valuedat$1.6
Pennsylvania (Const) MS, AL, TX, OK, IA | billion serving
_ 15 states
Kentucky Locks and Dam, $1.0 TN, KY, IL, LA, WV, | 32 million tons
Kentucky (Const) PA,IN, OH, MO, AL, | valied at $4.5 -
MS, AR, IA, TX, MN, | billion serving
WL OK, FL,NE, KS | 20 states
Markland Locks and Dam, $1.0 KY, LA, OH, WV, IL, | 53 million tons
Kentucky (Major Rehab) IN, PA, TN, MO, AR, | valued at$13.2
TX,MS, AL, FL, 1A, | billion serving
OK, MN, WI 18 states
Bmsworth Locks and $25.0 PA, WV, OH, KY, IN, | 21 million tons
Dam, Ohio River, IL,MO, TN, LA, AR, | valuedat$2.3
Pennsylvania (Dam Safety MS, AL, TX, OK,IA | billion serving
Static Instability) . at Jeast 15 states
Tnner Harbor Navigation $0.0 LA, MS, AL, FL, TX, | 13 million tons
Canal Lock, Louisiana AR, TN, MO, KY, IL, | valued at over
(Const) IN, OH, WV, PA, 1A, | $8.4 billion for
1 MN 16 states
Chickamauga Lock and $15.0 TN,KY, AL, IN, WV, | 1 million tons
Dam, Tennessee River, PA,LA, AR, TX, MO, | valued at $373
Tennessee (Const) IL,0K million serving
12 states
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Recommended , Economic
Name Funding FY 2010 States Direetly | 1mpact To Bach
($million) pac State
Lower Mopumental Lock, $6.74 WA, OR, ID, MT,ND | 3.3 million tons
Lower Snake River, valued at $880
‘Washington (Const) million serving
S states
John T. Myers Locks and $0.0 TN, KY, IL, LA, WV, | 70 million tons
Dam, Ohio River, Indiana PA, IN, OH, MO, AL, | valued at $15.5
and Kentucky (Const) MS, AR, IA, TX, MN, | billion serving
W1, OK, FL 18 states
PRIORITY PED PROJECTS and STUDIES
Upper Mississippi River $9.0 LA, MO, IL, IA,MN, | 117 million tons
and Tllinois Waterway WLKY, AL, TN, TX, | valuedat$27
Navigation, Illinois, Jowa, WV, IN, PA, OH, MS, | billion serving
Minnesota, Missouri, and KS,NE 18 states
Wisconsin (NESP) (PED)
Greenup Locks and Dam, $1.0 TN, KY, IL, LA, WV, | 60 million tons
Ohio River, Kentucky and PA, IN, OH, MO, AL valued at $13.5
Ohio (PED) MS, AR, 1A, TX, MN, | billion serving
WLOK, FL 18 states
Bayou Somrel Lock, $1.24 TX, LA, MS, AR, OK, | 23 million tons
Intracoastal Waterway, TN, KY, MO, IL,IN, | valued at $15.7
Louisiana (PED) OH, WV, PA, IA,MN | billion serving
at least 15 states
Calcasieu Lock, $1.0 TX, LA, MS, AL FL, | 38 million tons
Intracoastal Waterway, AR, OK, TN, KY, MO, | valued at $30.6
Louisiana (Study) IL,IN,OH, WV, PA, | billion serving
1A, MN at least 17 states
Upper Ohio River $1.7 PA, WV, OH, KY, IN, | 21 million tons
Navigation, PA (Study) IL, MO L LA, AR, valued at $2.3
S, AL, TX, OK,IA | billion serving
at least 15 states
Gulf Intracoastal $0.2 X 28.5 million
Waterway (GIWW) High tons valued at
Island Realignments, $25.3 billion
Texas (Study)
Total for All Projects $178.88
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Appendix A
History

The Inland Waterways Fuel Tax was established to support inland waterway
infrastructure development and rehabilitation. Commercial users are required to pay this tax on
fuel consumed in inland waterway transportation. Revenues from the tax are deposited in the
Inland Waterways Trust Fund and fund 50% of the cost of inland navigation projects each year
as authorized. The amount of tax paid by commercial users is $.20 per gallon of fuel. This tax
rate generates approximately $85 million in contributions annually to the Inland Waterways
Trust Fund.

Reflecting the concept of “Users Pay, Users Say”, the Water Resources Development Act
of 1986 (Public Law 99-662) (“WRDA ‘86™) established the Inland Waterways Users Board (the
“Board™), a federal advisory committee, to give commercial users a strong voiee-in-the
investment decision-making they were supporting with their cost-sharing tax payments. The
principal responsibility of the Board is to recommend to the Congress, the Secretary of the Army
and the U.S. Army Corps of Engineers the prioritization of new and replacement inland
pavigation construction and major rehabilitation projects.

11
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endix B

List of the Fuel Taxed Inland and Intracoastal Waterways and System Map

Statutory Definitions of Inland and Intracoastal Fue! Taxed Waterways of the United States

SOURCES: Public Law 95-502, October 21, 1978, and Public Law 99-662, November 17,
1986.

1. Alabama-Coosa Rivers: From junction with the Tombigbee River at river mile (bereinafter
referred to as RM) 0 to junction with Coosa River at RM 314,

2. Allegheny River: From confluence with the Monongahela River to form the Ohio River at
RM 0 to the head of the existing project at East Brady, Pennsylvania, RM 72.

3. Apalachicola-Chattahoochee and Flint Rivers (ACF): Apalachicola River from mouth at
Apalachicola Bay (intersection with the Gulf Intracoastal Waterway) RM 0 to junction with
Chattahoochee and Flint Rivers at RM 107.8. Chattahooches River from junction with
Apalachicola and Flint Rivers at RM 0 to Columbus, Georgia at RM 155 and Flint River, from
junction with Apalachicola and Chattahoochee Rivers at RM 0 to Bainbridge, Georgia, at RM
28.

4. Arkansas River (McClellan-Kerr Arkansas River Navigation System): From junction with
Mississippi River at RM 0 to Port of Catoosa, Oklahoma, at RM 448.2.

5. Atchafalaya River: From RM 0 at its intersection with the Gulf Intracoastal Waterway at
Morgan City, Louisiana, upstream to junction with Red River at RM 116.8.

6. Atlantic Intracoastal Waterway: Two inland waterway routes approximately paralleling the
Atlantic coast between Norfolk, Virginia, and Miami, Florida, for 1,192 miles via both the
Albemarle and Chesapeake Canal and Great Dismal Swamp Canal routes.

7. Black Warrior-Tombigbee-Mobile Rivers: Black Warrior River System from RM 2.9, Mobile
River (at Chickasaw Creek) to confluence with Tombigbee River at RM 45. Tombigbee River
(to Demopolis at RM 215.4) to port of Birmingham, RM's 374-411 and upstream to head of
navigation on Mulberry Fork (RM 429.6), Locust Fork (RM 407.8), and Sipsey Fork (RM
430.4).

8. Columbia River (Columbia-Snake Rivers Inland Waterways): From the Dallesat RM 191.5 10

Pasco, Washington (McNary Pool), at RM 330, Snake River from RM 0 at the mouth to RM
231.5 at Johnson Bar Landing, Idaho ’

13
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9. Cumberland River: Junction with Ohio River at RM 0 to head of navigation, upstream
to Carthage, Tennessee, at RM 313.5.

10. Green and Barren Rivers: Green River from junction with the Ohio River at RM 0 to
head of navigation at RM 149.1.

11. Gulf Intracoastal Waterway: From St. Mark's River, Florida, to Brownsville, Texas,
1,134.5 miles.

12. Illinois Waterway (Calumet-Sag Channel): From the junction of the Illinois River

with the Mississippi River RM 0 to Chicago Harbor at Lake Michigan, approximately
RM 350. ‘

13. Kanawha River: From junction with Ohio River at RM 0 to RM 90.6 at Deepwater,
West Virginia.

14, Kaskaskia River: From junction with Mississippi River at RM 0 to RM 36.2 at
Fayetteville, Itlinois. ’

15. Kentucky River: From junction with Ohio River at RM 0 to confluence of Middle
and North Forks at RM 258.6.

16. Lower Mississippi River: From Baton Rouge, Louisiana, RM 233.9 to Cairo, Hlinois,
RM 953.8.

17. Upper Mississippi River: From Cairo, Illinois, RM 953.8 o Minneapolis, Minnesota,
RM 1,8114.

18. Missouri River; From junction with Mississippi River at RM 0 to Sioux City, Iowa,
at RM 734.8,

19. Monongahela River: From junction with Allegheny River to form the Ohio River at
RM 0 to junction of the Tygart and West Fork Rivers, Fairmont, West Virginia, at RM
128.7.

20.- Ohio River: From junction with the Mississippi River at RM 0 to junction of the
Allegheny and Monongahela Rivers at Pittsburgh, Pennsylvania, at RM 981,

21. Ouachita-Black Rivers: From the mouth of the Black River at its junction with the
Red River at RM 0 to RM 351 at Camden, Arkansas.

22. Pear] River: From junction of West Pearl River with the Rigolets at RM 0 to
Bogalusa, Louisiana, RM 58.

23. Red River: From RM 0 to the mouth of Cypress Bayou at RM 236.

14
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24. Tennessee River: From junction with Ohio River at RM 0 to confluence with
Holstein and French Rivers at RM 652.

25. White River: From RM 9.8 to RM 255 at Newport, Arkansas.

26. Willamette River: From RM 21 upstream of Portland, Oregon, to Harrisburg,
Oregon, at RM 194,

27. Tennessee-Tombigbee Waterway: From its confluence with the Tennessee River to
the Warrior River at Demopolis, Tennessee

15



133

The Fuel-Taxed Inland and Intracoastal
Waterway System
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Appendix C
Letters from the Board to Senator James M. Inhofe and Mr. Gary A. Loew

17



135

18



136

mmmm
Waslington, 0.0, 105144000 {CECWF}

November 1, 2008

Dest Rasking Meniber Inhofe:

lnmummormmwmvmmwm
independent federal connnittes sppointed by tha Secretary of the Ary. The
mxmummumnmnmmumbmmm
mww

Staten,
States our predecessoss tad the courage wwhmmwm
of looks xnd damas, The retuns 1o the comntry has fir excoedod expectations. The boitom
Tine a this has boen & good investmeht,

The chaliengs Yo Boand members is t0 prioritize projects for consauction that yicld the
grostest relurn 10 the clitzens of the United States of Amaxdca, By nature these projects
ars massive construction ste ropincing struotuces that have
outlived thele orlglnally engloessd ofsm Mmy Bctors sre
covironmontal concerns, safely fo the publio navigation industry, pre-enginsering
sncd deslgn thine, snd constenction thne, to name s fow.

memmmgumwmmwmm
ot

- ‘;:m-%“ criteris obosen, thers sre 16 10 18 projects
suthorived by Congress sod vetted Corps of Bagineers awaltan
sppropriation to begin or the construction R Sock studies

bave
Mmhmﬁwanmmm Mmmmmw
b and dam modersization projects slready undecway walting tn tbnmuuww

“The May 2008 Inland Waterways Usors Board 22™ Anmusl Report To The Secrotary of
mmummswc«:wu atated:

A Faders! e Welee wet

19



137

INLANS WATERWAYS TEERS BOARD
© Whshington, D.0. 233141000 (OROWR

MM«mmwwwmmmm
mu Ba Influential ln oconomic recovery. Jobs are being cremizd ax a
result of ths projects being adegiintely frnded. Investment means Jobs and sttmuslates
% economy.”

Congrees snd the Administeation recogaize the of the lnlsad wataeosys
mummummwmmwmm

o finsd 14.Inland watorwray systen dun major
- Whﬁ!&dﬁmhhh&%ﬁm p and
ater Davelopment were spproved Honwe sod Senste

Conmittens, but were 5ot conridered on the floor of vither chasber prior
to tha pre-claction recses, fhading fr all the

‘was supported by elther tho Hotes o

Conmiitons. Two sdditlonal projects wace xdded in ove or the otber
Coanmittoe bringlng thetotal of Tock and dams

Estisnates for axpeaditures on these 16 Lock sod dem moderateation projects could

Mammwswummmmmx

¥Y2000 iatione Tevets to g e % tated

the projeots. I sddition anoth mgmmwm

WMmumwmm osintonanos
the sysharts, The total economio stintwius amovnt: $1.5-52.0

naded for both fock and des O8M should be provided in the
scononsio siimbhie bl at full foders! dxp expedite this & ant indand weterway
asvigation systons. ‘work.

WeWWMMuMhuwo{ﬂm&mm
mhummmhmm«mw«wmm
ristion's river system,

Arston y e £4 Wisiae ]

20



138

EOLANS WATENWAVE DSERS BOARD
Wishinghor, 0.0, 30¥14-1008 {ORGW-F) -
tmww”!&:*""“w'"

Mr. Stophes D, it T ”MJW
Crounss Cozpocetion ‘ Nashville, Tennesmen
N . Donne Ot ! Mr. Tim Pasker
- Paker Towing Company,
CONSOL Energy Tuscslooss, Alsbame
Vie, Wi Woodeult
Comporation

Kitby
Housica, Texss
. Aol w08

21



139

Navigation System and the Corps of Baginosrs should seize that apportalty.

‘The Usess Boaxd stands resdy 1o acoept the lavitation wo hod iz ©
pazticipate o the review of these paojects as the Coge determings ks floal of
resoumes. 'We intesprot thls fuvieacion ss a signat that the Coups Is mady %o work with the
Usexs Hoard b s substastive and not Just perfienciory mannes.

Very tly youss,

ce: Genenal Temple

et 1008

I TSP A2 00 K 42:92 6MR-92-833



140

22°d "wu0L

1nland Waterways Users Board Mombers
2008
Mambers:
Chalmag Vise Chajonen
M. Royoe C. Wiken Mr. Omihnh‘?u
Portend, Oregon
r, Rick Calioen Mir. Goeaid Seukios
Cuugiti Macing pad Terminal, Inc. Ursa Farmos Coopertive
Un, Tiinols
2”2«9/?%& Denind T, pwndie
m.swgn.um Mir. Dariiel T. MatSo
oy Nedolie, Tounoets
"
te) st T Sody
mw%mo‘rh mm
Bilzabeth, Premsylvanis o
@.mﬁm
Houston, Texas
2d  22tr I8P LT o 2190 G-

23



141

STATEMENT OF MICHAEL J. TOOHEY
PRESIDENT AND CEO
OF
WATERWAYS COUNCIL, INC.
BEFORE THE
SUBCOMMITTEE ON WATER RESOURCES AND ENVIRONMENT
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
UNITES STATES HOUSE OF REPRESENTATIVES

“The Economic Importance and Financing Challenges of Recapitalizing the
Nation’s Inland Waterway Transportation System”

September 21, 2011

Mr. Chairman and Members of the Subcommittee:

I am Mike Toohey, President and CEO of Waterways Council, Inc. (WCI). WCl is the
national public policy organization advocating a modern and well-maintained system of ports
and inland waterways. Our membership consists of over 250 waterways carriers, shippers, port
authorities, shipping associations, and waterway advocacy groups from all regions of the
country.

Mr. Chairman, the inland waterways system is one of this country’s greatest assets. In
fact, that system has been recognized as a matter of fundamental Pederal responsibility and
stewardship since the earliest days of our country’s existence. In advocating for the U.S.
Constitution’s adoption, James Madison (in the Federalist No. 14) spoke of the general
commercial advancement of the country, in furtherance of which “an interior navigation on our

eastern side will be opened throughout, the whole extent of the thirteen states.” Alexander
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Hamilton (in the Federalist No. 11) plainly pointed out that, without a Federal governing power,
commercial “intercourse would be fettered, interrupted, and narrowed by a multiplicity of
causes...”. Almost immediately after our U.S. Constitution was approved, one of the initial
actions of the first Congress was enactment of legislation providing for Federal upkeep of the
Nation’s navigational aids. Twenty-five years later, the U.S. Supreme Court ruled definitively in
its landmark Gibbons v. Ogden decision that “the power of Congress comprehends navigation,

within the limits of every State in the Union...”. And, since Gibbons, the Supreme Court has

repeatedly upheld this preeminent need for, and role of, the Federal Government to, as it
discussed in an 1883 case, “...improve the navigation of rivers by dredging and cleaning them,
and making new channels and jetties, and adopting every other means of making them more
capable of meeting the growing needs and extending demands of commerce.”

And, so for over 200 years, our river system has facilitated the affordable, reliable and
environmentally friendly transportation of the building blocks of our economy. It has allowed the
Tow cost movement of large bulk commeodities in an efficient and timely manner. In fact, a recent
study by the Texas Transportation Institute (TTI) found that river transportation is the most
energy efficient way to move coal, grain and other agricultural commodities, iron, steel,
aggregates, petroleum and chemical products. River barges can move one ton of cargo 576 miles
per gallon of fuel. A rail car would move the same amount of cargo 413 miles, while a truck
would move the same cargo only 155 miles. The TTI study also found that it would require 216
rail cars, or 1,050 large tractor-trailer trucks, to move the same volume of cargo that a typical 15
barge tow can move on the river system. Clearly, our roads and highways would be even more

congested if this huge volume of cargo was not moving by water.
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Environmentally, the TTI study showed that inland barge transportation produces far
fewer emissions of carbon dioxide for each ton of cargo moved than trucks or railroads. When
comparing emissions per ton-mile, TTI calculated that transportation by rail emits 39% more
carbon dioxide, and transportation by truck emits 371% more carbon dioxide, than transportation
by inland barge.

Mr. Chairman, our inland waterways system includes approximately 12,000 miles of
commercially navigable channels and 238 locks at 192 sites throughout the country. Commerce
from at least 38 states regularly moves on this system, and it is particularly critical to the
Nation’s heartland, the Pacific Northwest, the Southwest, and Southeast regional economies.
Our waterways transport more than 44% of the Nation’s grain exports, about 22% of domestic
petroleum and petroleum products, and 20% of the coal used in electricity generation. Every
year, approximately 600 million tons of waterborne commerce transit the inland waterways, a
volume equal to about 16% of ail intercity freight and valued at nearly $70 billion. If that amount
of cargo did not move by water, it would require an additional 58 million truck trips to transport
all of that traffic on the Nation’s already-congested highways. Needless to say, the negative
economic and environmental impacts from such a result would be severe.

Mr. Chairman, despite all of these advantages, our inland waterways infrastructure is
suffering and in need of immediate modernization. More than half of the 238 locks in our system
are over 50 years old and have exceeded their economic design lives. Over the past decade, we
have seen critical lock failures and significant unscheduled down time at locks across the system.
In 2007, for example, the Corps of Engineers reported that locks were unavailable 95,877 hours
for scheduled repairs, 42,530 hours for unscheduled repairs, and 19,023 hours for unscheduled

mechanical breakdowns — totaling 157,430 hours or 6,560 days of down time across the system.



144

And the situation is worsening each year. That is simply unacceptable. If this situation persists, it
threatens to erode the very fabric of our inland waterways system. WCI is dedicated to
preventing that outcome.

In order to fully understand the crisis confronting the inland waterways, it is useful to
understand how the system is currently financed. With the enactment of the Water Resources
Development Act of 1986 (WRDA 1986), operation of the Inland Waterways Trust Fund
(IWTF) was modified to support modernization of the inland waterways system, beginning with
seven new lock and dam projects authorized in that landmark legislation. The barge industry
pays a $.20/gallon diesel fuel tax into the IWTF, which today generates between $70-to-$90
million annually. A cost-sharing formula was established under which one-half of the WRDA
1986 project construction costs were to be paid from the IWTF and the balance from general
revenues. WRDA 1986 also created the Inland Waterways Users Board (IWUB) to advise
Congress and the Secretary of the Army about inland waterways system priorities and spending
levels.

For a period of time beginning in 1993 and continuing into the early part of this century,
a surplus developed in the IWTF, peaking at $412.6 million in 2002. Through the cooperation of
the Congress, the Administration, WCI and others, this surplus was spent down on key inland
infrastructure projects so that today the surplus is essentially gone. The modernization needs of
the system, however, remain great and far exceed the annual IWTF revenues.

Mr. Chairman, let me address the most glaring example of the deficiencies of the current
system. The Olmsted Lock and Dam project (which you recently visited) is located on the Ohio
River bordering Illinois and Kentucky. It was originally authorized by Congress in 1988 at a cost

of $775 million with a projected 12 year construction period. More tonnage passes through this
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point than any other place on America’s inland navigation system. In 2008 alone, $17 billion of
cargo transited this portion of the Ohio River. One-third of the coal shipped on the inland
waterways moves through this part of the system on its way to the more than 50 power plants
located along the Ohio River. The Olmsted Lock and Dam is designed to replace the antiquated
Locks 52 and 53 in the same vicinity with a single facility consisting of twin 100 foot x 1200
foot lock chambers and a submersible dam. Because of the cost-share formula, 50% (or $387.5
million) of this original authorization and any increases are shared by the IWTE. Unfortunately,
the cost for the Olmsted project, the construction of which is far from complete, has bailooned to
$2.1 billion 26 years later. And, just in the past month, the Corps of Engineers has advised
stakeholders that the cost of the Olmsted project is due to change “significantly” yet again. So,
even before we know the exact magnitude of the latest change, which we understand to mean
“increase”, the cost of this project has tripled with the completion date nowhere in sight. When
we learn the full dimensions of this cost increase, it may be necessary to reevaluate the future of
the Olmsted project and to consider the viability of other alternatives. In any event, the Olmsted
project, together with numerous other similar projects throughout the inland system, underscore
the notion that the business model for financing navigation projects in this country is seriously
broken.

Mr. Chairman, we are not alone in our concern about the state of our inland waterways
infrastructure. A recent Des Moines Register editorial stated: “On the Upper Mississippi, which
is particularly important for Towa and other Midwestern states, the locks and dams that enable
river navigation are long overdue to be replaced. This country’s ability to move exports and
imports quickly and efficiently will be lost if river navigation is not maintained and expanded.

That would have serious economic implications.” And, the Huntington West Virginia Herald-
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Dispatch opined: “Unfortunately, the maintenance of the waterways and the deterioration of the
locks and dams that connect them is reaching a crisis level.” I have attached copies of these
editorials (as Exhibit 1) and I could quote from many more observers who have decried the
current state of our inland waterways system and the looming disaster that we face as a country if
we do not find a solution to this problem in the near future.

It is clear that the current financing model is providing for only minimal improvements to
a few components of the system and will not generate the funding necessary to fully modernize
that system. As Steve Little, former Chairman of the IWUB, will address in more detail in his
testimony, the IWUB engaged in an intensive 18 month process with the Corps of Engineers to
develop the Capital Development Plan (CDP), a proposal to reform the Corps’ project delivery
system and to provide an affordable funding mechanism to modernize our inland waterways
infrastructure over a 20-year period. The CDP includes a project-by-project cost-sharing cap to
provide protection to the IWTF from unreasonable cost escalations and project delays. It also
proposes developing a more reliable project cost estimate process to allow for effective
management of projects within the identified cost estimates and schedules.

Mr. Chairman, WCI and its members believe that, in the interest of helping our economy
today as well as advancing the Nation’s economic competitiveness for the future, the right 20-
year inland waterway investment plan must achieve a number of objectives. In that regard, we
respectfully request the Subcommittee to move legislation in the maritime title of the
transportation reauthorization bill or the next Water Resources Development Act (WRDA)
reauthorization that would:

e provide additional revenues to the IWTF in a reasonable and supportable fashion,

possibly through user fees assessed in a fair and equitable manner;
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e prioritize the Nation’s investments in modemizing the inland waterways system
infrastructure using sensible, objective decision criteria;

s recognize and account for the multiplicity of beneficiaries of the system, only one of
which is the barge industry;

¢ protect the commercial users that cost-share the construction of these projects from
unreasonable project cost escalation and delay;

» provide a clear delineation of what is and what is not a recapitalization project; and

» improve the internal procedures and project delivery performance of the Corps of

Engineers so that these projects more often will be completed on time and within budget.
The CDP would meet all these objectives in our opinion. We commend this plan to you and
your Subcommittee, and we hope it will receive your strong support. The CDP has been
endorsed by over 200 organizations from all across the country, including ports, agriculture
groups, inland waterways cartiers, labor organizations, conservation and environmental groups,
the National Association of Manufacturers, and the United States Chamber of Commerce. A list
of all of the supporters of the CDP is attached as Exhibit 2.

Mr. Chairman, we face a critical time in the history of the waterways in America. It is
imperative that we modernize the vital infrastructure supporting commerce on our inland
waterways. There are numerous projects that are fully authorized and ready for construction to
commence or continue. In this sluggish economy where the unemployment rate is over 20% for
construction workers, these projects can put thousands of people to work right away. And, these
projects, once completed, will provide billions of dollars of activity for the American economy.
The President has called for the doubling of exports from the United States in the next five years.

If we do not properly invest in the waterways of this country, it will be impossible to achieve that
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worthy goal. It is gratifying to see that the President included investments in waterways
infrastructure in his American Jobs Act that he recently sent to Congress. We look forward to
working with the Administration and this Subcommittee to take the necessary steps to
recapitalize our Nation’s inland waterways system.

Mr. Chairman, I appreciate the opportunity to appear before you today and am prepared

to answer any questions that you or any Members of the Subcommittee may have.
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December 19, 2010, Editorial, Des Moines Register

Maintain Mississippi waterway
infrastructure

The nation got another reminder last week of the consequences of neglecting the
foundation of a strong economy. There soon may not be enough federal money to keep
Mississippi River channels open for moving cargo ships, according to a story in the Wall
Street Journal.

The looming shortage of funds needed by the U.S. Army Corps of Engineers to maintain
dredging operations on the Lower Mississippi is bad news. America's ability to compete
globally will be crippled if ships and barges cannot make it to ports. But that's only half
the story: On the Upper Mississippi, which is particularly important for lowa and other
Midwestern states, the locks and dams that enable river navigation are long overdue to
be replaced. This country's ability to move exports and imports quickly and efficiently
will be lost if river navigation is not maintained and expanded. That would have serious
economic implications.

The federal government faces many financial challenges right now, but rebuilding the
nation’s infrastructure must be made a top priority once this recession ends. That
infrastructure includes runways and air-traffic control for airlines, treatment plants for
drinking water and sewage, highways and bridges for trucks and cars, and transmission
lines for moving electricity.

The infrastructure that enables river navigation is especially important to lowa, which
ships 260 million bushels of corn by barge on the Mississippi annually to the Gulf for
export. It's estimated 60 percent of all U.S. export grains move by barge on the nation's
12,000 miles of inland waterways.

Many rivers require locks and dams and regular dredging to create deep channels for
barges and ocean-going cargo ships.

The locks and dams on the Upper Mississippi - north of the Ohio River - passed their
prime long ago. Many of these structures were built in the 1930s, and besides needing
to shut down for frequent repairs that cause costly congestion, the locks are too short
for modern barge tows that can stretch 800 feet. The Corps of Engineers has a plan for
rebuilding the Mississippi locks and dams, with about half the cost coming from the
barge industry and the other half from general federal tax revenues. The barge industry
has supported an increase in the diesel fuel tax it pays. But Congress has not approved
funding for the project.



151

Some environmental groups, including Audubon and the Nature Conservancy, support
the Corps' plan, which includes rebuilding Mississippi wetlands and wildlife habitat. But
the Izaak Walton League and other groups say the plan shifts too much of the cost to
taxpayers rather than the barge industry. The Corps of Engineers - funded with federal
tax dollars - pays for roughly 90 percent of river navigation maintenance costs, but the
cost of lock-and-dam construction projects is split 50-50 between the industry and the
Corps.

Barges are not the only beneficiaries of river infrastructure, however: Mississippi dams
create economic-development opportunities, hydroelectric power generation and
recreational boating, which benefit adjoining cities and states. Still, the barge industry
should pay a fair share of the cost of building and maintaining this system. It's not yet
clear what the right amount should be, but in principle Congress should not subsidize
one mode of transportation more heavily than its competitors - namely truck and rail.

Whatever the proper balance, Congress should find it and give the Corps of Engineers
sufficient money to move ahead with rebuilding the Upper Mississippi locks and dams,
and dredging to the south. The economies of the Midwest, and the nation, depend on it
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HUNTINGTON, WEST VIRGINIA Herald-Dispatch
OPINIONS

Editorial: Congress needs to reinvest in
waterway systems

May 21, 2011 @ 11:00 PW
The Herald-Dispatch

Even in a riverfront region such as ours, many of us do not fully realize the importance of our
nation's waterways to the local and national economy.

We see the barges going up and down the Ohio, Big Sandy or Kanawha rivers, and we may have
read something about the Port of Huntington being the nation’s busiest inland port. But unless you
are involved in the coal industry or the shipping business, you may not understand the role those
barges play in getting America's goods to market.

In short, it's huge.

The 12,000 miles of river waterways across our country carry about $70 billion in goods each year.
That includes coal from our region, grain from the Midwest and a range of other cargo from
chemicals to iron and steel.

Moving those commodities by rail or truck is not practical in some cases, and it would also cost more
and take a greater toll on the environment. For example, the goods shipped on one 15-barge tow
would require 216 rail cars and six locomotives or 1,050 fractor trailer trucks, according to the
National Waterways Foundation.

That's more fuel, more people, more emissions and more cost.

So, our river systems play a big part in allowing our industries to compete nationally and globally.
They also provide tremendous recreational, development and environmental benefits to all the
communities along the way.

Unfortunately, the maintenance of the waterways and the deterioration of the locks and dams that
connect them is reaching a crisis level.

Just last year, barges backed up along the Ohio River when mechanical problems closed the
Greenup Locks and Dam in Kentucky. And similar problems are becoming commonplace with the
aging of the 240 locks across the country operated by the Corps of Engineers.



153

Half of these facilities are more than 50 years old, and the maintenance and replacement projects
meant to keep them going are as backed up as the barges on the Mississippi this month. Current
funding might get six of these projects done over the next 20 years, but the Corps has identified
dozens of critical projects that need to be completed soon.

For all those reasons, a coalition of waterways supporters is pushing the Inland Waterways Capital
Development Plan, which would prioritize the completion of key projects and develop a funding
system to get the work done.

The plan would commit about $7 billion over the 20-year period, which would cover 25 priority
projects, including work at Greenup and the Marmet Locks and Dam in Belle, W.Va. The barge
industry is volunteering to accept a 30-40 percent increase in the tax it pays into the project fund,
and the list of supporters includes a broad mix of industry, agricultural and environmental groups.

The plan also would require a commitment of about $270 million per year from the federal
government, and of course, this is a very difficult time for Congress to look at additional spending.
However, that is much less than the federal support for aviation and highways systems. Florida just
rejected $2.4 billion in high-speed rail grants.

Even in tough times, it is important to invest in critical needs, especially for a transportation system
with a proven track record. A comprehensive plan to maintain U.S. waterways has been on hold too
long, and Congress needs fo act soon.



154

EXHIBIT 2




155

Supporters of the
Inland Waterways Capital Development Plan

National Organizations

The American Waterways Operators

Waterways Council, Inc.

National Waterways Conference, Inc.

National Corn Growers Association

National Council of Farmer Cooperatives

National Grain and Feed Association

National Mining Association

North American Equipment Dealers Association
Steel Manufacturers Association

The International Propeller Club of the United States
United Association of Plumbers, Fitters, Welders and Service
Technicians

National Association of Manufacturers

National Audubon Society

American Agri-Women

American Land Conservancy

American Soybean Association

Dredging Contractors of America

Inland Rivers Ports & Terminals, Inc
International Liquid Terminals Association

U.S. Chamber of Commerce

United Brotherhood of Carpenters

State, Regional, and Local Organizations

Alabama State Port Authority

Association of Tennessee Valley Governments

Bond County (Ii1.) Farm Bureau

Boone County (IiL.) Farm Bureau

Bureau County (I11.) Farm Bureau

Calthoun County (Il1.) Farm Bureau

California Marine Affairs & Navigation Conf. (CMANC)
Carpenters' Dist. Council of Greater St. Louis and Vicinity
Carrol} County (fl1.) Farm Bureau

Chemical Industry Council of Hlinois

City of Pittsfield, L.

Clark County (111.) Farm Bureau

Coalition of Alabama Waterway Associations, Inc.
Cook County (IiL.) Farm Bureau

Coosa-Alabama River Improvement Association, Inc.
DeWitt (Mo.) Drainage and Levee District

DeWitt County (111.) Farm Bureau

Show-Me-State Black Ducks Chapter, Ducks Unlimited
DuPage County (1ll.) Farm Bureau

Effingham County (1ll.) Farm Bureau

Farm Resource Center

Grain & Feed Association of Iilinois

Great River Economic Development Foundation
Greene County (I11.) Farm Bureau

Gulf Intracoastal Canal Association

Hancock County (fil.) Farm Bureau

Huntington District Waterways Association

Tinois AgriWomen

Illinois Association of Drainage Districts

Iilinois Biotechnology Industry Organization

Jersey County (I11.) Farm Bureau

Kane County (Iil.) Farm Bureau

Kendall County (Iil.) Farm Bureau

Kentuckians for Better Transportation

Kentucky Chamber of Commerce

Kentucky Corn Growers

Kingdom of Callaway (Mo.) Chamber of Commerce
Knox County (Il.) Farm Bureau

LaSalle County (I11.) Farm Bureau

Lee County (1il.) Farm Burean

Little Rock Port Authority

Louisiana Assn. of Waterway Operators & Shipyards
Macon County (IlL.} Farm Bureau
Marshall-Putnam (I11.) Farm Bureau

Mason County (111} Farm Bureau

McLean County (II.) Farm Bureau

McDonough County (I11.) Farm Bureau

Menard County (I11.) Farm Bureau

Mercer County (11L.) Farm Bureau

MidCentral [llinois Regional Council of Carpenters
Minnesota Chapter of ASFMRA

Minnesota Corn Growers Association

Minnesota Grain and Feed Association

Mississippi Water Resources Association

Missouri Corn Growers Association

Missouri Levee & Drainage District Association
Mo-Ark Association

Montgomery County (Ill.) Farm Bureau

Ogle County (Il1.) Farm Bureau

Ohie Corn Growers Association



1ltinois Corn Growers Association

Illinois Farm Bureau

Illinois Fertilizer & Chemical Association
Tilinois Grape Growers & Vintners Association
Hlinois Seed Trade Association

IHlinois Soc. of Prof. Farm Managers and Rural Appraisers

[Hinois Soybean Association

Indiana Corn Growers Association

Indiana Soybean Alliance

International Union of Operating Engineers Local 513
Towa Corn Growers Association

Jasper County (111.) Farm Bureau

Jersey County (I}1.) Business Association

Red River Valley Association

Rosedale-Bolivar County (Miss.) Port Commission
Sangamon County (I11.) Farm Bureau

Shelby County (1il.) Farm Bureau

Southern [llinois Builders Association

Southern Illinois Construction Advancement Program
Stark County Farm (1il.) Bureau

Stephenson County (111.) Farm Bureau

Advantus Strategies, LLC

AEP River Operations

Ag-Land FS, Inc.

Agriservices Of Brunswick, LLC
Aler Barge Line, Inc.

Anmerican Commercial Lines
American Inland Ports,LLC
American River Transportation Company
Amberst Madison, Inc.

Artco Fleeting Service

B&G Towing LLC/Acme Marine LLC
Bayou Fleet Inc.

Bludworth Marine LLC

Blue Danube Incorporated

Bob Brackmann Farms

Brennan Marine, Inc

Brunswick River Terminal, Inc.
Buffalo Marine Service, Inc.

Bunge North America

C&C Marina Maintenance Company
Campbell Transportation Company
Canal Barge Company, Inc.

Pacific Northwest Waterways Association (PNWA)
Paducah Area Chamber of Commerce

Peoria County (111.) Farm Bureau

Perry County (ill.) Farm Bureau

Pike and Scott County (I11.) Farm Bureaus
Plumbers and Pipefitters Local 562 (St. Louis)

Port of Cincinnati, LLC

Port of Delcambre, LA

Port of Houston Authority

Board of Commissioners of the Port of New Orleans
Port of Pittsburgh Commission

Port of Portland (Oregon)

Port of Vancouver, WA

Rock Istand County ({I1.} Farm Bureau

Tennessece Cumberland Waterways Council
Tennessee River Valley Association
Tennessee-Tombigbee Waterway Develop, Auth.
Tennessee-Tombigbee Waterway Develop. Council
Texas Waterways Operators Association

Texas Agri Women

Tri Rivers Waterway Development Assoc.
Tri-State Development Summit

Tulsa Port of Catoosa

Twin Parish Port Comm.

Upper Mississippi Waterway Association

Upper Mississippi, Illinois & Missouri Rivers Assn.
Warrior-Tombigbee Waterway Association
Washington County (I11.) Farm Bureau

Waterways Association of Pittsburgh

Whiteside County (I11.) Farm Bureau

Will County (1i1.) Farm Bureau

Companies

Holcim (US) Inc.

Ingram Barge Company

Inland Marine Service

The Integra Group, Inc.

J.AM. Marine Services, LLC

Kirby Corporation

K-Sea Transportation Partners LP
Lafayette Workboat Rentals, LLC
LeBeouf Bros. Towing, LLC
Magnolia Marine Transport Co.
Marathon Petroleum Company LLC
MARMAC, LLC d/b/a McDonough Marine Service
Marquetie Transportation Company, LLC
Martin Marine

McNational Inc.

Mulzer Crushed Stone

Natures Way Marine, LLC

New Orleans Shipyard

Northern Partners Cooperative
Nucor Steel Tuscaloosa, Inc.
Osterholt Farms

Parker Towing Company



Cargill, Inc.

CF Industries Holdings, Inc.
CGB Enterprises, Inc.

Channel Shipyard Companies
CHS Inc.

Cincinnati Bulk Terminals, LLC
CITGO Petroleum Corporation
Clarkson Grain Company Inc.
Colusa Elevator

CONSOL Energy

Cooper T Smith

Deloach Marine

E.ONU.S.

Farm Credit Services of Illinois
FirstEnergy Solutions

Grain Processing Corporation
GROWMARK

Hartsburg Grain Company
Hodel Farms Inc.

Hines Furlong Line, Inc.
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PowerSouth Energy Cooperative
Rentech Energy Midwest

Sause Bros., Inc.

Servco FS Cooperative

Smurfit Stone Container Corporation

T & T Marine Salvage, Inc.
Thomson, Rhodes & Cowie P.C.
Tidewater Barge Lines, Inc.
TPG Marine Enterprises, LLC
TradeWinds Towing LLC
Crounse Corporation

Trinity Marine Products, Inc.
Twomey Company

Turn Services, LLC

United Ocean Services

Upper River Services LLC
Valero Energy

Volunteer Barge & Transport Inc.
Vulcan Materials Company

The Waterways Journal, Inc.
Yager Materials, LLC
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