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ADVANCE \d3Purpose and Scope

The Federal Highway Administration (FHWA) Office of Freight Management and Operations is charged with addressing freight transportation issues and needs within the agency.  Research on a variety of topics associated with freight transportation needs is being conducted to develop a comprehensive view of freight transportation in the US.  Topics being researched include: 1) performance measures, 2) freight flows, issues, and trends, 3) planning needs, 4) environmental issues, 5) economic relationships and benefits, and 6) freight financing.

Current and past mechanisms are identified in this report for funding and financing freight infrastructure development.  Freight infrastructure is defined as port facilities, highways, bridges, highway access to ports/airports, cargo-handling facilities/equipment, warehouse construction, rail lines and rail spurs, and channel and berth dredging.  A subset of freight infrastructure, intermodal infrastructure, is defined as the points of connection where freight is transferred between different modes, such as trucks, ships, rail, and airplanes.

ADVANCE \d3Background and Approach

As part of a larger initiative to address freight transport efficiency, this study focuses on financing freight transportation improvements.  Information collected and interviews with public and private sector transportation professionals resulted in the ability to: 

1) Synthesize information on Federal sources and selected State and local programs for funding multimodal freight improvements; 

2) Explore issues of eligibility for projects; and

3) Review the funding/financing arrangements for over 40 case studies of projects that directly or indirectly promote freight productivity;  

The study approach incorporates three research strategies: 1) federal and state grant/loan program research with the assistance of modal associations; 2) state and MPO surveys investigating the uses of grant programs; and 3) specific freight infrastructure project case studies. 

The efforts from this study can be used as a base from which to build an understanding of freight financing needs and issues.  In light of this freight stakeholders workshops to discuss current finance issues were held in New Jersey, and Washington State during the course of the study.  Following the completion of the study additional means will be used to examine future directions for funding freight transportation improvements.

This report is not exclusive to FHWA funding options but also includes options under the jurisdiction of the Federal Railroad Administration, Maritime Administration, US Army Corps of Engineers, Department of Commerce, and Department of Agriculture.

Study Findings

Forty-nine State Highway Agencies were interviewed to collect information for this study.  In addition: meetings with six major modal national associations, e.g., American Trucking Associations; research of 40 project case studies; and a review of Federal and State programs were completed to provide a comprehensive view of funding options and limitations.  

There are very few programs that specifically target freight infrastructure development.  However, every public dollar allocated for highway system improvements supports both freight and passenger movement. The following Exhibits ES-1 and ES-2 list the Federal and State programs reviewed for this study.

ADVANCE \d6Exhibit ES-1

Federal Summary Matrix by Mode Eligibility


Federal Program
Agency
Use
Port
Rail
Highway
Airport

ADVANCE \d01
ADVANCE \d0Harbor Maintenance Trust Fund
ADVANCE \d0Army Corps
ADVANCE \d0Grant
ADVANCE \d0X
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0

ADVANCE \d02
ADVANCE \d0Public Works & Development Facilities
ADVANCE \d0EDA
ADVANCE \d0Grant
ADVANCE \d0X
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0

ADVANCE \d03
ADVANCE \d0Community Facility Programs
ADVANCE \d0USDA
ADVANCE \d0Grant/

ADVANCE \d0Loan
ADVANCE \d0E
ADVANCE \d0E
ADVANCE \d0X
ADVANCE \d0X

ADVANCE \d04
ADVANCE \d0Railroad Rehabilitation Improvement Financing
ADVANCE \d0FRA
ADVANCE \d0Loan
ADVANCE \d0
ADVANCE \d0X
ADVANCE \d0
ADVANCE \d0

ADVANCE \d05
ADVANCE \d0Transportation Infrastructure Finance and Innovation Act
ADVANCE \d0FHWA
ADVANCE \d0Loan
ADVANCE \d0
ADVANCE \d0E
ADVANCE \d0X
ADVANCE \d0

ADVANCE \d06
ADVANCE \d0Borders/Corridors
ADVANCE \d0FHWA
ADVANCE \d0
ADVANCE \d0E
ADVANCE \d0
ADVANCE \d0X
ADVANCE \d0

ADVANCE \d07
ADVANCE \d0Congestion Mitigation and Air Quality Improvement Program
ADVANCE \d0FHWA
ADVANCE \d0
ADVANCE \d0E
ADVANCE \d0E
ADVANCE \d0X
ADVANCE \d0

ADVANCE \d08
ADVANCE \d0Surface Transportation Program
ADVANCE \d0FHWA
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0E
ADVANCE \d0X
ADVANCE \d0

ADVANCE \d09
ADVANCE \d0State Infrastructure Banks
ADVANCE \d0FHWA
ADVANCE \d0Loan
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0X
ADVANCE \d0

ADVANCE \d010
ADVANCE \d0Transportation & Community & System Preservation 
ADVANCE \d0FHWA
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0X
ADVANCE \d0

ADVANCE \d011
ADVANCE \d0National Highway System
ADVANCE \d0FHWA
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0X
ADVANCE \d0

ADVANCE \d012
ADVANCE \d0Demonstration/High Priority
ADVANCE \d0FHWA
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0X
ADVANCE \d0X
ADVANCE \d0X

ADVANCE \d013
ADVANCE \d0GARVEE bonds
ADVANCE \d0FHWA
ADVANCE \d0Bonds
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0X
ADVANCE \d0

ADVANCE \d014
ADVANCE \d0Hazardous Materials
ADVANCE \d0RSPA
ADVANCE \d0User fee
ADVANCE \d0X
ADVANCE \d0X
ADVANCE \d0X
ADVANCE \d0X

ADVANCE \d015
ADVANCE \d0Section 130 B Grade Crossing
ADVANCE \d0FHWA
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0X
ADVANCE \d0X
ADVANCE \d0

ADVANCE \d016
ADVANCE \d0Local Rail Freight Assistance
ADVANCE \d0FRA
ADVANCE \d0Grant
ADVANCE \d0
ADVANCE \d0X
ADVANCE \d0
ADVANCE \d0

ADVANCE \d017
ADVANCE \d0Airport & Airway Improvement
ADVANCE \d0FAA
ADVANCE \d0Grant
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0e
ADVANCE \d0X

ADVANCE \d018
ADVANCE \d0Ferry Discretionary Program
ADVANCE \d0FHWA
ADVANCE \d0
ADVANCE \d0e
ADVANCE \d0
ADVANCE \d0e
ADVANCE \d0

ADVANCE \d019
ADVANCE \d0Appalachian
ADVANCE \d0FHWA
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0
ADVANCE \d0X
ADVANCE \d0

ADVANCE \d020
ADVANCE \d0State Planning (MPO included)
ADVANCE \d0FHWA
ADVANCE \d0
ADVANCE \d0X
ADVANCE \d0X
ADVANCE \d0X
ADVANCE \d0X

ADVANCE \d0AX@ denotes eligibility, Ae@ denotes the precedent for exceptions to include this mode.

ADVANCE \d0* Also used for equipment lease and line of credit 

Army Corps = Army Corps of Engineers, Department of Defense

EDA= Economic Development Administration, Department of Commerce

FHWA = Federal Highway Administration, Department of Transportation

FRA = Federal Administration, Department of Transportation Railroad

FAA= Federal Aviation Administration, Department of Transportation 

Twenty-one sources of Federal funding were identified.  Out of these 20, 14 sources are within FHWA, 2 for FRA, 1 for US Army corps of Engineers, 1 for EPA, 1 for USDA, 1 for FAA, 1 for RSPA.

Exhibit ES-2

State Summary Matrix by Mode Eligibility



Funding Source
Use
Port
Rail
Highway
Airport

1
CA Maritime Infrastructure Bank
Not funded
Bonds
X




2
CA Infrastructure & Economic Development Bank
General fund
Loan
X

X


3
FL Seaport Transportation & Economic Development
General fund
50/50 Grant 
X
X
X


4
FL Freight Task Force
General fund
Grant
X
X
X
X

5
MN Port Development Assistance
General fund
Loan/Grant
X




6
OR Port Revolving Fund
Lottery/

General fund
Loan
X




7
WI Harbor Assistance
Transportation Fund
Grant
X




8
PA PennPlus
General fund
Loan
X
X
X
X

9
PA Rail Freight Assistance
General fund
50/50 grant

X



10
WA Freight Mobility Strategic Investment Board
General fund
Grant
X
X
X


11
IN Rail Service Fund
General fund
Loan/grant

X



12
OH Rail Development Commission
General fund
Loan/grant

X



13
IL Rail Freight Assistance
General fund
Loan/grant

X



14
MI Rail Loan Assistance
General
90/10 Loan

X



15
MN Rail Freight Program
General fund






16
MO Transportation Corporation
Private market
Tax-exempt bonds
X
X
X
X

17
VA Rail Industrial Access Program
General fund
50/50Grant**

X



18
VA Rail Preservation
General fund
Grant/loan

X



19
WI Freight Rail Infrastructure/Preservation
General fund
Loans at 0%

X



20
PA Airport Assistance
General fund
Grants



X

21
TN Airport Program
Fuel tax
Grants



X

** Match required after first $100k. 

The majority of public transportation funding has supported freight mobility through highway infrastructure investment.  New Federal-Aid and financing programs, introduced under ISTEA and then TEA-21, are mainly directed to highway investments with a few exceptions, namely RRIF (an  FRA program) and Congestion Mitigation Air Quality (CMAQ).  The following Exhibit ES-3 lists the case studies and the funding mechanisms reviewed for this study, in order of the decreasing Federal funding contributions

Exhibit ES-3 

Federal Funding Case Study Summary 

Name
Size of Project
Direct Funding Source
Federal Share
Modal Application
Mechanisms

1
ADVANCE \d0Alameda Corridor
ADVANCE \d0$2.4 b.
ADVANCE \d0Direct Federal loan, STP
ADVANCE \d0$608 m +

ADVANCE \d0
ADVANCE \d0Port B Rail Access
ADVANCE \d0Loan and public fund APackage@

2
ADVANCE \d0The Central Artery
ADVANCE \d0$10.8 b.
ADVANCE \d0Federal Grants
ADVANCE \d0$600 m.
ADVANCE \d0Highway
ADVANCE \d0Grants/

3
ADVANCE \d0New Mexico Corridor 44
ADVANCE \d0$295 m.
ADVANCE \d0Federal Grants
ADVANCE \d0$287 m.
ADVANCE \d0Highway
ADVANCE \d0GARVEE Bonds

4
ADVANCE \d0San Joaquin Hills Corridor
ADVANCE \d0$1.45 b.
ADVANCE \d0Federal line of

Credit
ADVANCE \d0$120 (9.6) m.
ADVANCE \d0Highway
ADVANCE \d0Standby line of credit

5
ADVANCE \d0Spring B Sandusky Interchange
ADVANCE \d0$116 m.
ADVANCE \d0Federal Grants
ADVANCE \d0$70 m.
ADVANCE \d0Highway
ADVANCE \d0GARVEE Bonds

6
ADVANCE \d0Laredo, Texas International Bridge
ADVANCE \d0$66.5 m.
ADVANCE \d0SIB, toll revenue
ADVANCE \d0$49 m.
ADVANCE \d0Highway
ADVANCE \d0SIB loan, STP,NHS, ISTEA Demo, tax-exempt, taxable bonds

7
ADVANCE \d0Indiana Burns Harbor
ADVANCE \d0$106 m.
ADVANCE \d0COEA,  EDA
ADVANCE \d0$26 m.
ADVANCE \d0Port
ADVANCE \d0Grants

8
ADVANCE \d0State Route 99 Airport Access
ADVANCE \d0$36 m.
ADVANCE \d0NHS, sales tax
ADVANCE \d0$36 m.
ADVANCE \d0Highway
ADVANCE \d0Federal-Aid

9
ADVANCE \d0Butler County Regional Highway
ADVANCE \d0$150 m.
ADVANCE \d0SIB, TID
ADVANCE \d0$35 m.
ADVANCE \d0Highway
ADVANCE \d0SIB loan

10
ADVANCE \d0Port of Hueneme Highway Access
ADVANCE \d0$64 m.
ADVANCE \d0ISTEA/ TEA-21
ADVANCE \d0$24 m.
ADVANCE \d0Highway
ADVANCE \d0Federal-Aid Apackage@

11
ADVANCE \d0Philadelphia International Airport
ADVANCE \d0$13 m.
ADVANCE \d0TEA-21 Demo.
ADVANCE \d0$13 m.
ADVANCE \d0Highway
ADVANCE \d0Federal-Aid

12
ADVANCE \d0Port of Humboldt dredging
ADVANCE \d0$14.3 m.
ADVANCE \d0Army Corps. of Eng
ADVANCE \d0$10.4 m.
ADVANCE \d0Port
ADVANCE \d0Revenue Bonds

13
ADVANCE \d0Stark County Intermodal Facility
ADVANCE \d0$8 m.
ADVANCE \d0CMAQ
ADVANCE \d0$8 m.
ADVANCE \d0Intermodal Facility
ADVANCE \d0Federal-Aid/Line of Credit

14
ADVANCE \d0Red Hook Ferry Boat
ADVANCE \d0$9.7 m.
ADVANCE \d0CMAQ
ADVANCE \d0$7.7 m.
ADVANCE \d0Ferry boat
ADVANCE \d0Federal-Aid

15
ADVANCE \d0Port of Hueneme Port Access
ADVANCE \d0$8.7 m.
ADVANCE \d0STP
ADVANCE \d0$7.7 m.
ADVANCE \d0Rail
ADVANCE \d0Federal-Aid

16
ADVANCE \d0Port of Anchorage
ADVANCE \d0$7.2 m.
ADVANCE \d0STP
ADVANCE \d0$6.55 m.
ADVANCE \d0Rail
ADVANCE \d0Federal-Aid

17
ADVANCE \d0Immunex Project
ADVANCE \d0$14.5 m.
ADVANCE \d0US Dept. of Commerce,  EDA
ADVANCE \d0$4.5 m.
ADVANCE \d0Port B Highway Access
ADVANCE \d0Grants/ Property Taxes

18
ADVANCE \d0Columbia Slough  Expansion Bridge Port access
ADVANCE \d0$6 m.
ADVANCE \d0CMAQ, ISTEA
ADVANCE \d0$3.1 m.
ADVANCE \d0Rail
ADVANCE \d0Federal-Aid/ Private Funding

19
ADVANCE \d0Bensenville Rail Yard
ADVANCE \d0$35 m.
ADVANCE \d0CMAQ
ADVANCE \d0$2.1 m.
ADVANCE \d0Rail
ADVANCE \d0Federal Aid/ Private Funding

20
ADVANCE \d0Port of Battle Creek
ADVANCE \d0$2.4 m.
ADVANCE \d0US Dept. of Commerce,  EDA
ADVANCE \d0$1.4 m.
ADVANCE \d0Intermodal Yard
ADVANCE \d0Grants/ Revenue Bonds

21
ADVANCE \d0Auburn Intermodal Facility
ADVANCE \d0$3 m.
ADVANCE \d0CMAQ
ADVANCE \d0$2.3 m.
ADVANCE \d0Intermodal Facility
ADVANCE \d0Federal Aid

22
ADVANCE \d0Stockton Airport access
ADVANCE \d0$1.8 m.
ADVANCE \d0AIP
ADVANCE \d0$1.4 m.
ADVANCE \d0Highway
ADVANCE \d0Federal-Aid/ Private Funding

23
ADVANCE \d0Blythe Intermodal Yard
ADVANCE \d0$1.2 m.
ADVANCE \d0CMAQ
ADVANCE \d0$1.2 m.
ADVANCE \d0Intermodal Yard
ADVANCE \d0Federal-Aid

24
ADVANCE \d0Port of Toledo
ADVANCE \d0$1.7 m.
ADVANCE \d0US Dept. of Commerce,  EDA 
ADVANCE \d0$0.85 m.
ADVANCE \d0Port
ADVANCE \d0Grants

25
ADVANCE \d0Kedzie Stoplight
ADVANCE \d0$3.5 m.
ADVANCE \d0CMAQ
ADVANCE \d0$0.72 m.
ADVANCE \d0Highway
ADVANCE \d0Federal-Aid/ Private Funding

26
ADVANCE \d0Gilford Intermodal Yard
ADVANCE \d0$0.7 m.
ADVANCE \d0CMAQ
ADVANCE \d0$0.7 m.
ADVANCE \d0Private Intermodal yard
ADVANCE \d0Private terminal Equipment lease

Research identified 21 Federal funding options, 14 of which come through FHWA, for freight transportation improvement.  Each program carries eligibility requirements, which must be conformed to.  The Congestion Mitigation Air Quality Program, for example, requires that a project provide air quality improvements in a non-attainment area, and the Railroad Infrastructure Finance (RRIF) program applies to railroad improvements.  Understanding the eligibility criteria for each program is necessary in determining how to use Federal funds to make improvements needed or how to combine programs to get a complex of improvements.

Observations

Freight Financing is approached in several ways.  Information for understanding the options available and how to package them needs to be made available to States, MPO’s and others. The case studies provide examples of: variation in levels of support, mechanisms for leveraging funds, application cycles for funding, eligibility criteria, evaluation criteria, and development objectives need to be included in guidance to transportation decision makers.

The local jurisdiction has become a common sponsoring entity.  Local support is provided not only through financial means, but also as a liaison to federal and state mechanisms. The local level also acts as a filter to identify projects that are most easily adaptable to federal programs.  Project support (i.e., funding) may encounter jurisdictional conflicts at the local level. 

Planners lack data and tools that they can employ to evaluate a freight project against a non-freight project. Freight issues such as volume throughput or economic impacts are difficult to evaluate for freight-related projects.  It is sometimes difficult to measure or quantify public benefits from investment.  MPO’s also may not have the means to compare freight against non-freight projects, except with regard to air quality impacts. Few of the public agency programs (reviewed in this study) considered separate freight evaluations.  Notable exceptions include: Pennsylvania’s PennPlus program; Washington’s FMSIB evaluation criteria; Florida Freight Stakeholders Task Force; the DVRPC MPO criteria; Portland, Oregon MPO; CATS MPO criteria; and a few select states that apply FRA=s Cost-Benefit methodology.

Project partnership formation is essential in developing major freight infrastructure projects.  There is a time frame conflict between immediate market demands and carefully considered public agency project planning and implementation.  Current public policy does not support an individual company’s private gain, aiming instead for broad public benefits to justify cost/risk sharing with a public agency.  It is important to note that many of the most successful, large-scale projects depended on high-level support, partnering congressional representatives with State governors; State legislatures, State DOTs, and private sector interests.

The cost of financing varies by sponsoring agency.  The cost of public financing is an equally compelling issue revealed by the case studies.  More projects benefited from tax-exempt revenue bonds than from federal lending programs. Municipal tax-exempt bonds are offered at lower interest rates than Treasury bonds; lower interest costs result in lower overall project costs.

Federal funding may not be pursued due to timing conflicts. Although federal funding provides the greatest leverage to local funding, some local project sponsors choose to issue debt instead of waiting for a once-per-year cycle, or a longer STIP/TIP programming process. 

Ports and shortlines are operating at the margin. Low profitability of some transportation companies and port authorities restricts their capacity to fulfill capital improvements, which includes the limited capability to participate in any program other than outright grants with favorable matching provisions.

Shortline rail companies may not be able to generate sufficient capital to meet match requirements.  There is an inherent limit to available funding, stemming from the capitalization levels of grant programs and matching requirements.  Grant matching requirements, particularly for up-front matches, may be beyond the financial capacity of shortlines, thereby making the grant funding inaccessible.

Some case studies also revealed funding difficulties in developing freight and intermodal infrastructure, including weakly structured public-private partnerships, project eligibility constraints, and inadequate market analysis.

ADVANCE \d3Lessons Learned

Several case studies revealed successful adaptations or approaches that supported freight projects. Information collected indicates substantial contributions in financing freight infrastructure from the private sector. By and large, public-sector support helped provide either initial seed money or gap financing to make a project financially viable, although public funding prominence was evident mainly in highway projects. Lessons can be learned from how public resources were used successfully to support infrastructure investment. Other lessons learned illustrate difficulties that can be overcome.  The lessons for potential applicants include:

1.
Assure program longevity through sustained state funding. 

2.
Tailor eligibility requirements to specific program objectives. 

3.
Leverage resources through bonding and use of local match. 

4.
Form public/private partnerships to support private investment in port and airport infrastructure. 

5.
Provide adequate funding to address long-term rehabilitation of aging track. 

6.
Structure hybrid rail loan/grant programs to offer flexible terms for rail projects. 

7.
Implement a continuous application cycle to better meet market requirements. 

8.
Use large-scale intermodal “packaging” and state-level review boards to help resolve jurisdiction and eligibility conflicts. 

9.
Develop tools for MPO’s, states, and multi-state coalitions to use for identifying and evaluating freight projects.

10.
Capitalize on existing infrastructure at brownfields (former industrialized areas) to reduce intermodal development costs. 

11.
Seek support from highest levels of state government to sustain private/public activities.
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